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iv CONSTITUTION.

blanks in aceord with the report as accepted by the Exeéuf:ive Com-
mittee and have them sent to all members of the Convention. - [As
amended by the Forty-second Convention, 1911.}

Art. 8. The Convention shall be governed by the ordinary rules
of parliamentary practice. One or more of the sessions of each Con-,
vention shall be executive, and shall be so announced in the pro-
gram. [As amended by the Forty-first Convention, 1910.]

Art. 9. Commissioners or Superintendents, or other officials in
charge of insurance matters, who have been members of the Con-
veption, may, upon retiring from office, be chosen honorary mem-
bers, without the right to vote, by a two-thirds vote at any session.
Any supervising insurance official may, at any session, be elected an
honorary member, by a similar vote, and all retiring Presidents of
the Convention shall be honorary members thereof. [As amended
by the Convention of 1895.]

Art. 10. Communications to the Convention, verbal or written,
shall be heard by or referred to the appropriate eommlttee, which
ghall thereafter report to the Convention.

Art, 11, This Constitution may he amended, and any article
therein may be suspended at any time by an unanimous vote at any
reguilar meeting or by & two-thirds vote of the members present and
voting, notice thereof having been given at a previous session.

Art. 12, All previous Constitutions are hereby repealed.
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fProceedmgs of the Sessions of the National Con-
ventton of Insurance Commissioners

At the Hotel Astor, New York City,
December Tth and 8th, 1820.
" 'The Convention was caIIed to order at 11 A. M., President Frank
IT Ellsworth presiding.

" The Preszdent Genflemen, please come to order. The first order
of business will be the roll call. As the Secretary calls the States,
e Representative will please arise, give his full name, and alzo the
names. of other represeniatives of the department that are here.

" The following members responded to the Rell Call:

-:J'X;Irkansasm'»Bruce T. Ballion, Insurarce Commissioner.

Celorado—Earl Wilson, Insurance Commissioner; Chas. Fertig, Fire
Insurance Rater. a

Con'necticuthmton Mansfield, Insurance Commissioner; Thos. F.
. Tarbell, Actuary:

Delaware——Thos. R. Wilson, Insurance Commissioner.

Dlstrlct ‘of Colambia—C. €, Wright, Depuiy Superintendent of In-

surance.

-Illmms—J §. Baldwin, Assistant Director Trade and Commerce;
wd ames Fairtie, Aetuary, W. H. Crum, Examiner.

-IndmnawM:les Schaeffer, Commissioner of Insurance.

._Iow_a_fA. {1 Savage, - Conimissioner of Insurance; Tom Watters,

" Deputy.

Kansas-"—'-"-F. L “Travis, Superintendent of Insurance.

Kentucky—J. ¥. Ramey, Insurance Commissioner.

}M'a'i'ne—#«;'G W, 'Smith; Insutance Commissioner.

Marylandw'l‘. 5. Keatmg, Insurance Commissioner; W. L. Coudon,

iR Deputy '

-Massachusetts——-c W Hobbs, Insurance Comrrussmner A. E. Linnell,

; Deputy, A. B Lines, Actuary.

Mlchlgan—-F H: Ellsworth Commissioner of Insurance.

anesota——(}ustaf “Lindquist, Commissioner of Insurance.

: T.:M. Henry, Commissioner of Insurance.

Mis"so'li'ﬁ_’_ A L Haity, Superintendent of Insurance.

New: Hampshlre-J J. Donzahue, Commissioner of Insurance.

NeW Jersey——~C AL Gcmgh Aggistant Deputy; Wm. F. Ward, In-

spector




g PROCEEDINGS

New York—J. 8. Phillips, Superintendent of Insurance . D. Ap-
pleton, Deputy Superintendent; H. d. Prake, Counsel; G. B.
Merigold, Chief of Co-operative Insurance and: Licensing
Burean; 8. Deutschberger, Chief RExaminer Five. Insurance
Compsnies; N. B. Hadley, Chief Examiner Life - Inzurazce
Compenies; J. B. Diefendorf, Chief Examiner Fraternal_So-:
cieties: @. H. Hipp, Actuazy; C. Hughes, Auditor. : :

North Caroling—dJ. R. Young, Insurance Commissioner; Stacy W
Wade, Deputy. L : '

Ohic—R. T. Crew, Superintendent of Insurance,

Pennsylvania—T. B. Donaldson, Insurance Commissioner; Samuel.
MeCulloch, Peputy. :

Rhode Island-—I. Burlingame, Deputy Insurance Commlssmner, J M.-_
Legris, Actuary. : e

Seuth Daketa~~W. N, Van Camp, Insurance Commlssmner, SR

South Carolina—W. A. McSwain, Insurance Commissioner.

Vermont—J. G. Brown, Insurance Commissioner. '

Virginia—dJoseph Button, Commissioner of Insurance. o

West Virginia—J. 8. Darst, Auditor and Ex-Officio Insurance’ Com-_
missioner; C. R. Morgan, Attorney.

Wiscongin, Platt Whitman, Commissioner of Insurance. :

The Seeretwry: We have representatives here from thlrty-two

States, Sl

The President: That is a very geod showing.

The next order of business will be the reports from the standing
comnmitiees: -

The Secretary: *‘Accident and Health Policies,”” A. C. Savage, of
Towa, Chairman. (No response). . .

“Actuarial Bureau,” A. L. Harty, of Missouri, Chairman. (No
response).

“Assets of Insurance Companies,” C. W, Hobbs, of Massachuseits,

Chairman.

Mr. Hobbs: The Committee has nothing to report at present.
The Secvetary: “Committee on Blanks,” Henry D. Appleton,
Chairman. e
My, Appletor: The Committee on Blanks has made its Supplemen-
tal Report from the sub-committee to the Executive Committee, and
that report will come to the Convention through the Executive Come
mittee, the regular report being made at the California Convention,
The Secretary: “Codification of Rulings,” W. N. Van Camp, of
South Dakota, Chairman. T
My. Van Camp: The only thing I want to say in connection w1th-
the report is this: if we have a little more co-operation from the Com-'
missioners in furhishing to the “Weekly Underwriter” any ruhngs'
or letters that have in them material along the line of holdings and
rulings, that it would be a great deal of service to the entire mems
bership of this Convention, and I want to reiterate what I said =t
San Francisco and ask that we have this full co- -operation.
The Secvetary: “Credentials”  (No response).




ADJOURNED MEETING 3

" Tke Seeretury: “Examinations.”
"Mr. J. R, Young: Nothing to report at present,
. The Secretary: “Fidelity & Surety Companies.”

"My, Brown: ‘T have no report at this time.

The Secretary: - “Fire Insurance.”

Ar. Button:” We have in my opinien made wonderful progress in
reaching an agréement with the Representatives of the National
Boaird, and we have submitted a proposition to them—they took it
under advisement, will consult their principals and report hack, I
think before very long we will be in absolute agreement, and will
work out the situation in good shape.

We report’ progress, and ask that the Committee be allowed fur-
ther time for the consideration of this matter.

The Secretory: “Fraternal Insurance.”

M. Fairehild is not present, but Mr. Earl Wilson will represent
him. '

My, Wilzon: I would like to have a -meeting at the cloge of this
Session, just for a few minutes.

The Secretory: “Laws and Legislation”

Myr. Mansfield: There are a number of matters on which we wish
to report at this Convention, and I would like a meeting right after
the Fraternal Ingurance meeting, this morning.

The Secretary: “‘Miscellaneous.” (Ne response).

The Secretary: *Publicity and Conservatien.”

- My, Keating: Nothing to report.

The Secretary: “Unfinished Business.”

Mr. C. Waldon Smith: Nothing to report.

The Secretary: “Rates of Insurance Companies.” (No re-
sponse).

T'he Secrstary: ‘“Rates of Mortality and Interest.”

Mr. Henry: Nothing to report.

The Seeretary: ‘‘Reserves Other Than Life.”

My, Donaldson: Nothing to report now, but I would like a meet-
ing of the Committee after the afternoon session, just for about five
minutes. ‘ '

The Secretory: “Social Insurance,” Mr. R. S. Wells. (No re--
sponse).

- The Secretary: “Taxzation.”
. Mr. Darst: Nothing to report at this session,
“ The Seeretary: ‘““Workmen’s Compensation Insurance.”
My, Whitman: There will be a meeting at 12 o'clock today of
that Cominittee, and we will have something to report later.
- The Seeretary: “Valuation of Securities.”

My, Phillips: 1 would like to have a meeting of that Committee
immediately after the adjournment of {omorrow morning’s session.

The Secretury: “Unauthorized Insurance” Mr. P. H. Wilbour,
Chairman. ;

- Mr, Wilbour iz -not present, but Mr. R. Buriingame will represent
- him. B it
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M#. Burlingame: Mr. President, perhaps I ani not’ atithorized to
report. 1 think the Commissioner should report; but fo. the' best of
my knowledge and belief we have nothing to repozt. - .

The Secretary: 'That concludes the Standing Commitfees.

Mr. Phillips: Regarding the “Valuation of Secur';ties” }
doesn’t seem to be very many meetings this afterncon, 1 wmﬂd_‘_ Sug
gest that we have a meeting at 3 o'clock today, immediately after the
adjournment of this afterncen’s session. If the session -h'a‘s_!_iqt", ad-
journed by 3 o'clock— SRR v

Mr. Van Camp: Since we ave all here, 1 want to make
anncuncement of interest to all Commissioners whe are Fire Mazrshals
ag well. I want a meeting of such at the close of this aftern:
session. This is very important. I want Mr. Bullion, Mz, Smit
Maine; Col. Young, M. McBwain, Mr. Ellsworth, of Michiga'
Button, Mr. Brown, Mr. Fishback and Mr. Darst, to be there, Wi
want to discuss the matier that was brought up at Los Angeles. .'Thpséj
who were present were: Mr. Brown, Mr. Lindquist, Mr. Keating, Mz
Henry, Mr. Whitman, of Wisconsin; Col. Button, of Vi-zf"g"i‘iﬁa;", ‘and
Mr. Barbour. I want to meet with all these men at the’ close of this
afternoon’s session. L

President Ellsworth: Anything further to come befére the Co'i"'_i#
vention at this time? Mr. Marsfield, is there anything you want 4o
take up at this time? S

My, Mansfield: No, there isn’f. B

It was voted upon-motion made and duly seconded that the
meeting recess until 2 o’clock— ) R

ADJOURNMENT.

TUESDAY AFTERNOON SESSION.

The meeting convened at 3 o’clock, President Elsworth presiding.
The President: Gentlemen please come to order, -
We will now hear from the committee on Laws and Legislation,

My, Mansfield, #e atm'n'!
Mr. Mansfield: Your Committee on Laws and Legislation to which

was referred the gquestion of a Uniform Qualification Law for Agents

and Brokers, beg_s leave to report that they are congidering the matter,-
and-a sub-commitice of which the Commissioner of Pennsylvania ig

Chairman hag prepared a bill, copies of which will be forwarded to

all companies within a short time. . Co
Your Committee reports progress and agks to b i ;

Y € cont ‘the

further consideration of the matter, ontinued for the .

" Thfz P;esiden;: You have heard the report of Me. Mangfield. Ail

ose in favor of adopting it “Aye” ; Fapart.

o piing it say “Aye”, contrary “No”. The teport.
Mr. Monsfield: Your Committee on L Legistation
; aws and Legisiation to

which was referred at the December Meeting in 1919, the iéttei' 'bft;



mform B111 for the Regulat:on.' Valaatmn and Centrol of mutual
asgessiviént assnmatmns hegs Teave to ‘report that they have considered
‘-_the ‘matter atd, are of the opindon that'nio action is desirable at this

“time,  They ‘thetetore a k,to' be dlscharged from the further con-
--szderatwn of the matte ST

The: P?‘estdent 'You have heard the veport of Mr. Mansfield. All
:those m favor of adoptmg it say “Aye”, contrary “No”. The report
_as adopted s :

. Ynur Commlttee on Laws and Legislation to

which Was ‘@ e_d ‘at the December Meeting in 1919, the matter of
“y dniform b:lIl in:régard tothe aniortization of the securities of life
ingurance companies; begé leave to report that they have considered
“the sarie-and submit the following proposed bill for adoption.
TR set to amertize the valuation of bonds and other securities by
Tife insurance ‘companies; assessment life associations and fraternal
_ben ﬁclary assoclatlons by the amortization method.

6 it enacted by the Legislative of the State of
Al Bends .ar other ‘evidenceés of debt having a fixed term and rate held by any
.'ilfe_ ingnance eompany,  assessment life association or fraternal heneficiary associa~
Ltion anthérized to do busioess in this State may, if amply secured and not in default
Cgg to prineipal and intevest, be valued as follows: If purchased st paxr, at the par
Yalue; if purchdsed whove or below par, on the basis of the purchase price adjusted
.80 &8 ¥o bring the value to par at maturity and so as to yield in the meantime the
effective rate of mterest at which the purchase was made; provided that the purchase
. price Shﬂﬂ. in nd case be. taken zt a higher figure than the actual market value
-atithe {;une ‘of ‘purchase; and, provided further, that the Commissioner of Insurance
‘ghall have -full digeretion in determining the method of calevlating values according
iy thie foregding yile,””

_ I would -just ke to’say a word, Mr. Chairman and Gentlemen;
LA year ago the gquestion of amortization was discussed at our conven-
tlon AsI. Temember it, five to four were in favor of amortization of
“the’ securmes of ‘all companies, whether they were life or anything
elge also of the fraternal benefit societies, and other insurance organ-
zations, but ‘the matter tock conerete form only in that the amortiza-
“tien of gecurities of life insurance companies, Assessment Life Asso-
o eiations snd T Fraternal benefit societies was referred to this Committee,
and thatis why we are Hmiting our report at this time to those three
; classes of ‘comparies.
The President: - Any further remarks gentlemen? Those in favor
b th Teport of the committee will please say “Aye”, contrary “No”.
'-'The report is adopted.
AW wﬁl now have the report of the Executive Commitiee by Mr.

; I present a report by the Executive Committee,
ask ‘the Secretary to read. - (Laughter.) Well, he does
‘read it;s0 I suppose I will have to.

,fo,llowmg report on the ﬁrsi’. resslution sppearing at page 3;.3:
: 5 for Denember 1, 1819."
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Perbaps I had better read that Sub-committee Teport 1

“Your Committee has given consideration to the firsi of ‘Al :
an Page 6 of the proceedings of the December, 1918 Convéntion a.nd ﬁ'ez-s For con--_
sideration the following sugeestions and racomamendations relafive to the reportlﬂg:
in the annval statements as of December 31, 1920, business transscted i ;Eorelgn
conntries by fire and marine insurance companies of the United Btates,

1. DEFINITION OF FOREIGN BUSINESS. Such business shali”
business written either through agents, pools or associations or as. B.ccepte :
ance orviginating outside of the. North American Continent, Hawan, Por'
Cuba and the West Indies. :

“3. TFISCAL YEAR FOR FOREIGN BUSINESS. .Owing to.{liﬁgrenﬁ practic
in making reports in the various foreign countries and alsc to vazyipg-ppriuds' of time
necessary for the trongmittal of reports from such countries -om ‘account

date for the end of the fisenl vear in case of foreign husiness.” Acéor'dl'
suggested that in the snnual statements as of December 31,1620, the:
mclnde aI] foreign business for which they have recewerl comp]ete repo

poszsible to have them.

“3. AGENTS (OR COMPANIES) BALANCES.: Such halances Feare ntmg._-'
foreign busicess written subseguent to June 38, 1920, should be. credlted as’ adn )
asgels in the annual sitatements 2nd should be ipclueded in itern 8,7 page
balances representing forelgn business written prior to July -1 1920, shmﬂd e
ctuded in ftems 9 and 34, page 6.

"4, LOSSES INCURRED PRIOR TO DATES OF REPORTS, SUBSEQUENT 34
REPORTED. Fach company should ascertain from its foreign managers oy repres:
sentatives, the pools or associstions of which it is a meniber, or from ceding. insuds:
ance corapanies, and include in item 2, page §, all losses jncurred on foreign. business :
up to the date of the last completed report furnished the company but not repu'rted_
until subsequently—--such report to include all such fosses reported up to and mcludmg'
December 31, 1929 . i

“3. UNEARNED PREMIUM RESERVE. The anearned preminm resezve e
foreign business should be computed upon United States standards and not upon ﬂ:e‘
standards’ of the country inm which the business originated, g ‘

“6. REINSURANCE CEDED TO FOREIGN COMPANIES. Amerlcan bus E'BB":
ceded to foreign companies abroad should be reported as any other cessious 4
ported, i. e, for the calendar year ending December 81, 1920,

“Respectfully submitied,

(Signed) “H. D. APPLETON (N. ¥.j, %
“A. B, LINNELL (Mass.),  ~ .
“T. F. TARBELL {(Cowi)”
Standing Subcommitiee of Cﬂmmmtee '
on Blanks.

“This Report of the Sub.committee was approved by the- Exeeu-
tive Committee.” )

1 move the adoption of the Report, Mr. Chairman.

The President: Those in favor say “Aye”, contrary “No™ " The.
motion prevails, e

Mr. Phillips continued reading the report.

“The standing Sub-committee of the Committee on Blanks ref&rred
the second resolution appearing on page six of the Conventlon Pro..
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: ceedmgs fm' December, 1919 to the Executlve Committee for more
“definite instructions. At the méeting on December Tth, the Executive
Cemmittee, after 4 conferefnice with representatives of the insurance
compames present, adopted the following resolution:

o "Rﬁsolved That ‘United States Fire #nd Marine insurance companies iransacting
" business- jno . {oreign. countries shail not be required to show separately the details
of fovéign buriness inthe annval stalements ss of December 81, 1920; but any com-
pany transacting such business as defined in the report of the standing Subsommittes
of .the -Committee on Blanks, dated December E, 1920, shall keep complete and sepa-
rate records of the 4details of such business and shall be required upon request of the
“ gupervising official of the state or territery in which it ie organized or incorperated,
te furnish comiplete details of such forelgn business to such official for his exclusive
nge or for fHe exclusive use of the supervising official of the state or territory in
which- it is orgumzed or incorporated, to furnish complete details of such Zereign
- business to such official for his exclusive use or for the exclusive use of the supervie-
ing -official of any sther State or territory if such official shall make request therefor,
tlll'ough t‘.he Bupermmg' official of the home State or territory.”

"‘_‘T}ie FExecutive Committee directed the Committee on Blanks to
. genid to &}l departments and to all companies interested 2 copy of the
‘report on the first resolution as approved by your Committee and a
copy of the resolution of the Executive Committee on the second
resolution. 4
(Signed) “J. 8. PHILLIPS, Chairman.

“J. R. YOUNG,

“C. W. HOBBS,

“B. MANSFIELD,

“A. C. BAVAGE,

“W. N. VAN CAMP,

“JOS, BUTTON.”

The President: Any further reports?
o Mr, Phillips: I might say that the Executive Committee will have
ancther report at the next session.

The President: Is there anything further to come before the
convention at this time?
My, Phitlips: Mr. President, the Valuation Committes will meet
‘immediately after the adjournment of this session.
Mr, Mansfield: Wasn’t there another Committee to meet directly
#fter this session? -
. Mr., Van Camp: The Fire Marshals will meet immediately after
the close of this session.
"My Mamsfield: 1 understand the Valuation Committee will not
bave a very long session.
My. Phillips: About twenty or thirty minutes.
. The President: Upon motion of Col. Young, we will recess until
10 0 clock tomorrow mr::mmg

" ADJOURNMENT.
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WEDNESDAY MORNING SESSI()N"

The meeting convened at 11:00 A. M, Premdent Ellsworth pre-
siding. .

The Pregident: (entlemen, come to order p]ease We Wlli start-
with the Reports of the Committees this morning. My, Phillips. :

My, Phillips: T have a repori from the Executive Gomm1
which I will agk the Secretary fo read. :

The Secretary then read the report as follows: :
“To the National Convention of Insurance Commissionergy " ’

“The Executive Committee gave consideration to the two pr ted:
veports of the Sub-Commitiee on Fraternal Blanks dealing with the.
question of a revision of the fraternal valunation report blank 'a-n'd_:
the adoption of a gain and loss exhibit for fraternal societies:  Twp:
hearings were held on these reports on December 6th; at which the
representatives of the fraternal societies and congresses were present :
At the conclusion of the hearings the Commiitee adapted ‘I:he :follt)w-'
ing resolution: :

“Resolved {1), that sections A and B and corresponding rev:ummenda%.mns -
tained in the “Report of the Subecommittee on Frateransl Blapks fo t}\e Commzi;tee:
on Blanks of thie’ National Convention of Insurance Commissioners re: Remmp__ef'
the Fraternal Valuation Report Blank,” dated May 17, 1928, be adopted. '_ L

“(2). That action on section C of the above report and corresponding. récod "
mendations contained fherein be deferred and thaf such parft of the report be gweu-
further consideration by the Exweentive Commiflee at its nestt meefing,

““(8). That the Executive Committee refer hack tc the Subsommitiee for further‘
considevation the ‘Report of the Bubcommitiee on Fraternal Bianks to the Commit~:
tee on Blanks of the Natioval Convention of Insurance Commissioners re: Adoption
of & Gsin and Loss Exhibit for Fraternal Scecieties,” dated May 17, 1920, with in-
structions fo report tc the Executive Committee st its mnext meeting. )

{Bigred} “J. B. PHILLIPS, Chairman,
“J. BUTTON,
“J. R. YOUNG,
“A. G, BAVAGE,
“BURTON MANSFIELD,
G W, HOBBS.'

My, Phillips: 1 move the adoption of the Report, Mr. President.
The President: 'Those in faver say “Aye” contrary “No.” The'
motion prevails. i
We will now have the report from the Committee on Valuations.
My. Phillips: 1 might say (before that Report is read) for the’
benefit of the Commissioners that that is the report that was adopted:
by the Valuation Committee, pursaant to the authority given to that
Committee at the September Meeting, and the Committee at its meet-:

ing yesterday, did not modify that report. I will hand this report’
over to the Secretary to read. s

The Secretary then read the report as follows:
“To the National Convention of Insurance Commissioners:
“ ‘Pursuant to the following resolution: B
“*‘Hesolved, That the Committee on Valuation of Securities ba’
authorized to make a coniract for the pubhcatwn of the 'bonk of
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E) uatlons, and that it also be- authormed to arrive at the valuation
5% Fecurities ?Jy sueh methbd as nthe opinion of the Committee is
'pmper._ .

“Atiopteti at the annual meetmg o‘f the National Convention of
-"Insurance Commissmners ‘held 4% Beverly Hills, California, on the
“second: day of SEptembez' 1920 the Commlttee on Valuation of Se-

‘duritisg: reports-” R
: “That o September 30 1920 the Committee met at the Hotel
Astor in the City of Neéw. York for the purpose of determining what
“niethiod should Te- adopted to -arrive at the proper values at which
“the bofds and: stoeky: owned ‘by the insurance companies should be
-carrled i fleir dnniial statements for the year ending December 31,
1929, and entered in the book of Security Valuations prepared and
publistied: by the Committee.

6 AL thie miembers of the said Committes, except Commissioners
*Mansﬁe}d of ‘Connecticut; Young, of North Carolina, and Superin-
‘tendent Potter, of Tliinois, were either present or represemted at the
__meetmg There were also present Deputy Superintendent Appleton
‘atidAuditor Hughes, of New York, and Marvyn Scudder, of the
,'Investors Agency Representatives of many IFire, Life and Casualty
-Compames and fraternal societies, were also present.

o0 was the unanimous belief of all those present that the values

«quotéd on the stock exchanges and in the various financial publica-
_1%101‘13 ‘4t this time do not represent the proper values,
i ffer the representatives of the companies and societies had
“presonted their views and retived, the Committee discussed the various
ssuggestions ‘which had been presented and nnanimously adopted the
Hollewing resolution:

S “Resclved, That My, Marvyn Scudder, of the Investors’ Agency, who is under
_goritract with the-Committee to provide the values to be published is the Book of
'Se'cﬁility--f\'f'a]uatium' io be prepared and distributed te the varicus insurance depart-
_néents, Companies .and' fraternal societies early in January, 1821, be instrocted to
"yrepare ‘the values by adding to the values set forth in the last publication of the
‘Nationdl’ Convention of Insurance Commissioners, the market valuez as of Novem-
“ber /1,-1920,. and dividing the sum so obtained by two; except that Tnited Siates
1L‘1bert;y and Vietery Loan Bonds when acgnived by subscription from the Govern-
‘thent shail ke ¢a¥ried st not less than par and those purchesed otherwise shall be
- carmed -at . the purchase priee; provided that if any company exehanges any of its
.SECul'ltleﬁ or renl estate for Liberty or Vietery Loan Bonds then the Liberty or
“Victory - Tioan Bonds shall he valued aceording to the markel quotztion of said
_L]herty' oy Victory Loan Bonds on the date of said {ransaction; and provided fur-
“theéi #hiat in o case shall the value of any security be fixed at less than the actaal
Mirke 'qﬁata'tion of December 31, 1920,

: The Commzttee agreed that the values obtained in accordance
1] nethod provided in the foregoing resolution should be used
iz eé_ and societies in making up their annual statements
th the ‘various insurance depaztments,

. ommlttee also agreed that any companies which are re-
) red by theu' chavters on by-laws to prepare the annual statements
for. submlsmon the directors or stockholders st a date prior to the
"'p_ bhcatmn Of the Book of Securlty Valiues should be required, when
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filing such statements with the insuranee dépéitmgr_ﬁ:_s_, or SO0TL
thereafter, to file extra schedules “C” and “D,” -g_l_xing:g:the;yalues set.
forth in the Convention Bock. IR :
{Signed) “J. 5. PHI.LLIP-S, _Ch_'a;rm_an. _
“New York, N. Y., Dec. Tth, 1920.” S

The President: Those in favor of adopting the report-as’
kindly signify by saying “Aye,” contrary “No.” It is so ox:de‘r?:d

‘We will now have another report of the Committee on-Vaiu'a,ﬁ
of Securities. . : L

Mr. Phillips presented this report to the Secretary, Whieh_‘h_e
as follows: ST
“T4 the National Convention of Insurance Commissioners:

“Ag Chairman of the Committee on Valuation of Serurities, I submit the o]
ing preliminary veport showing the contributions to date made by the Various in
surance departments to defray the necessary expenses for printing and "bublish_ing"
the bock entitled List of Securities held by Tnsurance. Comparies,’ as of ‘December.
a1, 1926, R R

192¢
Oet.  Sth-—Gustaf Lindguizt, Insurance Commissioner, St. Paal, Minn

“ 0th—-Miles Schaeffer, Insurance Commissicner, Indiavapolis, Ind.
“  18th—L. K. Arrington, Imsurance Commissioner, Nashville, Tenn
“  13th—J. T. MeWiliiam, Insurance Commissioner, Austin, Te¥....
“ 14th—W. A. McBwain, Insurance Commissioner, Columbia, 8. GC.
“ 14th—J. G, Brown, Insurance Commissioner, Monipelier, Vi..
O 15th—3, Walden Smith, Insurance Commissiore, Augusta, Me..
T 15th—R. B. Forsyth, Insurance Commissioner, Cheyenne, Wryo..
" ibth--Joseph Button, Insurance Commissioner, Richmond, Va.
" 1Bth—Alfred L. Harty, Superintendent of Insurance, Jefferson City,
* 20th—F, H. Bllswoerth, Insuranse Commissioner, Lansing, Mich
7 25th—8. A. Qisness, Insurance Commissioner, Bismarck, N, D.
25th—W. N, Van Camp, Tusurance Commissioner, Pierre, 8. D
27th~—J, J. Donahue, Insurance Commissioner, Concord, N. H..
27th—T. B. Donaldson, Insurance Commissioner, Harrisburg, Pa.
27th—OC. W. Fairchild, Insurance Commissioner, Denver, Col......... -
29th—(@eo, P. Porter, Insurance Commissioner, ex officio, Helena, Mont.... 22.00
Nov. 1st-—A. C. Bavage, Insurance Commissioner, Des Moines, Ia e
lst—Henry C. Hapai, Dpty. Insurance Commissioner, Honolulu, Hawai
4th—-Burten Mansfield, Insurance Commissioner, Hartford, Coni.
Sth—¥rank ¥, Smith, Insurance Commissioner, Trenton, N. J... . 50.00-
Sth—Platt Whitmaan, Insuranee Commissioner, Madison, Wis... - 3013.00_.,
9th—aAlexander McCabe, Insurance Commissioner, San Francisco, Calf, 250.60

" 10th—a, €. Barber, Insarance Commnissioner, Salem, Oregon...... . 56.O0
Dec. §th-—Fred W. Potter, Insurance Commissioner, Springfield, L . 880,00
* 7th—J. P. Ramey, [nsurancé Commissioner, Kentucky... 166,00
L $4,562.00

My, Phillips: Mr. President, and Gentlemen: This report is-
simply given at this time to show the contributions which have already
been made to this Valuation Pamphlet. T think your attention was-
called at the time of the September Meeting to the fact thet on.
account of the increased cost in printing paper, the report for this
vear will cost from §1,200.00 to $1,500.00. The report contains the.
same number of pages this vear as it did last. e
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Some of the States have already increaved their contributions over
41ast vear, but in looking over. the list T find there are quite & few
“who have not.”

The State of New York is willing to pay its share and feels that
“it slways has paid its shiare. Last year its coniribution, after apply-

ing all the contributions.of the other States, including the $1,000.00
contribution of Massachusetts, which was paid direct, and after this
account was paid, amounted to $2,300.00. Now, unless these contri-
butions are materially increased, it will be absolutely impossible to
pay the bill this year. Of course, our State, I assume, like most of
your States, has a fixed appropriation from which we make this
payment, and had -we been called on last year (that our appropria-
tion this year ig. the same) to have paid that excess amount, why
the billg could not have been paid.

- I am gimply calling your attention to this fact, and if any of the
Btates which have already contributed have mot taken that into con-
sgideration. T trust that they may find a way to increase their con-
tribution, and those who have not already contributed may increase
“their. contribution over that for last yeat.

T gaid at the September Meeting, I think it was not called to the
gttention of the Convention at that time—I think the matter was
brought up by the Valuation Committee. In any event the biils or
the notices to the various States have already been mailed, and I
assume a great many Commissioners have received same, and & great
many have not. One or two States have increased their contribution,
and many others have simply duplicated their contribution of a year
ago, due 16 the fact that this matter has not been brought to their
dttention. I don’t want to be a beggar but T feel, however, that this
work iz just as much for the interests of the other States as it is for
‘New York, and while we are willing to pay our share, we reaily can’t
afford to pay for any other States, hecause New York, like your
States, is limited in payments by itz appropriation.

My, Darst: ] must say it was an oversight on our part. We should
have been on that list. We want to pay as much as we have been
paying, and some more. We will be glad o send in a check, Mr.
“Phillips.

My, Phillips: 1 the other States will send in a cheek it will help
to solve the problem.

“The President: What percentage of increase do you anticipate
thiz ‘yéar?

My, Prillipg: It is almost 25%—no, the total was $8,000 last
year. ' There 'wmzld be an increase of about 20%, it might be a little
less, )

The Presedent Thiz is a matter of considerable iraportance,
gentlemen. It is unfair for New York to stand this increase. We
ghould -make some disposition of the matter—make some effort fo
‘iricrease these contributions.
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My, Phillips: Mr. President, 1 assume a great many of the States b
have contributed all their appropriation will permit them. Those that:
are not hampered by an appropriation I hope W111 merease thelr__.
contributions. Dty

I neglected to say, while the New York eontubutlon Iast year Wa
$2,500, the department does a good share of the work, I mean not
making the valuations, but in the tabulations. The reports that, yo
gentlemen send in are tabulated and indexed by our department
if you had that work done it would cost 81,000 or $1, 200 Tha
department doss in addition to it its econtribution. :

Ay. Donahue: Mr. President, my State is New Hampshi
don’t contribute much, but I would be willing to inerease our
tribution 33 1-8 per cent. 1 would like, however, to have it con
tional, that the Commissioners get their beoks. as early as the ingud
ance companies in the State. 1 find that they. have recelved thel
books and peddled them around, before we get ours. Thl_s pi_ac_e_s .
it a very embarrassing position. . '

Mr. Phillips: Mr, President, 1 do pot know what-the. Gomfms;-
gioner means by that. Al those books are expresséd as zoon as they-i :
are completed to the Commissioners first, and then to the compame i
If some company in your State got a book prior to you,-all "1
say is that the express company delivered same to the company belos
they delivered yours. As scon as the books are completed, which is”
shout the twentieth of January, the books are immediately sent mx‘t[f
to the Commissioners and of course also to the compames ke

My, Donahue: Well, I will add 32 1-3 per cent. i

The Prexident: Mr. Phillips, I think several of the Commissioners’
have gone through the same experience. I wouid suggest that ydui";
department send all of the books to the insurance departments in the:
respective States for distribution. Would not that remove this objies
tion? 1 have had something of a shmilar experience and I believe it
you couid send an allotment to the Insurance Department, that de-'- :
partment could then distribute these books, instead of your sendmg"
them ou% to any of the companies. '

Mr. Button: 1 disagree with the President on that prepositidn.- 1 .
think the New York Department in sending them direct saves fitne..
My department has to give Mr. Phillips a list of every compa'ny;-—'é:-'
that is, Virginia company to whom he has to send this book. -For.
instance, I have a Virginia Corporation, with its home office” i
Chicago, another in Washington. The idea is to gei these books in’
the hands of the companies at once. They have to make their repo"r_t:,.'
and if they had to send the reports to me and I make the disi.
tribution, it would mean a loss of 24-hours, or more, and you would
not zccomplish the cbjeet in view. The idea is to get them direcﬂy
into the hands of the company. We don’t check these reports "ﬁp
for some days after we get the Valuation, but these books should
get into the hands of the companies at once.
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C My, Phillips: We will follow the wish of the Commissioners. If
_thev ~want thsir guota sent to a department, a company, or direct to
-:the Comtmissioner, we are w:]lmg to do that. It will save us prehably
& little expressage and postage to do it that way, but it seems 1o me

that it is just as nécéssary for the compary to have the Valuation
Book as it is for the Commissioner, and if you forward, for instance,
to Commissioner Ellsworth the quota that is necessary for the Michi-
gan companies; there would surely be a delay. The package would
bave to be opened, remailed, ete, and you would have at least ten
days’ delay.” - -

. The President: We have no way of knowing where you send those
copies and it ‘wolld make duplication in that distribution, that iz all.

M. Phillips: Mr. Appletor, who has charge of this particular
matter, ‘advises that for instance every Michigan company that is
authorized in New York receives a book., In addition to that, before
the tiie for mailing, you are advised of the fact that the Michigan
.companies that are authorized in New York will receive a book, and
‘then you are requested to send in the names of the additional com-
panies in your State. That is all we can do.

The Pregident: Mr. Phillips, the trouble is that we in the de-
pariment have ne way of knowing who have the books and who have
not, - If you would send them all to us, we could make the distribu-
tion. We would then know that everybody received a book.

Mr. Savage: As I understand it, the Commissioner from New
York will send intc my State a bock for all the companies that are
authorized te do business in New York from lowa, We have gix
companies operating in New York State. Are you to send them each
a-book?

~Mr. Phillips: Yes, they cach get a book if you send us a Hst

of vouir companies. If you prefer it, we can send the allotment to
the Comrnissioner and let him do the distributing.
© Mr. Buttorn: I know I received an acknowledgment of a letter
to the Wew York Department seversl days ago in which I gave them
4 list of all the Virginia Companies. You take that list and check
‘it up with yours to see if those companies do business in New York,
‘so thst there will be no duplication, and every Virginia company is
‘mailed g copy of that book, whether they do business in New York
o not. I, of ecurse, have to furnish you with a list, Isp't that se,
M7, Phﬂhps" '
B Mr Plnllips If a Commissioner’s company is authorized in my
State, that company will receive a book. If they send us a list of
the: compames that are not authorized in New York State, we will
give every. eo;npany #-book. If they prefer to have those bocks sent
to. the Comm}ssmner we will do that,

- M. Va,n Camp: - Mr. President, it seers fo me it would be well
to have. a committee have these books in charge and make a state-

sment of the extra c¢oits. I will be plad to inerease what we pay,
:but-unjess all the othiers do the same, we will still be short.
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Mr. Phillips: Add 1%, 25% or 80% to what you ate paymgy and
send us a check.

The Secretary: Some of the States have already mcreased the
contribution. Take the State of Pennsylvania, it hasg inerea
its subscription from $750 to $1,000; Virginia, $250 to $300; and
eral others. We would like, however, for all of you that ha.v
increased your contribution to de so.

My. W. B. Young: I don’t want to be like & yonng' man
State. They were going to build a church and the peopls-wete
to contribute toward it. Several did and others did not.: A:Ete th
contribution was over they found that they did rot have enmJgh
start in with and they found it necessary to have a second contn :
tion. The young man that suggested that they ‘have the peop)
double their first contribution, didn™ contribute -the ﬁrst
(Laughter,}) I don’t want o be placed in that position. Oui' ch
has not been sent in yet. We have been paying $100 -and -we
be very glad to agree with you gentlemen in increasing. it. If yore;
want us to double what we have been paying, we will be very 1ai
indeed to double it.

My. Phillips: In making that statement I did rot finten’d t‘o' cfi'
anybody. These contributions come in continuously until about Janus:
ary ist, and I think the contributions thus far made, or -the nim-
ber of States that have thus far contribufed equal the number ‘l;hat:
contributed last year.

The President: What dispositich will you make of this matter,:
gentlemen? This is a matter ¢f importance, unless you Wlsh a'_
special committee to come up to some of the

Mr. J. B. Young: I move that the Secretary be authorized 'to'.
write 1o each Insurance Commissioner that has not paid and ask them
to come across, that we need the money.

Myr. Travis: 1 am going to be frank. We have not got the money
The State of Kansas does not make its appropriation sufficiet $o.
allow the Buperintendent of Insurance to contribute towards t}ns
fund. I am here at my own expense. 1 think that iz one reasgon
why I am having a perfectly lovely time. I will tell the folks that:
our appropriation is deficient. At the present time I am makmg
that contribution as high as I can. If I can get any more, you. won't
have any more trouble with Kansas in regard to its approymatxon..
I am not making any promises about anything elge. {Applause)

Mr. J. E. Young: Mr. President, a matter was brought fo my-
attention at one of our meetings a day or two ago that is 1mportant -
and I want to call a meeting of the Committee on Examinations’ 50'
that we can go into this matter. I want to mention now that -wa
will have this meeting at three o'clock, if there are mo objections;
I am mentioning this ahead of time so that every Commissioner. may
be. present, every Fraternal Man, or company man that wants 1o
may be present. An examination was made by about seven States

11
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nd ,t‘ne men who ate m the departments are not satisfied. They
ave-asked me to call B meetmg' nf the -Commiittee on Examinations
IR0 tha_t they ay be heard: anid - give ihe: rea? facts. I being the Com-
inerof North: Caroling - think that the examinations that have -
“heert 'made WEr# absolutely fair. dnd just -and -that nobody has heen
f:_:'dnne a1 mjustice Howevep, I'think it is only fair that these depart-

© ients be huard by every member of thig. Convention and all those
'.-'.Who are mterested ‘ought to be present at.the meeting.

:;3 - Nebraska, }fowa,'Kansas, Missonri,. Arkansas, Mississippi and
“Bouth: Carolms. ‘werd: mecused, ‘and it was announced that {hey
: '4ru:>bbed a Fraterhal-Society. . I want you gentlemen to hear them
'-a{: three nc]ock if the matter meets with your approval.

M' 'Bu)lmgame Mr. President, is new business in order? May
esent thls rasolutmn to be read?

The' Secretary R

i ’"RESOLVED Tihat & commﬂtee of Five members of this Gonvenuon be appointed
" by ‘the. cium' 6. congider and report upon the question of use sand cocupaney coverage

IOF -8 Yiow prmdeé by virious classes of insurance companies, and fo recommend to the
‘:_Gnnventmn - they deem admsable uniform policy provisions therefor.”

ST o Phallipe: _W_hy ¢ar’t that go to the regular Fire Ingurance

[ Committee? RS

- Ma‘ By ngame T'had in mind that Committee.was so husy that

I thought we. cotld attend to it.

Ry L Pimllzps hat is entirvely up to the Chairman.

.'Mar’ JIR; Young ‘1 would like to mentmn a word regarding that.

tean be sed ina vidér utiached to the fire policy. That is a matter

“well déserving of -congideration.

'Ti‘z.'e Pregident - This rlghtfully belongs to the Fire Commitiee, I

A1 refer it" o them

.._Mr Bu’rlmgume I have no dhjecion to the Pire Committee tak-

Ling, ca,re oo certamly do not want fo ignore any standing com-~
‘mittee: T thought the matter oug'ht to be taken care of by a special

smuittee; e

'_'Mr. Jo BIY oung +1 believe in referrmg to the regular commit~
BE- 0N these n'zatters ‘1 won’t be ‘on any of them. 1 move that this

atier he refexred to the Fire Committee to take care of.

b motmn Was seconded ‘and carried.

i 'Premdemt. Anythmg further,. gentlemen‘?

4Mamsﬁeld A mee’cmg will be held on-Laws and Legislation
AR this ToOM: at twelve 0 cIock
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My, Whitman: Not for o few minutes. T
The President: Anything further to come before the Conventmn: !

this morning? L B
Mr. Savage: I would like the meeting of the Fr‘aternal .Qom :
mittee by eleven-thirty if pessible. There seems to be one Dr 7
other meetings to be held,
The President: That Commitiee had this room yesteréay after~
noon, I think some other Committee would like fo have this ‘Foo
now. This room really belongs to the Fire Marshals, before) th
close of this morning’s session they need a session and ought t > ha

. it now, L .'
1s there anything further, gentlemen; if not, we will recesS-.until_-'
one-thirty. :
It was voted, upon motion made and duly seconded, that the mee L
ing recess until one-thirty. L
ADJOURNMENT.

WEDNESDAY AFTERNCON SESSION

The mesting convened at two o’clock, Presidernt Elisworth pre-':
siding. : -

The President: Mr. Mansfield, may we have the Tepcrt L

My, Mansfield: My, President and Gentlemen: T have a report-'j.
here of the Special Committee on the Memorial from Congtess- arzd'.
the United States Shipping Board in regard {o extending the facah—_'_;
ties for Marine Insurance. That involves a great wany - points,”
among others cne on multipie lines. I have here a report from the’
Committee on Laws and Legislation, relating to multiple linés and:
with your permission and the permission of the members of the.
Convention, I would like in a way fo have them go side by side writil’
vou force a separation, which very likely you will do. Ina‘smﬁch_':aéf-
the same subject matter is to a certain degree involved in both, T am:.
going to read them itogether and we will try to straighten them.oi'ﬂ:'
before we get through. :

A year ago the Convention appointed or referred io the Commlt-
tee on Laws and Legislation the question of multiple lines which was
introduced by a letter from Mr. Evans, President of the Continental’
Fire. That matter was sent by the whole Committee on Laws -and’
Legislation fo a Subcommittee consisting of the Supermtenden’f'ﬂff.
New York, Mr. Phillips, Mr. Whitman and myszelf. We made a report
to the Laws and Legislation Commitiee this morning on that ques—-'.:
tion, a majority and a minority report. The majority report i§
against introdveing or permitting at thiz iime so-ealled multlplé.
line insurance. The minority report favors multiple lines. The
Commitiee on Laws and Legislation, as & whole, of course, are op-("
posing maltiple lines. I will present the majority report (or ask.
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K _sgmﬂbady else t6Y in a minute of two and then shall try to introduce
_a mlnorlty report in substitution of the majority report on the ques-
:'tmn of multiple lines.

©Onthe goestion of the Memorial in reference to Marine Insur-
’ émé_e,' T desire, if T mdy, just to make a few remarks by way of in-
“troductioh: so that yon may understand in a general way, at least,
what the situation is..

You will reniember that st Beverly Hills a Memorial carhe to the
Convention fiom the United States Shipping Board and from a Con-
gréssional Committes, Committee on Merchant Marine and Fisheries,
agking for the faverable consideration of the Convention and look-
ing towards the -extension of Marine Insurance PFacilities. Those
gentlemern who presented the Memorial have presentd to the Special
Committee on this guestion appointed at Beverly Hills" a proposed
bill tegtlating. Marine Insurance which they intend to introduce
inte Congress, and, of course, limit its application to the Distriet of
‘Colurmbia.

That bill is primarily one for the promotion of Marine Insurance

Conipanies and Marine Insurance. It provides, however, for a Marine
Imgirance Company doing a large number of other kinds of insur-
anee other than marifie and it classifies under various heads the
varicus kinds of insurance with which we are familiar, It also raises
in that way, vou see, the question of Multiple Lines so that that is
one-reason. why I am asking your -consideration of the two at the
same time.
o That Memorial and the bill to which I have referred presents ather
‘questions. . Among them is the guestion of reinsurance, the question
“of; taxatwn the guestion of the investment of the assets of insurance
compames in:the stotk of other insurance companies, and there are
"snndry othér matters raised in the Memorial and the bill which will
Hppesy. fo the: conivention when the report of the Special Committee
orithat matter is Tead to the conventlon as I ghall ask to have it
-.read ina féw moments

T want to say that iinderneath thxs whole proposition of enlarg-
_mg ot Marinie Insurance Tacilities, lies the increase of our Mer-
Echant Marme, our Amer:can Merchant Marine. The Special Com-
;raittes’ et here in -thig hotel in November last and gave to the
-] d States Shlppmg Board and to the Committee from Congress
S heamig which ook 4 whole day. Admiral Benson and several
‘othérs™ represantmg the ‘Tinited States Shipping Board, including
Prﬁfessor Hue?aner, 4 well known expert on insurance, were present,
‘and Cong rEssT ‘Edmunds; of Philadelphia, who is on the Subcom-
mj’t%gé;bf_-M “Marine and Fisheériss of Congress, and ofthers
weLe also present at: the same time.

: 1 i:her"peeple who ‘desired to be heard on some of
thie” questmns involy n that Memorial, partievlarly the guestion
: '-Muihple Lmes, th Gamzmttee ‘adjourned and held another meet-
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ing last ¥riday in this hotel, which meetmg Wwas thrown open to_':
everybody who desired to be heard on one side of. “thie other. T say
the Special Committee has its report which it is ready o presen :
The Special Committee and those other Subcommittess of the. ‘L&
and Legislation Committee to whick I have referred sent the B
aration. of a report upon the Memorial and the proposed il t
Subcommittee consisting of Messrs. Phillips, Hobbs and Donaldsa
Mr. Hobbs has prepared the report which becomes the. report of
full committee, all members agreeing thereto including Mz Mela
of California, who has not been present at any of our meetmgs
who is represented by Mr. Donaldson.

Now I have the two reports from the Subeormittes nf tlze
and Legislation Cormmittee to which I have referred, the maJO__
report having become the report of the main commxttee by a 10
of the committee this morning, and I will with your perrmssmn, M
President, ask that that report of the Laws and Leg’zslatlon .
mittee (for it has ceased to he a majority report) be now presenﬁe :
and read. But with your permission I should like action “thiereon.
deferred until we hear the report of the Specidl Committes on the.
Memorial and the proposed bill relating to Marine Insiirance. . '

I am going to take the Hberty of asking My, Phl%llps, i he 1s
ing, to read it. I don’t adhere to that report,-and 1. Wozﬂd :rathe .
not present it.

Mr. Phiilips: The Chairman of the Committee 'app_a‘r&é_ntlgr_is-.
in accord with the report of the majority of the committee over w
ke presides. I therefore take my orders from him, and “will-ired

the majority report or the report of the Committes on L&Ws'an Z
Legislation.

*“To the Natlonal Convention of Insurance Commissioners:
“Your Commitiee on Laws and Legislation having under consideraticn: the quesf.:l
of Multipie Lines referred to i, reports, thai in iis judgement it is madwsable 4t thie:

time o abandon the American Systexn of single or classified fields of insuram:e
and substitute therefore the Multiple Line Policy,”

In order that our records may be clear from a parhamentarsr :
standpoint, 1 move the adoption of the report which will’ g‘lve ‘M
Mansfield an opportunity to present his minority report. . :

Mr. Mansfield: Omn behalf of the minority of the Laws and I, Zige
lation Committee represented by the Commissioner of Massaehusetts,

the Commissioner of Pernsylvania, and the Commissioner of Cona‘
neeticut, I desire to present this report.

"“To the National Convention of Insurance Commissioners:
“A minority of the Laws and Legislation Committee to which Cumm:ttu
referred in December, 1919, the question of Multiple Lines herewith present the full'

ing resclution for adoption, as a substitute for the Comunittee's Report which ‘nas
been read:

“RESOLVED, That this Convention is of the opinion that the Insuranee Laws
of thé several Btates should be ruodified so as te permit compenies, others thag thnse

writing life- insurance- and surety and fidelity, to write under preper regnlatmns, ail
ciaszes of insuvance excepi life and surety and ﬁdehty L :
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That is mg’ned by Burtan Mansﬁeld ‘Thomas B, Dona]dson, and
) 1 have added - M+ Hobbs NAnE :

ot would move that that ba substituted for the report of the Laws
cand: Legislation Commattee However, Mr. President, if I may and
-thexe is he obgectlon, before we take a voie on that, in fairness to
ourselves and: conventmn and to the interests in the Marine Insar-
ance: matier, wWe ought 4o have the report of that Committee also
presented You will ‘noiice. in that we try-to say nothing on the
‘question of the, Mu]tlple Lines further than to say that it will be
otherwise diaposed of. - My: Hobbs, as I said before has prepared that
“report and with. your permission, I would like to ask Mr. Hobbs, the
“Insurance -Commissiorier of Massachusetts, to read the report of the
Speclai Gomm1ttee

: Repart of the Speclal Oommltﬁee to Consider a Memorial from the Shipping Board
s,mi from a Comlmttee frm:n the House of Representatives Relative to Marine Inasur-
4ance

The Commlttee hag congidered the bill presented for the purpose

Df regulating Marine Insurance in the Distriet Df Columbia, and
suggests the following report thereupon.

It may ‘be présumed at the outset that the National Convention of
Insurance Commissioners is entirely willing to do all in its power
4o assist and further the aims of Congress in building up an Amer-
-iéan -Merchant Marine, We have endeavored, therefore, to give the
‘bill presented eareful and detailed consideration, taking up its sev-
eral features with a view to ascertain which of these features can
properly be presented as part of a uniform legislative program to be
wecommended to the several States. These points will be discussed
in the order in which they appear in the bill.

1.7 ‘Changes in the Marine Clause, so-called.

“The marine clause in the proposed bill differs in form rather than
zn substance from those in use in States where marine insurance is
~yery largely written. If has been represented, however, that some
“States have questioned the authority of a marine company o write
"ﬁh_e- go-called builders risk. "There would be no objection to broadening
the clause .so that builders risks or any other risks, except surety,
‘affecting the subject matter, may be included, as it is our belief that
“if the ‘ordinary forms of the marine elause this cover can be written,
“The -Comittes, therefore; recommends that State laws fixing the
'pOWers of ‘marine and fire-marine companies be so amended that
“gich s -eompany may, in connection with a marine or inland marine
or _transporta‘_c_lon ingurance on property, alse insure against any
-risk ‘whether to person or to property, inclading liability for loss or
‘damage to-either, arising out of the construction, repair, operation,
mamtenance ‘o use of the subject matter of such primary insurance,
Lexcept Tife hisuranes and surety and fidelity bonds. The Committee
does not consadar it expedient that Hahbility for death or injury to the
pergon arising from the, operatlon, mainteniance or use of aircraft or
:-.automoblles be wrltf;en under the marine clause so long as the sep-
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aration now existing between casualty companies anﬁ_ fire and m.ar:l_ng’
companies continues. o IRt
2. Classes of business which may be transacted by 'iﬁﬁﬂrﬁycﬁ_
companies, S
Other than theé changes in the marine clause there séems: tq_'be.
reasonr for comment upon the classes of insurance outl.ingé'd;'.mj
bil! which companies may be authorized to transact. ‘The classil
tion made in the proposed bill differs in srrangement. rather ;‘th_a.”
in substance from the classifications in use in States havmg wells
developed insurance law. The main problem under this .h_e_ad 18
combination of classifications with a single company may. b"g_'_iﬁc_n__
porated to transact, the so-called multiple line problém. The distine=,
tion between fire and marine companies and companies 'Wz"iti‘l_lg the
so-called casualty lines is very generally observed in insu_rance_'eqées.__
Of late years there has grown up a certain degree of over-lapping:
Nevertheless, the distinction is of such long standing that _‘g‘:ﬁei’e; is
mueh opposition to obliterating the distinction, not only among insur-
ance companies but also among the several insuranee departments
Inasmuch as the question of multiple lines is before the Cénvention 'in
another form no recommendation is made in this report. LR

3. Re-insurance Companies.

While the case of re-insurance companies stands on.a -SOHIGW}I_#?.
different footing, the same consideration as that noted above has
caused nc recommendation to he made in this report. :

4. Re-ingurance,

The clause of the proposed bill relative to re-insurance appearsto:
be exactly parallel to the action heretofore recommended by the Con-
vention and enacted into law in the States of New York and
Massachusetts. It would appear unnecessary to do more 't'ha'_i'i:

‘ reiterate the conviction of the Convention that a liberal policy of '&]10'&"—
ing eredit for re<insurance along the lines of the bill heretofore résoms
mended is highly desirable. And that States which have not adopted,
this legislation adopt the Convention’s bill: B

5, The Unearned Premium Reserve for Marine Rizks.

The rule iaid down in the bill differs from the computation reguired
by most insurance codes in that it doubles and in some cases triples:
the reserves at present required and besides sets definite limits as to
when unterminated voyages or transit risks shall be deemed to expire.
In present conditions affecting occean transportation the limits set and
the increased reserve appear not unreasonable, but it is guestionahle-
whether such limits or inereases would not be unwise after niorral
transportation conditions are vestored. Before recommending these
changes there should in the judgment of the Committee be furfﬁé_f
investigation. e

The bill does not seem definitely to provide for a loss or claim
reserve. As it is phrased this item of liability is carried as a surplus,
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--‘Ehe girplug of a marine company should be the remainder of its
assets after deducting the unearned premium reserve, the loss or
claim reserve, its other liabilities and capital stock.

8. Taxation.

: The proposed bill provides a method of computing the underwriting
profit on-marine business, and the substitution of a profits tax for
the excise tax on premiums commonly in use. A profits tax, other
things being egual, seems more equitable than an excise tax on
premiutns, Before recommending a definite change, however, a
further inveltigation shoeuld be made,

7.- Investment of Assets of Domestic Companies.

) A uniform investment law would be of great value but does not
é.'p_pea‘r -essential. This matter should also be investigated before
uniforim action is recommended..

8. Merger of insurance Companies.

A complete insurance law sheuld include provision for the merger
of insurance companies, and the provisions of the proposed bill appear
entirely sound. . .

9. Membership in Underwriters’ Associations and Insurance
Syndicates. .

The Convention is in entire agreement with the position of the
proponents of the bill that a successful entry to the foreign field
depends on the ability to form and the right of companies to enter inte
Underwriters’ Associations and Syndicates. It is recommended that
in States which have anti-frust laws prohibiting membership in such
assoclations and syndicates, such prohibition be removed.

19. Foreign Branches.

1f in States legislation is necessary to apthorize insurance com-
panies to establish foreign branches, such authorization should be
made, The bill makes the following provisions in conneciion there-
with.

“1. Provision that the transaetions of a foreign agency may he
omitted for the annual report for six months previous to the time when
the report is made, all omitfed transactions to be included in the next
annual report.

- *2, Permitting companies o include in admitted assets agents
balanezes in foreign countries which are collectible and not more than
180 days past due, with such other modifications as may properly
apply to foreign husiness obtained by way of re-insurance. The Con-
vention has already taken action substantislly along these lings. When
necessary statutory provisions should be wmade for giving credit for
agents balances in accordance with the above provisions.”

11, Corporatibns to write insurance in Foreign Countries.

The- proposed bill provides for the incorporation of companies to
engage exclugively in insurance in foreign countries and permits the
ownership of the capital stock of such corporations by American
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corporations engaged in the same kind of msurance The consider‘a—j_
tions relative to multiple line insurance by domestie- cotipanies do ‘ot
apply to companies rot writing business within the- United: State
The enactment of enabling legislation along the lines- sug’gested
therefore, recommended, subject to the Hmitation that 1o 1nsurance_
company shall invest more than twenty per cent of its capﬁcal an
surplus in the stock of such cerporation. :
12. Other Provisions. o s
The remaining provisions of the bill relative to the: hcensmg (7 8
brokers =nd the keeping of classified records appear to-be do St :
questions which may fairly be varied to meet conditions in the several'_
States. With regard to the keeping of records, it- might be.said:
that a broad discretionary power in the supervising official is on the'_
whole to be preferred o elaborate statutory requirements: . . : :
Respectfully submitted for the. committes, =
CLARENCE W. HOBB&™

Mr. Hobbs: Before taking my seat I would like to make oné small”
statement with regard to this report in calling the attention of thé:
convention to the fact that many of the provisions contained in'this
bill for the successful conduct of insurance in the foreign-field: have
already been taken care of. The Burlington Rule, so-called; which"
effected the gzvmg of credit of deposits made in connection with énter-
ing the foreign field was abrogated by action of this convention and
has been followed in at least one State by the repeal of leglslatwn_
which looked toward the same end.

The matter of re-insurance has been dealt with by the canvention_
and has been enacted inte legislation in the States of New York zund
Massachusetts. In other Btates the enacitment of this legjsla%ion'
appeared unnecessary. It is poszible that there are some States Where:-_
the statutes should be modified in order to provide for liberal insurance
along the lines of the convention bill, but in all events the conventmn:-
in this line has done all that it can, o

In the matter of agents’ bills in foreign couptries, and the treat-'
ment of the reports of foreign branches, the convention on the first
day of this session took action substantially in line with the ‘Hilli-
Those compliances with the desires of the Commitiee of Cong'ress.
should be noted o the credit of the convention, whatever the action
to be taken upon the rest of the report; and this report, while it omlts-
the big controversial question entirely, does include seversl matieds

which, if enacted into law by the various States would be. of g'reai:
value.

Some questions contained in this report cannot well be dealth w1th
by means of a uniform report. The matter of taxation which is a":
very important question indeed, is almost impossible to deal with in: 'S
uniform manner on account of the varying taxation provisions iu the
State Constitutions and the wide variety of differences in taxatlon;
practises in several States. Nevertheless, the geneyral prmmple.that-':

=
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~aprofits tax is more eguitable than a flat exeise tax on preminms is
Ahe conviction of the committee that considered this matter, and I

- think will appeal to the judgment of the convention because if is quite
~obvious. that a.profits tax. falls upon the shoulders best able to bear
it,.and if such a tax can be framed to produce an equal amount of
revenue, there should be no objection in the States te substituting it
for the straight excise tax.

The other matters dealt with in the report, I think, mainly speak
for themsélves and Twill not at this time add further corument.

Mr; Monsfield: 1-was going to bring up the minerity report and
then the majority report of the Committee on Multiple Lines and then
this. I thought that would be a logical sequence. Is there any objec-
tion to that? If there is not any Mr. President, I would likte to present
wiy motion that the minority report of the Committee on Laws and
Legislation be substituted in lieu of the main geport.

My, Bution: In view of the fact that™there seems to be ne
difference of opinion on this report why might it not be a good idea to
get rid of this report by having it adopted?

By, Mansfield: 1 was going on the theory that the smaller matters
or the single matfers could first be disposed of and then this report

which embraces many mattersl, could eome in, But I have no objection
if you think that that is a betier way.

Mr. Button: 1 thought this was a matter aboui which we all
agree. Even the Commissioner of New York would agree to this.

My, Mansfield: T don’t know as it makes much difference.

Mr. Button: 1 move that this report recommended by the Special
Committee be adopted.

The motion was seconded by Mr. Phillips.

Mr. Manzfield: T simply want to say Mr. President in that respect
that I simply sigmed that report and am willing to go so far as the
report goes but I am willing also to go a great deal farther and I do
not wish to be committed by the limitations of thati report.

The President: Those favoring the adoption of this 'repﬂrt will
say “Aye”.

The motion was carried.

The President: The committee is divided on the question of Mul-
tiple Lines. So that this matter may he presented to you intelligently,
I will ask the Secretary to read the majority, also the minority report.

The Secretary: I will ask Mr, Phillips to read the majority
report. ,

Mr. Phillips read the majority repotlt.

M. Maﬁsﬁ'ald: This is the minority report which I move to be
substituted in place of the report of the committee.

My. Mansfield read the minority report.

My, Mansfield: -May 1 say a word in support of my motion, Mr.
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President? The question of Multiple Lines, gentlemern, iz not a“new:
one in jtself. Tt is a new question, however, in relation 1o the various
connected matters which have recently come Into existence. _,It.'_:is-a'._-_
very imporiant question, the question of Marine Insnrance gnd' mthat
phase of it assumes & new and exceedingly conseguential importance.;
I have already said and everybody knows, that so far as I A Ot
cerned and my lttle State, we are in favor of Multiple Line. Ii'_xsq"r‘gnce.._f
There arve companies already crganized in Connecticut which have'the.
power ander their charters to write any and all kinds of insurance:
including ¥fe. 1 grant you, gentlemen, that that permisgion is perha
of little avail when my friend from New York contiols t}_zel sitqati'r"r_
and says that of course a company from Connecticut or any other:
State desiving to write all these lines, cannot be admitted to my Staté
That is all vight, he has a right to do that; I am net questioning:it.
I might question his right to say that that company might not do that
kind of business outsidé.of the State of New York. But.that is beside:
the question, so I realize that the position which I take may be of littié!
real importance. I think, however, that as the statement of a prm-
ciple, which I believe ultimately we are coming to, it has its signis
ficance and it is from that point of view that I desire to make Ty
statement. L

Admiral Benson and those who supported the Memorial %o which'
we have referred and the proposed new hill regniating Marinelﬁsﬁz‘_—f
ance, emphasized the necessity of Multiple Lines in order to carry pii_f
more successfully as they thought than in any other way what they’
desired to accomplish. They propose, if they an, to build up a lzir'ge':
American Merchant Marine. In order to do that they have got to have
the ships and they are providing them. TIn order to do that, our bank:
ing institutions have got to establish in foreign lands their banking
branches and that is being done, and there is a third help. He wisheg"
insurance interests and facilities to be extended to the longest _"a'n_c_i',
largest degree so that Marine Insurance and all that goes with it &
that all risks effecting a ship or its cargo or men concerned, may be:
insured under ome operation and the parties concerned will not be.
obliged to go to half a dozen different offices, if necessity exists for
intensive and complete ecverage. A

They also want to do away, if possible, with the great competition
which is now being carried on by the European Companies against.
our own companies, especially the companies of England. Two-thirds
of Marine Insurance premhwnms, which are now paid annually, are.
paid to companies in Great Britain, They think that a large part of
that, if not the whele, should come t6 American companies and that’
Armerican companies should be put into a position ‘where they N

compete at least on as favorable terms (if not better terms) with the .
foreign company. s

I amn not going to take your time to go into this important questio:ﬁ:
It wopld take too }ong, but I think whatever our views may be on the’
question of Multiple Lines, every member of your commities “wag’
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_lmpressed with the idea t'hat ever:vthmg should be done by the
‘National Convention of. Insurance Commissioners and its members to
further the objects which those gentlemen have in view and to some of
us at least, this particulay object, that of Multiple Lines seems to be
an important element in théir program.

With your permission, Mr, President and Gentlemen of the Con-
vention, I am going to ask the Commissioner of Pennsgylvania, as part
of the remarks in favor of the minority report, to read what Mr. Rush,
of Philadelphia, an insurance man with whom you are ali acquainted
no doubt, has to szy on this subject. May I ask Mr. Donaldson to
read a portion of Mr. Rush's remarks?

Mr. Donaldson read statement by Mr. Benjamin Rush.

My Phillips: 1t is not my desire to detain you very long. I simply
want. te. make a brief statement upon the proposition as it is now
presented to the Convention and express the hepe that the motion
made by the Commissioner of Connecticut will not prevail.

I'appreciate and conecur in all that has been said in the desirability
of building and developing American Marine Insurance. I différ, how-
ever, with my friend on the proposition that in order to successfuily
devélop American Marine Imsurance it is necessary to abandon our
present American system of specialized lires and adopt what is known
as the Tinglish system.  England has a great many good things, but
I am yet unwilling te subscribe to the proposition that everything that
comes from England and from foreign countiries shouid be adopted in
America,

Tf you listened, and you did listen to the paper that was just read,
vou will find that one of the principal things which, it is claimed by
Marine Underwriters to be in the way of building up the American
Marine Insurance, is the fact that they have not been permitted to give
complete marine coverage. In fact my friend from Connecticut said
that it did not seem right that a ship owner or the owner of a cargo
desiring Marine Insurance should be reguired to go o several com-
panies to obiain his coverage. I agree with him, and the report which
has just been adopted unanimousty recommends that if there are any
States with laws prohibiting the granting of complete coverage upon
marine risks that those restrictions be removed, so that answers that
guestion.

: The thing I differ with is that in order to develop American Marine
Iriguratce (and I cannot understand that) you must give them, what?
The: Multiple power, the right of any company to write all classes of
ingurafce. Why? How would it help the American Company. We
will ga¥ the New York Company, the Massachusetts or the Connecticut
Gompany, if- it had the right, in the case of a fire company, to write
cagualty’ msurance, including Workmen’s Compensation Insurance,
and the emplover’s liability (and that is about all left here), how is it
going to help them. to build up the business of Marine Ingurance by
giving them the right to write such additional lines in Massachusetts,
New York, Illinois and &1} the other States where they are operating?
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Why I said to the committee this morning, pro‘hably the greater-:
part of the Marine Insurance originates in the City of New . Yoi!
1 suppose more than 80 per cent of it. Last winter when the prop _
sition was presented to the Legisiature, when we were: trymg 0
eliminate the unanthorized Marine Insurance, the American: Unders"
writer, the broker, the ship owner, all stated that there were. nﬂt;_
sufficient American facilities and now we have just found: ou
cause. That is because a fire company canneot write in-the Sta
New Yorlk,and these other States compensation insurance s
other lines. If they had that, then they could give the marme
ties. To my mind there is nothing in the argument. -

There are some other considerations. If the Enghsh system :
such a thing (Cana&a is a part of England) why did tot: Canac{a";
adopt the English system? They have the specialized lines thi €
You have in this couniry the small company. Probably a large coms:
pany with ten or fifteen or twenty millions of capital and surplus’
could get along in writing the Multiple lines, but what would be:the
result?” Going out not in competition for Marine Insurance. but in’
competition for other insurance in the States where they operate; the
casualty in the casualty field would want to go into the surety field
ultimately. This would only be a stepping stone and then .every..
company in order to compete with its competitor, whether it Was3
necessary or not, would want to adopt the same lines and. with: Its;.
smali capital and surplus how long do you think it would survive? .

Repeating again the statement I made before the Commitiee this:
morning, that if you adept the Multiple Form System, in my judz--
ment the prediction made several years ago by a prominent under—--:
writer, that inside of twenty-five years twenty-five insurance coris
panies would be writing all the fire insurance business in the United -
States, would come frue before the expiration of that period. o
T confess that when this thing was first presented, it came to oUT. "
department early in my administration. It was rather a fascinating
doetrine and T couldn’t quite understand why a company that had suf— .
ficient capital should not write all lines of insurance, but the more:
I have studied it, the more I have learned about it in the administras"
tien of the office, the more I have bhecome convinced that our Amemcan'fj
System is preferable to the English System. :

T could go into the different phases of it. For instance, i you -
had all the lines, how would you separate them? Is all the capltal.-
going to be used in case the marine losses were so great, so that that -
fund became impaired? Are you going to use the cutirve capital of the -
company to make good that and subject all the other puhcyhcﬂders,"
the casnalty policyholders and the surety polieyholders, to that hazard? -
There are also the workmen's compensation policyholders, and that
you want to bear in mind is an important phase of insurance toc}ay'
and our compensation insurance carrier should be so safe and so0"
sound the workman when he receives an injury and is given an award”
can know that he can collect that award. :
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i Here is'an illustration. I have in mind a company in this State
(I think the Marine Underwriters will bear me out) that last year
Lwas-not an exceptionally good year for Marine Underwriting and
there are many Marine Companies operating in this State. Some of
Ahem are pretty near the ragged edge because of their Marine busi-
~mess and I have one company in mind that has used up a million
“two ‘handred thousand dollars of its capital in Marine losses in the
-lasgt two years;, so that it was veguired to cease writing business. It
- has all gone in Marine lesses. If you had a segregated fund of the
Marine Fund and hzd te liguidate that company, what would you
‘have? You would have the bare reserves on your other lines.

I dor’t know who was respensible for the Amervican Specialized
System. It might have grown up in a haphazard ‘way, if you please,
but if anyone was responsible for adopting that system or however
it came about, I think they builded better than they knew and I think
as the years go on, you will find that our American Specialized Sys-
temi wiil ultimately result in preater security to the public and to the
ingured than that which would be developed under the Multiple Form
System,

I dont care to take more of your time. I do hope thai this con-
vention at this time will not go on record and adopt the Multiple
System and sbandon the American System.

Mr.Doneldson: Might 1 ask you a question, please? In the finan-
cial erisis of the American Marine Insurance Company to which you
referred, were their losses incurred on hull or freight or cargo in-
surgnce?

M. Phillips: Both.

My, Dongldson: ‘Which were the majority losses?

My, Phillips: Probably cargo.

Mr. Donaldson: Are you sure about that? I think you will find
out that the companies which suffered losses have taken on hull
coverage which was not written by the high class and high standing
companies. The three Marine Pools which are organized today were
the result of a demand for hull eoverage which was apparently the
worst form of coverage for them and there had fto be a growth of
facilities for hull coverage which resulted in the creation of the three
pools to which the seventy-one eompanies are contributing now which
had- hever existed until Mr. Edmufids and the other gentlemen or-
gianized this pool.

1 tdke issue that the public is entitled to coverage. This sugges-
tionr from Congress is that facilities for coverage should be had. It
has not heretofore existed. My point of view is that the American
people, ship_-owners_l and others which are entitled to coverage and
faeilities shotld -be accommodated and eapital should be atfracted.
They claim capital is not attracted to Marine Insurance because of
the resirictions.of the laws of the various States.

My, Phillips: - Under the special report which has just been
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adopted you give complete Marine coverage, do you “hat? However :.:
with this plan the fire company must invade the easualty field andu_§
the casualty company the fire field in order to build up their bi_l_sn'{egg_--;._
so they can carry on Marine Insurance. That would be the _-logl 1
argument.

Mr. Donaldson: Suppose that in the port of Rio de Janelro
American Fire Company was located and not permltted L0 WY
casualty lines and face as is the case British companies writifng Mult
ple lines, Who gets the coverage from the southern port 1
America?

Mr. Phillips: If that American Company is in a State that .
amend its law in conformity to our special report, there Wpuld 3
nothing to prevent it from giving the casualty coverag'e ‘o he:
Marine risk. ‘.

Mr. Young: Then you think the special report adopted gwe a,':
full answer and all that they ought to have? ) : :

Mr. Phillips: So far as the Marine Transportatmu R1sk i ‘ean=
cerned. When you enter into the foreign field 'thai'. spectal: xeport_f;
provides for the ownership of stock in a foreign company so thataf
that weapon is necessary (the Multiple Line wezpon) -to “develop
foreign business, and our companies are large enoug’h and want f.oﬂ_
jnvest a portion of their assets in a company that is orgamzed ex--_
pressly for the purpese of carrying American business in. the :Earelg'n
field—they ean do it. We have a limitation as o the amiount of guch -
investments which in my judgment is much betier than to gwe them"_
all the Multiple Power rights in this country. :

Mr. Hebbs: Mr. President, it is with some hesztatlon that I ente
upon a discussion of thizs subject which has been so ably cnvered'.f
by the two leading exponents of the various sides of this’ questlon o
I feel very heartily in sympathy with the ambitions of the Commltteeg
of Congress which iz dealing with this great subject. There can ke
nothing more depressing io our recollection than the fact: that the’
American Flag disappeared largely from the ocean where once it-wag.
frequently seen and that one desiring tramsportation to or. from’
America must get it as a rule under the flag of another nationality’:

The cause which led to this were undoubtedly manifold. Tl ves.
sult is one, I think, which as Americans we all deplore and as Awiér -
cans we all sympathize with the ambitions of Congress to keep that:3
flag upon the ocean and to transact the great commerce of Americs’
as far as may be in American bottoms. It is, therefore, with tha.tﬁ
feeling that I have perhaps listened overfondly to the arguments ot

the Committee from Congress and been much impressed by the pomts :
they brought out. :

I have listened with great attention to the arguments of. thef
Superintendent of Insurance of the great State of New York and as:
a practical matier, I realize that whatever action we take on this’
resolution can have little effect except as an expression of Ithe con~5
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“viction of thiz convention, for go long as the State of New York re-
taihs its present position, no action of every other State in the
“Unioti can effect the result of it.

" Whatever be the reason that ke has brought forth, he cannot at
least deny this salient fact that whatever be the purpose of our sys-
“tem of American Insarance, whatever be its seience; the money in the
_fo_reig‘n insurance field hag been made by other nationalities. That
“fact is too prominent to need any great discussion, The figures were
all presenied for the benefit of the Subcommittee that sat upon this
matter and have been argued extensively elsewhere.

I'have never hear that in England there was preater insecurity in
‘the insurance companies than in thiz country. I have never heard that
their deslings with their policyholders were less equitable, and I have
never heard that any great harm resultéd from their system of in-
surance, Thkat fact remains to be demonstrsated to my satisfaction
and on the cther side, you have the undoubted fact that this matter
of foreipm insurance of intermational insurance, English companies
stood supreme until menaced by the aggression of German Com-
panies hefors the great war.

It is very good sense in attempting to irvade a fleld where others
have practised successfully to take a leaf if you can, out of your
opponent’s book and base your action in part at least on what he hag
found a successful system. It may be that this will involve giving
up some of the practises common to American insurance. It re-
‘mains o be seen how vital those practises are and to what purpose
they are dirvected.

< If T may make a certain illustration of the differing attitudes of
the Superintendent of New York and the Commissioner of Connecticut
to this question, I might use this ilustration, that the Superintendent
of New York looks upon insurance companies as if they were dogs
the breeds of which must be kept pure and that only the dogs of se-
lected strain should be allowed to do business. (Laughter.) The
Commisgioner of Connecticut on the other hand is strong for the all
round dog, the dog of many sires and perhaps of many dams, the
dog which the unkindly Superintendent of New York might prefer
to clagsify as a miengrel or even as a “yallow” dog, but we have it on
the authority of an eminent naturalist that when you get out of the
special conditions that make the breeding of special breeds possible,
it is the “yellow” dog that survives and the special types that die
out. (Laughter.) :
That, I také it, is exactly the argument of the Committee of Con-
gress. They point to this foreign field and the all round companies
that are doing business in it and they argue that the specialized
companies ‘of America cannot hope to compete because they cannot
fitd the food that they have been relying. on in the States and that
‘Ttake it is the argument that is expressed in somewhat vulgar ferms
perbaps which is back of that contention that we ought to take a leaf
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out of the English Companies’ book, pay less- attention to speCI :
lines of insurance and if 1 may say to the interests of the special Hne
companies, and pay more attention to the building up of potent sall
round insurance organizations that will have a standing . af 4
ability to de business in the same way that their competitors do! iy
we do that, we at least have a better chance of suceess than.we _have___
nOW,

There iz nothing in Multiple Line Ipsurance that 6etz'acts fro :'_
the soundness of a company. In theory at least the more finag” ‘8
company writes and the further it extends its risks, the least izkel_v'_-
is a losg in a gingle branch of insurance tc upset it entirely.. ’I‘ake',
the case the Superintendent of New York has quoted. of the- Marme'
Company which, on account of its failures in the Marine Field’ alon_e, 3
was compelled to cease writing. Had it spread its riskg over .miore!
fields and been able to compensate with a profit which it derived from:
one field the loss it sustzined in another, that cessation of busmesS‘
might not have been necessary and if I am not mistaken, that ;prm—;
ciple is sorne reason for fhe success of the companies which have i
the foreign field not confined themselves exciuswely to single. lmess.:=
of business. L

As I have stated in the beginning, 1 regard this more as an exn
pression of opinion than as having any practical bearing on the reu:
suit, but I feel strongily that way that this convention should: ho_ld.,
up the hands of Congress in its endeavor which ought to be dear”
to the hearts of every patriotic American citizen. We might at Teash.
extend the power and let the result prove whether it was wise or mﬁ:-'-

The President: Are there any further remarks? The questwn.
is on the adoption of the minority report. Are you ready for fhc,
question? These in favor of the adoption of the minority report nf :
the Commitiee will say “Aye,” opposed “No.” The motion is 1ost

The guestion now is on the adoption of the majority report, of - the:‘:
Committee. Those in favor will make it manifest by sayving "Ave ”
opposed “No.” The motion prevails and the meajority repart 1o
adopted. ; e

Mv. Mansfield: There are three matsers referred to i the e
port of the Special Committee on Memorial where the Committee sug~
gests further investigation be made on the question of unearned: pre-
mium reserve, the question of taxation and the question. of fnvest:
ment of assets of Domestic Companies. You have adopted’ thls Yo
port unanimousty, I think, and 1 suppose, therefore, those: recom~__
mendations as to further investigations in those three regpects: ar
also adopted. I do not know just what the convention wishes to do
in the way of further investigation—to send those matters. to pérs:
‘haps their respective committees if there are guch commiitiees,

Mr. Button: 1 move that in view of the fact that there ave tﬂl .
further matters to be eonsidered that this Special Committee-be cons -
tinued and that they be instructed to further consl&er ’ch"' matters'
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- ¥hich were embodied in the report and make recommendations at
- some fature time.

-l The ‘motion was seconded.

UMy Mansfield: I hope, however, you will not restrict us to the
s consideration of the matbers involved in the report, but if you have
i objection; 1 would like the committee continued for the purpose
i-_o'f takitig up all the questions which are involved in the Memoria!
" ani the proposed bill so that whether they are contained in the report
- or not'they may be considered, I would like to offer that amendment,
CE U UMe Phillips: You don't want to continue the other proposition
:-that we have just settled?

T Mo Mamspield: No, no. New maiters.

The President: 'The motion is that the Special Committee be con-
- “tinved.~ Those in favor of that motion will signify by saying “Avye,”
. coniteary “No.”
_1hé motion was carried.
. ...The President: What is the further pleasure of the convention?
My. Young: Mz, Chairman and Gentlemen: The Committee on
- Examinations think that they have done fairly well in improving the
weonditions in regard to examinations, the examinations themselves
. and bringing about better results, and it is very important that there
: .'sl'io_til'd be no misunderstanding of this work and no stigmas left upon
.. those departments which have undertaken these examinations. A
" .day or two ago, there was a statement made before 2 commitiee of
this body that a Fralernal Society had been examined by eertain
deépzrtments of this Convention and that they had absclutely robbed
. the Society and done a great many things that were mean and
unconscionable. I don't believe that and I want to ask this conven-
" tior now fo hear from the Commissioners of those Departments and
. let them say to this convention whether these siatements were true
- or false. It will take but a few minutes and I think it is doe the con-
. vention and is one of the most important things that we can do to
© make this body understand that the examinations are fair and just
“ and that no society or association of any character hag heen taken
- advantage of. T would give you the commitiees and ask you te let
. the representatives of those departments be heard from.

o My, Phillips: Before that is taken up 1 would like to announce
" “that-after this matter has been disposed of, then we should recess
o .and have an opportunity for the Execufive Committee to meet and
- dispose-of certain matters before it
S My, Whitmen: I would suggest that this be taken up as a com-

‘ynittee matter so that other committees which may have anything
. b0 attend to may do their work. The time is getting short and there
- .are othér .commhittees to report. The Reciprocal Committee should
" meet at omce 56 as to be able to make a report to this convention be-
- fore-it adjourns and my suggestion is that the Fraternal Committee
“take up this matter of Examinations and that the other committees
- imeet where they can meet, if that would be satisfactory.
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Mr. Young: With due deference to the suggestlon (and I aiway
want to take any suggesticns for they are genérally wise) thilg
not a committee matter. This convention ought tohear these gentle
men and cught to know whether aspersions cast upen them were_true:
or not. The committee possibly knows that it is not so but-the me:
bers of every department composing this convention ought 56 e
these men and ought to be in a position to know the Taets:
My, Harty: I know the trouble about Mr. Whltman 8 su 3

selected by the Chairman of the Commlttee on Exammatmn
also members of committees and it is impossible for men fo-ba i
places at one and the same time. Therefore I am’ with Co) -Yo_ ng‘
I think we should get through with this matter and then take up A
further committee matters that may be necessary to brmg eftr
the convention, '- :

The President: The question is on recessing untﬁ—--—-—~' S

My, Young: You don’t want to recess. You 'want"to 'ﬁeaz-_thes
men; they are entitled te he heard.

Mr. Manifield: 1 have a communication which has been addressed
to me in regard to Group Insurance. It comes from Mr. J. F. Eagan,.
who 1 understand (although T do not know of my own knowledge) i
is connected with the Equitable. It is new business and relates to'
Group Insurance. I will read it to you.

““Hon. Burtoa Mansfield,

Chairman, Commititee on Laws and Legisistion, Nationai Gozwentmn of Insur-"
ance Commissicners—In Session: :
“Dear Bir:

“Thig is to request that your Committee give consideration to the avl\nsabxhty ufx_'-
amending, or recommending the amendment, of existing statutes relating to Grul.i’p‘
Insurance, and also to modify the terms of the resolution of the Imsurarce Gommm—
sioners Convention, which serves generaily a8 @ guide in the consideration uf ques-' :
tions i:earmg on the definition of Geoup Insuranes, for the Departments.

“The generally accepted definitior of Group Insurance in all States, and the. s'tatr._l
tory definition in those States which have Group laws is as follows: ‘Where fiffy or" :
more employes of one smplover are instired, the emvployer, or the emp%oyer a.mi (‘.he i
employes Jeintly paying premiums.”

“This is a fair definition of Group Insurance as it is now interpreted. i sulmnt
for the consideration of your Committee the wisdom and fairness of broadenmg the_ .
definition of thig class of insuranee, My thought is that the definition should be broad :
encugh to permit the insurance of any homogeneous ‘Group’ of ! Yives, whether o 1
employed: by one empiover and whether or not the empicyers or em;plo:rﬂs pn
premivims, and whether or net in fact they are solely indastrial EToups.

“I have a ease at the present time, one of several, which 1 believe properky - snd
fairly may be considered for writing as a gronp, It consisty of the memhershm
one of the big national labor unions. Being a trades organization its membershm
composed wholly of highecldss raechanies, skilled eraftsmen, and notwithstands
that they are organized into loeal bodies, they are of uniform class and character and i
mare truly represent the idea of = homogeneous group than all of the employes of ‘an: :
one employer who muy represent a score of occupations radiezlly varying in cheractes
of oecupation and individual insuranee risk, This particular organization desires fo
be written as a whole for a Growp Insurance. The national organization pays the’
vremiums. They do not want any but a legal reserve carvier. They want s Group
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_Ges!n‘mt. Umielz the existing defizition of Gréup Insurance to so write them would
~he gn moesxhxhty and ¥ think the present statuie and the general rule embodied in
“the: reSolution of the Insurance Commissioners Convention fslls far short in cases
_:-o Hhis Kind of properly: defiriinig Group Insurance gnd the effect ix to prevent legal
Federve compahies fromr tuling over-a tremendous volume of business awaiting them.

T have other organizations bearing in & way on this same guestion. For inatarice,
nen-incorporated biody consisting of 75,000 members with over 1,000 local badies.
'I‘hxs ‘has no corporate stejus. It has no insurance st the present time, I have &
'.coneract with “the drganization, the intention being to provide its members and the
';memhers of ‘their families with legal reserve insurances in amounts and kinds
;lﬂd}ﬂd‘u&lly appimd fer. It is a voluntary assaciation, perhsps loosely elassified in
-Hhe piablic mmé 45 8 fraternal orgarizetion, but it bears no relstion, legally or any
“other. way;-to a ﬁ-n.ternal beneficiary society, 1 helieve that the Group law may be sc
chang-e(i 38 to permib legal reserve companies to provide an insurance service for
'Qrg&mzatmns of this cliss, It may be stated that individual spplications and medieal
exsminations e required under thia contract and all of the sédfeguards nzually thrown
ahiput-the wntmg of individua} insurance are covered.

“Thé firs} - organizatich mentioned, however-—the national labor organization—is
.ihe- one. that I perticularly desire to call to your attention. The zecond may be
elaseified as individus]l ihsurances and may be so written, but the first is = disbinetly
‘high' diags and bomogeneons body, from the standpeint of visk affording a bester
'selecﬁori than. almost any Gronp that has been written, and still it cannot be Swritten
-nuder the present. Group lavw.
0T s entively willing that the companies writing Group Insurance ghall be heard
ot the guestion, because I ai confident that they will all agree with my view of the
matter. . The degirability and the necessity for action is very apparent to me, as [
hope- it wﬂl ‘ﬂe to your Commitice,

T 'shall be at the service of your Committee at any time fo go into this matter
more di length and detail.

{8igned} “J. F. EGAN.”

“That, I suppose, will go to its appropriate committee, Mr. Presi-
dent; if you are willing to receive it. What conmmittee should that go to?

The President; That will be referred to the Laws and Legis-
latmn Gommattee. :

B Tmms‘- I rige to a question of personal privilege. Along last
January, in cunnectzon with several other departments, the Depart-
mént _-of.the State of Kansas reccived a communication from the
Superinténdent of Insurance of the State of Nebraska asking him
6 participate In an examination of the Woodmen of the World, He
als :requested that T send two men. Ordinarily my department sends
bt erie haan, but in deferenee to his request we sent two men. This
exsnination ‘began the fifth day of April and lasted off and on until
abmxt the twenty-seventh of July. The Department of the State of-
Kansas sent no boys.  ‘We sent a couple of hard-headed business men
and thezr exammatzons on the part of the Kansas Department dis-
osed. these facts:

: "I'he Chalrman of the Committee on Organization was a Kansas
man, the Chairrian of the Committee on Claims was a Kansas man.
When they g'ot through in connection with the other experts, their
repo;-rt was such ‘Yhat with the other Commissioners invelved, ¥ re-
eoived a’ cammurnication. from the- Superintendent of Insurance of
the State of Nebraska askmg me to be in Omsha on a certain day,
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I went up there. I found sll the other Commissioners who Were:
intevested in this examination there, but the Commissioner of South:
Carolina. It was a voluminous report. It sometimes suggested thls,{,.'
that and the other thing. What your Commissioners tried. to-do in
this conference was fo iron this situation oui so as to present a: ‘fan',--_
equitzble and just report.

Previous to this, however, one of my Examiners, Major Herndom_._}
who had charge of the orgamzatwn work, came down to Topeka:
laid before me a tabulated statement, showing that the- Woodmeti..
of the World had been paying on forged printing bills eommenq;ng"_i,
back in 1917 and running down to that date in the aggregate . of $33;;
935.67. He had it tabulated month by month, year by year. This::
was the grand total. He asked me what he should do about it:- The:
first-thing I asked him was whether in his judgment there was any:
collusion between the officials of the Woodmen of the World and.:"
this printing establishment. Ie said that there was. nob. Then L
told him that he had wasted his time coming down there because he:
knew ‘what to do with it. He went back, he-laid this matter before: -
these officials, They went down to the printing estabhshment and"'
recovered from this printing establishment $33,985.67. i’

The only eriticism as a Commissioner which I have to make ofl_'::
this society in regard to this partieular instance is that it showed :

a mighty loose, lax system. I donm’t believe it will ever occur “Again. i
The Committee on Claims headed by a Kansas man made a _repori ;
which they did not like. 1 helieve the other Commissioners will beay
me out that it was the Superintendent of Insurance from the'Stafe
of Kansas who went out and redrafied that and dbrought it baek{
so that it was perfectly satisfactory to this Society. -)

Now he has told you that there were private papers taken ot of",:
hig files. As to that I do not know. I received no private papers, Il'
gave out no information. I was so square with this Seciety that when
they had a large insurgent meeting in Topeks, Kansas, and I WES'.-
invited down thers and afier listening to their chief insurgent, M.
Witkinson, I was asked to make a few rvemarks and T told thosel.
pecple to stay by their society, that they could not aford to leaveit. ;

I have no fight with the Woodmen of the World. I do not like then-.'
strictures because they are not true. The Commissioners, gentlemen; g
if they had let the report of the examiners go, would have added fael”
and flame to the insurgent movement. We did not believe that it was
our duty as Commissioners, after being called in there in conference;:
to let anything go in that report that would in any way tend to feed: '
this flame and we took it out. These other Commisgioners will besy
out my statements that we took everything out of that report Whl(‘,h: .
would in any way hurt that Society.

Mr. Frazier’s strictures arve unwarranted, they are unkind, the}r :
are untrue and 1 want to make this statement right now, that the:
next time that Kansas participates in an examination it don't. mskée
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‘& paxtxcle of difference what the condition iz of that society, it is
_gomg in the report in so far as I am concerned, and if they have
‘got an insurgent movement on hand they can just take care of it.
T .am done.

1 am/inclined to believe that he received distinguished considera-
tion from everybody. It was the one idea of every man there to
~Smooth this thing over and to fix it so that they would get by and
the administrative affairs and details be entirely cut out of this
Teport.
<+ There were many other things that I could mention. I am not
here to advise the Woodmen of the World or tell them where fo lonk
“for the leak, but if they wiil look ingide of their own organization,
they can find out where the leak is.

Pragident Fllsworth: Any further remarks? .

My Button: 1 would like to interrupt the proceedings a moment.
I think it very necessary and proper that we should interrupt the
proceedings of the Commitiee on Examinations. The work of this
commitiee has been very dear to the heart of the Commissioner from
North Carolina. If has been his hobby and he has developed the idea
to a remarkable degree and I want to interrupt the proceedings at
this juncture to introduce the Commissioner from Connecticut who
wili make a little presentation to Commissioner Young because of
the fact that he is about to relinguish the office of Commissioner of
Insurance, a position which he has adorned.

Mr. Mansfield: Mr, President, Ladies and Gentlemen, and Col.
Young {he has no business to be out of sight over there, it is not
congenial to us):  One and twenty vears ago the people of North
Carolina, - Colonel, through their representatives and later through
their own actions, I understand, saw fit to make you the Insurance
Commissioner of that great State. You have performed those duties
with an efficiency and dignily which any one who knows you iz well
‘aware you possess. We come to you today as friends, not friends of
twenty-one years. unfortunately, or more, but friends of many years
nevertheless, and we come to you, sir, not only as Commissioners of
Insurance, supervising officials, but we come to you as insurance men
engaged in the performance of their various duties connected with
their various companies. We come to you as members of Fraternal
Bocieties with which you have been more or less in contact, I under-
gtand during at least some portion of your long term. We come to you
‘beeause we feel that you deserve recognition from us all, regardless
ot Whether we are members of the convention or not and in the name
Gf w8 all, Commissioners, Superintendents, Insurance Company Offi-

- Fraternal Society Offieials, members of our audience, listeners,
'f.«“a & everybody else interested in insurance, including the press, desire
“fo-tender to you as recognition of our appreciation and our very deep
“friendship, this little siiver. service which has been procured as [
JHave: intimated through the contributions of all your friends who
“within the last. few days have. sejourned. with. you in the city. of
New York. - - .
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On their behalf, Cotonel, I desire to present thig to you and wish:
you all the success which can posgibly come to‘you n your':_ﬁuturie;ial :
ing, whatever it may be. We dislike to part with you, but inasmuch as
you have cast the die, we accept the .s1tE1atzon.. O?Ior.;el', Wﬂl you:
please take this from us in the spirit in which it Is _p;gsgntgd:
(Applause.} B

Mr. Mansfield presented Col. Young with a Siiver ,Serv_icig‘

Col. Young: Mr., Mansfield and Friends: This is indeed
prise to me but none the less appreciated. During my lo'ri_'g’ assotiax
tior with you, you have always been kind ‘to me, you hav Ll
dene for me and given to me more than ¥ deserved: at yoilk has
and this is but another expression of your past feedrd in this Tesp
I cannot put mte words, I cannct give to you here this evening that:
which I feel and my appreciation, and tell you of the fullness: that
is in my heart and of the love and friendship that I bear for ¥
one and all. 1 have tried to. do what I could in my -fesble way:
That 1 have made mistakes is evident, T am biit human-and I have:
not the ability of wou all, but I have tried to-go slong _and,'d&e,_ (i
which I thought was best for my people, the people-of this country; the
great insurance business and to help on the work of this convention,
as best I could. My appreciation of it is shown by the fack thiat
I have time and again said fe young Conimissionéers who- oame i,
that even with the experience of twenty yeéars 1 would not undertake:
to perform the duties of ingurance Comraissioness if-1.¢ould riot have
the privilege of coming and meeting with the Convention:of -Fngay:
ance Commissioners. What I get from them, their assecidtion and:
their help, has been to me the means of doing what liftle 1. have a
complished. In my own State, we have built up a good department.
We have there a good place for the insurance companies and for: the.
people and it but iMustrates the fact that in dealing with this matte¥,
and trying to perform the duties of Insurance Comniissioner, I have:
also borne in mind that there was more than merely thé good of the
people, or at least that there was included in the good of the ‘pecple:
that which was best for the companies and best for the great-ingur
ance business and its interests. I have not always agreed with-
Commissicrers on questions that have come up. I have probi
been a little bit outspoken at times in what I thought, but if :
thought a thing, any one could always get it from me, I had ngthing

to. hide. I have not always been quite as sinooth with somie: df_-'t-f]_iéz.'
representatives and companies and societies. as if I had been eontent:
to goalong and say nothing and do nothing and just let the thmg'
float along, but, Mr. Chairman, and gentlemen, my friends, and.T
value you as such, and I am prond to call you my frien&s;’l.-'.h
always felt that it was my duty when I thought a thing and believed
that this thing or that thing or thig course or that course wastshﬁ
best for the business, best for the insurance company or best -for" th§
"spcifaty, I have never hesitated to say so and when it was éeé;-iﬂed’
againgt me, I went down but if I did not change my miﬁ;d; Iwoiaﬂd
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bob up the next time the question came up. And so, Mr. Chairman,
Gentlemen and Friends, 1 thank you from the bottom of my heart,
not simply for the value of the gift, but for that fullness of your
heart that prompted you to bestow upon the old man this last tribute
of respect in his work. I thank you. (Applause.)

~ Mr. Savage: Mr. President: [ first want to pay my compliments
to the gentleman from North Carolina, especially in view of the fact
that at this particular time we have under discussion a matier which
was at that time under his supervision as Chairman of the Commit-
tee on Examinations. 1 simply want to say that during my short
termi and shori career as a Commissioner of Insurance, it has been
one of niy pleasures to sit at the feet of Col. Young and learn from
him some of the courses that were taken by those who have supervi-
sion over insurance matters in the States. 1 have found him wmost
helpful in every way and in the close contact I have had with him in
conveniions, I want to simply express my appreciation now of the
great help he has been to me during that time.

I with all here today regret that Col. Young is to leave the ser-
viee 4s Insurance Commissioner in his State and will cease to be an
active member of this organization. It was under his administration
as Chairman of the Committee on Examinations that the examination
of the Woodmen of the World this past year was conducted. Acting
upor: instructions from him through the Nebraska department, Iowa
with six other States, participated in the examination of the Wood-
men of the World, There were many problems to sclve. Difficult
problems, if you please, and it was a very startling effect that the
expression made by Mr. Frazier before the Committee the day be-
fore yesterday had upon those who had participated in that ex-
amination. It seems to me that no more coid-blooded statement
could be made before a body of men, trying to supervise and do
the right thing by the insurance companies than that made by him
Monday, We have the most wholesome respect for the admin.
istrative officers of the wvarious companies. We believe that in the
main and almost without exeception those officers are irying to
conduct the affairs of those institutions fairly and squarely. He
made the statement at that time that $20,000 was expended hy
his company, he believed in the course of this examination, an ex~
amination by the way that covered a period exiending over three
yvears in one of the largest Fraternal Organizations in the entire
country.

As I said, Towa and six other States participated in the examina-
tion, We were asked to zend two men to help. We did not send
hoys. They were not fellows that were running around-as stated by
Mr. Frazier wearing Fraternity Pins and just out of school. They
were fellows who were mature men in the insurance game go far ag
examinaiiohs were cohcerned, two of the best men that we had in the
Towa department, fellows who had spent a good many years in the
examination of Lif¢ Insurance Companies and Fraternal Insurance
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Companies. One of them himself had been éonnect'e_d- with & Ffa'-:'.
ternal Company and the other had spent his time for yedrs ‘-113011'_151'-_1,"_‘{'3
examination of Life Companies, devoted all hig time to it...Three
or fonr weeks of the time of the actuary of my departinent was: de>
voted to that examination. The expense incurred by the Towa De:
partment congisted of the per diem charge not exceeding. $91'pe_rf-ﬁ§-‘3_’:f
and the expenses of two examiners and the expenses simply. of the’
actuary. As was stated here today, $33,000 was found running '_:_irdum;l_'5
loose down there in the hands of people who were not entitled to. 4t
and through the efferts and exposure by the examiners that noriey.
was recovered so that at best $13,000 fell into the coffers of: the:
Woodmen of:the World by reason of that examination in spite of the-
expense of $20,000 they claimed was incurred. I
After the examination had been made by the examiners, 4 tentis.
tive report was filed in the various States. A greal many thi'ng’_‘s’":
came to light that seemed to warrant either some cther drastic ae-
tion or at least to correct conditions and the company itself msked
for a-hearing. The Commissioners from these seven States partici:’
pated in that hearing and heard the Company’s side. e
We met in Omaha and all departments were represented except:
South Carolina as has been stated. I think four of the Cormiss -
sioners were there. We first had conference with Mr. Frazer himself,
spending one entire afterncon listening to his plea, with tears in hig”
eyes, He made 2 request for a change in the report admitting. it
many cases that the report was correct but believing that the Society
itself would be more or less harmed and fuel pui in the hands éf
ingurgents, those who were seeking to destroy the organization if .th:ey":'-
could. He pleaded witk us that some of those things be taken out-of
the report for the sake of saving that organization.
Almost all of the next day was spent at the office of the Society:
There again the officers of the Society, defiantly, almost at times, 1és:.
guired and requested and demanded that certain portions of the ex+-
amination report be taken out. And again with those same tears iﬂoﬁirj-- -
ing down their faces with that howl of misery coming out of ther; they
asked again that we take those things out of the report that -we
might avert the awful catastrophe that was to confront them in easd’
the insurgents got hold of some particular word in the report ‘that
might prove to be harmful to them. . After much consideration, rex
alizing the troubles and recognizing the fact that a grest méﬁyf:j.
times those who become ingurgents in any organization of that kind:
do so not so muech to correct conditions as to secure power and eon: -
trol for themselves, we thought then, out of the kindness of ‘oi#:
hearts that we would take out of that report some of the things
contained in it. L e
Luring the course of the conference; Mr. Frazier expressed ihe -
opinion that the examiners had no business to' go into the fles of
that company to determine how the policyholders had been treated -
and remarked that hereafter he would see to it that s greét deal of
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“he. correspondence that the examiners had found would not be there
Tor futire consideration. If seemcd to be wise to inform him at that
-time that such 2 procedure would not be exactly wise or helpful to the
Cdrstitution itself, believing that the examiners and those interested
“ivinsurance administration were entitled to such information as would
~enable them to determine the condition of the company and the policy
:b_eing?.pursued in connection with the settlement of claims and the
‘penéral policy of the company in repard to its policyholders. We
st ingist thai that sort of examination is justified at times, if by
-somie mieans or ‘other evidence iz brought to our minds that policy-
" holdery, sometimes as a class and sometimes as partieular individuals,
-are ‘not receiving the treatment they should at the hands of a
‘Beneficiary Society or a Praternal Organization.

‘B0 we have taken exceptions to the statement made by Mr.
-Fragier before the Committce on Monday and I believe it is the
regret of everyone here ‘that the gentleman is not present at this
partiéular time to hear the expressions of those who are interested
in that examination and whe now rise to a point of personal privilege
as it were in defence of the examiners representing the various depart-
mernts and of the action taken by the Commissioners.

We feel that no one, no company, has the right to make the asser-
tions that were made by Mr. Frazier. So far as the matter of having
coplies of the correspondence taken out of his files by the men there
and given into the hands of the insurgents for their use, I know
nothing about, but I believe I am =zafe in saying (and I don’t know
all the examiners) that not a single examiner upon that work took
ofie document and placed it in the hands of anybody whereby it could
become available to any one whose intentions it might be to tear down
that Sociely, The gentleman seems to have forgotten that perhaps
those who received some of the letters might have given them into
the hands of insurgenis or cothers that by some other means these
papers might have come into the hands of the insurgents, One of {the
things that kept us all the time working in an effort to do the right
thing was an effort made to withhold from the publie, to withhold
from any one just what had been going on there or what ends had
been disclosed, awaiting the final report until such a report-became
a matter of public property and of public interest.

86 on behalf of Towa I wish to protest most emphatieally against
the. gtatement made by Mr. Frazier to members of this convention
Monday, and it seemed fo me nothing more than fitting and proper
that any one making such statements in view of what has taken place
should, in fairness to the Convention, and fairness to the States and
in fairness to the supervising officials everywhere make such retribu-
tion as possible as would elear the atmosphere in the future.
While I am on my feet let me say further: Col. Young. during
the {ime he has conducted the work of the Commitice on Examina-
tions s its Chairman, seems to me has at all times endeavored to
hiave the examinations conducted in the most fair and impartial way
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possible. We have been asked several times en behal:f:‘ of the Cam-:
mittee to participate in the examination of other companies. It has!
been a pleasure to us to do so and particularly in worlking under hig:
divection. It seems that some years ago (I have forgotten the exaet’
date; wany of us remember) there was an action taken by this ¢on=
vention that in the future the examinations conducted by more than:
one State should be under the control of the Committee of Exa,mma-x
tions, brought about largely by reason of the conditions that prevaﬂed;
in the past where various States exercising the rights and the powers
given them by law to examine any company they saw fit to examing:
That course had in a measure become rather obnoxious znd a great_f.
many times at an unreasonable expense examinations had been made;:
not se¢ much evidenily for the sake of sceuring information for lu-;
departments or information for the public, as for the purpose’ of
securing some employment for a favorite som. The action of:the’
convention at that fime rather decried that idea and the plan '_Was ;
adepted and the Examination Committee created for the sake of havé“
ing some uniferm system used in bringing about these joint examis:
nations. Some of us who are supervising officials in Stateg havm,g;ﬁ'
quite a number of companies have been more or less embarrassed by'f._
a situation which had recently grown up whereby certain States ew-.:_
dently believing they had the right under the law (and undeubtedly:
they had) had broken away from this rule somewhat and are now:
asking and demanding examinations in States sometimes wheri pers -
haps an examination had just been completed a month or two before:
by the department itself and in some instaneces by two States. = ]

We have found some fault with that idea. We think that thera
should be some notice given to the home company that we may ‘have
their man there to assist in that examination. We do not eomplaln”
at all about any examination, we welcome those examinations but 51
seems to me there should be some little idea used and some propriety:
displayed in that credit should be given to the State making the ex:
aminations and that the company should not be burdened to e.ny =
reasonable extent in the course of the examination.

On the part of Iowa I want to emphasize the demands made by t 16
Committee on Examinations that these joint examinations: ‘z:mless'
made at the request of the State itself, be conducted ot bahalf o1
through the Committee on Examinations. 1. tlunk that idesa. sheuld :
be cultivated and that we should have more- harmomous wurk among :
the different States. : S :

I am glad of the opportumty to present -oUT 1deas n thls matter'
particularly in regard to the Woodmen of the World to have e
pressed upon this convention that the S_tates repremnted i that;f.:
examination had heen so unfair. 1 don’t want to gay all Ahat T think:
in regard to the matter any more than to express this thoughi:, that
in all probability if there had not been’ somé real effort ‘niade by the-}
States represented in that examination to save the soeiety miich ems -
barraszment, much trouble and @ large membershlp, -_I m nclmed to_
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think that there might have been more or less trouble grown out of the
examination that would not be at all complimentary to the company
itgalf.

Mr. BMeSwain: Mr. President and Gentlemen: I am just going
to say a word with respect to this examination in so far as South
[Carolina iz concerned. I regret exceedingly that 1 was not present
when this speech that is referred to here was made so that I might
have had an opportunity to get at first hand the real meaning of the
references made to this examination. By way of explanation and
so far as my information goes, this examination was along the regu-
Iar proceedings of examinstions of this character, it was made under
the auspices or direction of the proper committee of the Convention of
Insurance Commisisoners.

The Woodmen of the Warld have a very large membership in the
small State of South Carolina. Ever since I have had the honor to
sipervise insurance matters in that State, I have had a great many
inquiries as to the financial status of this Society. When the oppor-
tunity presented itself to participate ir this examtination, I wel-
comed it for the reason that it would give me the opportunity to get
first hand information to disseminate {o the members of that fra-
ternity in the State.

I suppose that the reference o the young man is meant for South
Carclina, The representative from the South Carolina department
got his training in actuarial science in the University of Michigan.
I believe if he were here and eculd present himself te this convention
that any reference to his boyishness would be entirely dissipated.
I might say this for him; that he is a brother of and possibly two or
three years the junior of the actuary of the great State of New York.
They are an actuarial family, they know the business. This was not
an experiment with him because he had had experience in this par-
ticular class of work before and T am willing to place his work in this
connection before the eyes of this convention at any time. I am only
sorry that he is not here. If I had had the slightest intimation that
such a charge would be brought against his ability, I certainly would
have had him here to speak in my place at this time.

Now, with reference to the first statement I made to get first
hand information as a result of this examination, it has enabled me
to be of assistaned, if such iz the case, te the management of this
society it keeping dowr this insurgent element that he refers to.
1 have been able and I have tried so far as it was within my power, to
use this examination to be of assistance to the organization in straight-

., ening out its troubles-in our State.

With this brief explanation I leave the situation with you. If
there is any question of integrity or charge that is unreasonable in
connection with thiz, the files of the department of South Carolina
are open o the. inspection of the entire ‘world, come and see them.

My, Hartyé':'.'_'_M_rf.'__--?regident, Missouri hasn’t’ very much to say
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about this proposition. In the first place I want 1o endorse every=:
thing that Col. Travis and Senator Savage and -Mr. MeSwain have,;
said in reference to this guestion. 1 believe that in my State. was: at:
least & part of the beginning of the trouble which ‘brought: abm,ilf;_E
this examination. We had in Missouri what iz koown as-a hi :
ingurgent movement against the action of the management o :
Woodmen of the World, They applied to our department. in. gr,at__
nunibers demanding that the Superintendent of Insuranee of ‘Missouris
exercise his rights under the law and proceed at once to examifie th 3
society. Believing as I do that these matters shouid be. taken: care of
by the entire country and under the sapervision, if posazble,
Fxamination Committee of this Conventiorn, I - cormunicated th
information to Col. Young, the Chairman of the Examinati
mittee. I said to the Insurgents, “While we have authomty in
souri to examine any insarance company or Fraternal Soceity,:
doing business in our State, I shall not proceed to the: exammatmn:f
until it is set by the Chairman of the Exdmination Cormmttee Ly

This matter was up for six or eight months, g’entlemen, before!
States

the examination was begun, and finally Col, Young ‘selected. the ,
that should make the examinations and in that selectlon wa M
souri. g - .

I sent no boys on the exammatlon I seni: one’ of the best e3 :
aminers that Missouri has to do work of thai Kind, a man who g7
as oid as Col. Brown and has just as beautiful Whlskers as-my:old:
friend. (Laughter). I sent a man who the attorhey of the Wncdmen-'_-.
of the World, Mr. Bradshaw, the President of the Woodmen: of £

World Mr. Frazier, and Col. Price of the Woodmen: Cirele, said to-
me personally was one of the best examiners that they’ had éver had_';
anything to do with. So I am not in the same position that my fri
MeSwain is and therefore did not take io heart the pr_opnsxtmn_thsi’t:.
boys were sent on the examination. And undoubtedly Mr: Farrington
who represented Missouri, was very satisfactory to Mr. Framer, the
President of that Society. '

Why he made these remarks the other day, I am unable. to eome’
prehend. The insurgent movement all over the United States was',
giving him trouble and he knew it. I talked to him before an;v .
man went from any State to examine his society, and he told: nie’
then that they had been stealing things out of his files and oW
he comes and accuses members of that Exasmination Board af ‘taking
things from the files of his Society. The fact of the business is that:
the insurgent movement of this society knew a great many thmgsf
about how they had carried on in that Society long beforé, Mr
President, the examination was made. '

I am not taking his charges seriously, because after the exdminas-
tion 1 have been able through the department in my State to aHay a
great deal of the trouble that existed before the examination. I
think Frazier got off on the wrong foot when he made the statement -
the other merning and I believe, being a big business man as he i




ADFOURNED MEETING 43

-_cla'ims to be, that he will st some future time say sc and say that
. i_fle meant to cast no aspersions upen the examining board.

L Mes Travds: 1 want my examiner who found the leak of $33,000
to tell you some othier things. Major Herndon.

Mdagor Herndon: Wr. Speekman who participated in the exami-
natior: can probably tell you better than I ean (becaise he was over
_in. the actuarial department) about the real actuarial end of it
and- the party referred to by the gentlemen from South Carolina.
2o When I first discovered the diserepancy in this printing item, T
went over to their print shop to find out their system, and T found
the only record was a very small five cent note book, and I said to
‘the éxaminer from Nebraska who was at that time with me that we
had better have the foreman of this depariment make a written
statement hecause that book could get lost. After we had prepared
our schedule or statement of the overcharge that we found there, I
went to the auaditor in fairness to the Society and asked him to go
over the matter with me, and he gave ug his expert accountant and I
insisted upon adding to this bill five per cent interest for the time
they had actually had the money and we checked her figures to know
that we were correct. 1 was then told that the reason for this dis-
crepancy was because of a great insurgeney that they had had in
Texas, and that they had purchased magazines that they did net
want to show on their records, and for that reason they had covered
it this way, but in each instance, the biil had beer raised after it
had been approved by the foreman of the shop,

T sugpgested then that théy give me the record of the points to
“which these magazines had heen shipped and advised them te ke
carefnl because I would not accept an express receipt nor the word of
anybody in the town of Omaha, that I proposed to get on a railroad
train and go and get the final delivery receipt in every city in the
United States in which they claimed they had sent these magazines.
. They immediately chanpged the story and shipped no magazines.
We found one of the heads of one of their departments was going
over to tell the printing company about it. We saw that we were
#oing to be blocked there. While he was over we brought his office
force up and took, not depositions but stenographic statements from
them in order that we could ¢lear the situation, The next morning
F was te be allowed to inspect the books of the printing company,
which one of the Commissioners, Mr. Young, of Nebraska, who was
in charge of the examination, told me I had no right to do. They
‘had very kindly consented to allow us to see their bocks. The next
morning when we appeared the young lady told us that they had been
destroyed, and all she had were these books and she handed us some
hooks which we refused to look at because from all appearance
they had been made during the night.
~ Now we get down to the point of how the infermation got out.
My, Frazier had a riew photostat machine, and 1 wanted to see just
how' it would work on ‘the check that I got back, and I had many
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copies may, probably twenty all told, for the bemefit of the com: -
mittee. Mz. Frazier has in his office, or at least he thought he had,
information on members of the insurgency beeause he employedia .’
ficld detective force at great expense 1o follow them around.-al_lél;_:_s' -
where they spent their evenings, etc., which was probably all rlghi;; i
The result was that I bad these copies made. Others might hﬁve'-;,
been made at the same time. R ':'
The breaking into his files is absolutely not true. He went aw
onh a fishing trip. We called for files and we received them ariti‘-?_
them, and where we thought that our Commissioner might like to
them rather than making copies we simply made pictures..” They:
objected seriously to the things that we gajd in our rep‘o‘rt,.lland';
fear some of us might have been prejudiced I was one of the first 1o
suggest, I believe with Mr. Speekman, that if they did net ,appravg
this report to call cur Commissioners in. 1 was sent dovwn - to inak
a report, I was reporting to my Commissioner, and he could throw th
damn thing in the waste-basket. It did not interest me at-all. 8
My, Bullion: [ have been mixed up in public life in my State:for:
about twelve vears, and T have been called a thief and a grafter. s
much that a small matter like this goes entirely over my head. =My’
examiner is here who was on this examination, and I unever Jave:
asked if he stole anything. I would like to ask him now.: Did-youn:’
steal anything down there? S SRR
Examiner: (State of Arkansas) No. (Laughter}. © _
M. Bullion: I believe Arkansas has made its case then. (Langhs:
ter). SR g
Col. Henry: It was not my good fortune to be present the ‘other-
day when my good friend Frazier (I am convinced from what I hive
heard today) evidently lost his head and overspoke himseif. L

So far ag | am concerned, I don't think I have been charged’
with doing anything very bad, but lest somebody might infer that I
possibly would be charged with that, I just wani to plead not guilty
{Laughter). It has been the fortune or the misfortune of this de-
partment to be invited to participate in very few examinations, aﬁd-
when 1 was invited to come down to-Nebraska and take part ih.the
examinations of the Woodmen of the World by Mr. Young, T “was-
very much astonished, I was so0 much astonished in fact that Tacs
cepted the invitation in New York where it wasg extended before
he could get home and withdraw it, (Laughter). I had one.ex<
aminer and I went to a good deal of trouble to get him. He is not
a boy at all. He is thirty-seven vesrs old. He happens to be -my
son, and I believe he iz almost as honest az his father. He was
there. I presume he worked when it was necessary. 1 don’t silp'é:'
pose he did unless it was. I told him not to. Seriously gentlemen;
after this matter got into what I presume was thought rather an
unfortunate condition, the examiners very properly after conferende’
with the company or the society, requested sz conference of the _Insur';-"
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ande Commissioners. I went as did all the other Commissioners
o’ this' examination, except I believe the gentlemen from South
‘Carolina: who, was detained at home. We gave them a very dis-
passtonate and very fair hearing, as I understand the meaning of
those twe terms. We found some things that did not appeal %o us,
‘gome things that weve irregular, some things that might have been
'very :seriously criticized. We were not there for that purpose, we
“were not there to tear that society up by the roots and lay it cut in
the sunshine to bake. We were there to render it, having also our
ofﬂclal duties in mind, all the assistance we could.

: So far as T am concerned, I want to say that that was my motive,
‘and I believe that the results of that examination will show that that
motive was fully carried ont. It is not necessary to go into detail
sbout various things that ocenrred. They have been correetly stated,
and if there was any irregularity, any squandering of money un-
‘necessarily, what I want to say to the gentiemen that it was done by
‘the others and not by me. (Laughter).

‘Eol. YVoung: If an apology is due for bringing this matter up I
warnt to make it. I am rather afraid we may be put in a position
of giving undue prominence to this matier. When the examination
was made two or three years agoe, the gentleman came to my office
all the way down to Raleigh, to read, the riot act to me. We settled
the matter there. We did not have any further ireuble about that.
Birt when he comes here before the convention and makes a charge as
hie did I just felt that it was nothing but fair that these men should
have. a. chance to correct the matter. I have no apologies to make,
The éxaminations by the Commitbee are what you want. They are
what the Commissioners need, what the Societies need, and it is 2
mitch better plan than any other way that I have ever been able to
think. I -don’t think we ought to give any more prominence to it.

" The President: Anything further to come before the Convention
at this time. Two committees desire to confer, and I think that we
hiad - better adjourn.

'Mr Whitman: I move that we recess until eight o'clock.

&

The motion wasg seconded.
ADJOURNMENT,

WEDNESDAY NIGHT SESSION.

Presndsntv Flisworth presiding.
| The Presidemt: The convention will come to order please. What
is your pleagure? B
© My Whitmoenr  The Commiftee on Workmen’s Compensation has
& report to make. Our hearing was had in which Mr. Hardison, of
Magsavhuszetts, appeared and asked that a uniform bill be recom-
wiended for passage among those States which did or have not Work-
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mer’s Compensation Laws already on their s’tatute books. - Now
iz possible that this should have gone to the Committee oh Lawg and
Legislation, but we have recommended it and I make the: report.

The Committee on Workmen’s Compensation of this- Cenventlon,
recommends the passage of the bill (copy of which is quoted below)_'
for the sapervision and regulation of Workmen's Compehsation  Ins
surance in all such States as have not now regulatory Ieglslatton'
upon that subject,

“A BILL for the supervision and the regulation ef rates for Wurkmens Gompe_
sation Imsurance.

“Section 1. Be it enacted, ete, Every insurance compaay, eorphra{.mn G BSED _-
tion or ather insurer, herein called ‘insurer’ which insures emplovers dgainst lmblht'yi_
for compensation under the Workmen’s Cempensation Aet shall file' with the coramiis~
sioner of insurance, herein called ‘comamissioner’, its classificetion of risks and premmm'
rates, together with basis rates and schedule or merit ratings, if a system of schédu.le_
or merit rating be in use, none of which shall take effect until the commissiones ghall’
have approved the same as adequate for risks to which they respectively appiv.  ‘Tha.
wmmissioner may withdraw his approval of apy premium rate or s.hedule made by
any insurer if, in his judgment, such premium rate or schedule is madequa’bt to
provide for the ghligations assumed by the insucer,

“On and after ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, first, One Thousand Nine Hundréd anﬂ
. no such insurer shall igsue, renew, or carry any insuram.e,
agamst liability under the Workmen's Compensation Act at premiure rates which:- ‘are’
lesy than these approved by the commissioner for such carrier as .adeqguate . for the
risks to which they respeciively appiv; Provided, that if the commissioner shall ﬁai{'e
previously approved a system of scheduie or merit rating, filed with him by  any
inturer, the same may be appled to risks subject thereto oniy by a repional rating
bureau spproved by the commissioner for the uniform and irepartial applicatich’
thereof. The adjusted rate arrived at by any reduction or ineresse frowm the basiy
rate filed with and approved by the commissioner, in the application of such system"
of schedule or merit rating, shall be clearly set forth in the insurance contracts or'
in the indersements attached thereto, - R

“Any insurer violating the pravisions of this act shall be subject 20 a ﬁne. oi Fi’v‘é._
Hundred ($500) Dollars for the first offense and for a saubsequent offense to such fme
and/or a suspension or revocation of its license by the commissioner,”

Now that of course applies to States which have not already &
similar law te that, and as I undersiand it, it follows pretty closély'
the laws in force in those States having regulatory legzslatwn 031-
that subject, and I move that the report be adopted. '

The motion was seconded by Mr. Young.

The President: You have heard the motion. Those in ia\%of
manifest by saying “Ave.” The motmn prevails, '

. Whitman: The Special (‘ommlttee appointed to drafi a um—l
form reciprocal law has not had very smooth sailing. In fact, each-
of us has had his own idea as to what that law should be, so that at’
this time we are not in agreement. We have felt, however, that if"
we had had a little more time at tiffs convention we could have ar-’
rived at some uniform legislation, but the majority of the commities
have felt that it would not be advissble at this late date to attempt
to pass recommendation on a uniform law, bhut ask that the com-'
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mittee be allowed to kold over, and we will later at the April Meeting

or gome meeting later recommend something for the convention to
consider.

My, Button: I would like to know from the Commissioner from
Wisconsin how many different bills were presented for the congid-
eration of that committee?

Mr. Whitman: I think there ave six members of the commitiee
and there were six bills. We had three regular bills and we had some
that were made up. after we gol here. We have had a number of
bills that we did not guite come to an agreement on.

Myr. Button: 1 just want to say that if you have mnot encugh
before your committee for consideration that I would like to offer
the Virginia Law ag still another bill to be considered by your Com-
mittee. (Laughter).

My, Whitman: Tt will be received.

Mr. Harty: You are willing to report progress on this?

My, Whitman: It is usual to report progress so I shali so report.
Col. Young: 1 move that the Committee be continued.

The motion was seconded and earried.

My, FPhillips: A report from the Executive Committee after due
consideration of the question of selecting a place for the Spring and
Annual Meetings the Commitiee reports that it has unanimously
selected Louisville, Kentucky, as the place for the Annual Conven-
tion, and in case the Executive Committee decides to hold a Spring
Meeting that such Meeting be held at New Orleans, La.

The President: You have heard the report of the Chairman of
the Executive Committee. Those in favor of accepting this report
will say “Aye.” Metion prevails.

My, Harty: There is no report from the Fraternal Commitiee
there in your hands?

The President: 1 am afraid not. Is Commissioner Savage in the
room?

My, Phillips: Mr. President, I asked Mr. Savage whether he
intended to hold a meetihg of the Fraternal Commitiee and do any-
thing on that bill and he said not, that they were going to hold an-
other meeting in February an8 at that time the matter would be
finally decided. Tt is unfortunate that no recommendation is made
prior to that time if anything is to be dene for the reason that I
think the legisiatures of all the States have a session this year-—
nearly all. That is what Mr. Savage told me before he left the room.

The President: Any further remarks gentlemen? Is there any-
#hing further to come before the convention.

A motion was made and seconded that the meeting adjourn.
ADJOURNMENT.



PROCEEDINGS
FIRST DAY

TUESDAY MORNING SESSION

The first session of the National Convention of Insurance Com-
missioners convened at 1¢:30 o'clock, Tuesday morning, September
27th, at the Seelbach Hotel, Louisville, Ky., President Alfred L.
Harty presiding.

President Harty: The Convention will please come to order.

The President will make very few vemarks in the beginning,
1 am indeed glad to be here and able Lo preside ai least at this
meeting in the beautiful city of Louisville.

The first on the program this morning will be a song service led
by Mr. James.

Mr. James led in the singing of “My Old Kentucky Home.”

The next matter on the program is the address of welcome by
the Governor of the State of Kentucky, We are very glad indeed
te be honored by the Governor of Kentucky, and I take great
pleasure in presenting to you Governsr Morrow, of the State of
Kentucky. (Applause.)

. Governor E. P. Movrow: Mr. President, ladies and gentlemen:
I believe that the heart of Kentucky is 2 hospitable heart. I beliave
that the hands of Kentucky are friendly hands. I believe that the
soul of Kentucky is a genercas soul, and this morning on behalf
of Kentucky it gives me great pleasure to extend to you the gou!
and the heart and the hand of Kentucky in the most cordial and
gracious manner. (Applause.)

I am delighted to welcome this National Convention of Insurance
Commisgioners, and thoss who have come ite be associated with
them in thiz most important wmeeting: I believe in insurance
because I believe in the law that love fills the heart of humanity,
and at last insurance is the highest expression common to almost
all of our people of the love of wife, hame and friend and children.
It is the one great demonstration, but human love goes beyond the
narrow veil of our own immediate selfishness and extends its
canopy over those who are left behind., I believe in fire Insurance
because I had rather trust a fire insurance policy than a lightning
rod. I believe in accident insurance because I would rather trust
an accident insurance policy than to knock on wood fo keep the
jinks away. I believe in insuranece as & science rather than super-
sfition as a folly, and 5o today I am glad to welcome these Com-
migsioners—the members of great insurance companies and their
representatives who are here—because in all the branches of insur-
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znce you are doing a great work for the benefit of the republic
and the good of its people.

We want you while you are here to feel welcome, to be at home,
Kentucky, while not the richest state in all the Union, is not the
poorest; while she is not the greatest, yet she is not the smallest,
but for flocks and herds, for fields and sky, for men and for
women, it is the best land thiz side of heaven that the good God
ever made. (Applause.) I do not disparage the beauty and
greatness of the states from which you come, I recognize the
splendor of the great empire state, T recoghize the great state of
Qhio which gives us presideats and today controls the patronage
and hands out the jobs. (Laughter.} I know that all of our
friends from the East make all of their money by selling all of us.
down here everything we have, and while I am glad to do that, yet
I must talk 2 little about my own state. I know that you have fair
fields in the Southland; I know that in California you have nothing
bui climate and climate and climate, the finest in the world, and
over all the country it is fair and beautiful. The good God did a
gplendid job when he made America. He rested after he had
made the world, but he smiled when he made Kentucky {laughter
and applanse), and T want to say to you the latch-string on the
old Kentucky home hangs always on the outside. You have but
to reach up your hand, pull the door open, come in, set your feet
under the table and be at home.

We want you 30 feel while you are here that the confines of the
state are open to you. Travel a little down through the blue-grass
while you are here, see the rolling fields where the cattle stand
knee deep in the blue-grass, see the sfock farms where the therough-
breds are horn, see “Man o’ War,” the greatest in his class, travel
through Western Kentueky, if you wili, and see their fertile fields,
move down to the historic old county, the old Kentucky home, the
estate of Federal Hill, where Stephen Foster wrote that song which
has become the universal gong of all, blending in its melody ithe
mysteries of moonlight, sunrise and twilight, the light of hearth-
stone fives, faces of these that you adore and visions of the loved
and lost, and heart-strings have ever wondered in thai deathless
meledy of “My 0Old Kentucky Home.”

We want you while you are here to feel that you are one of us;
we are very proud and we are very happy to have you with us, .
We want you, if you will, to feel very much like a gentleman told.
me that his father once expressed a feeling. The gentleman fold
me that when he was quite a boy his family Iived in Northern
Chlo, in the early days of moving by wagon, ete., and they were
getting ready to start for Kentucky. The night before they started
the man said, being a very small boy, he got down on his knees to
say his prayer, and at the end of his prayer he said, “Good-bye
God, I'm going to Kentucky,” and the mother reproved him, saying,
“My son, why do you say such things as that?” The father said,
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“Now, mother, don’t, you misunderstood the boy.”  What the hoy
really said was, “Good, by Ged I'm going to Kentucky.” (Laugh-
ter.) Bo we hope you will feel that way.

Let me, on behalf of the Insurance Commissioner of Kentucky,
bid you weleome. Let me, on behalf of the insurance men in the
cit_y of Louisville and other eities of Kentueky, bid you welcome,
Let me, on behalf of the commonwealth which feels honored today
that you are in our midst, bid you welcome, and let me hope that
the deliberations of this gathering will be altogether for the good
of a preat business, for its stability, its progress, its development,
all to the end that men, women and children, homes and firesides
beneath the common flag of our great country shall have been
better becanse you have been here today.

I thank you. {Applause.)

The President: The next on the program will be the response
for this Convention, delivered by our First Viee-President, Every
one knows who has been traveling both East and West to these
conventions that this gentleman who is new our First Viee-Presi-
dent, always has some fine witty stories, and I hope on this cccasion
that he will be able to respond in the humor in which we have
been weleomed.

1 take great pleasure in presenting to you Mr. Thos. B. Donald-
son, of Pennsylvania. (Applause.} :

Commissioner Donaldson:, Your Excellency, Governor Morrow,
ladies and gentlemen of the Convention and Guests: Omne may
congratulate himself or herself to be welromed within the purlieus
of Kentucky, vigorous in history, energetic in accomplishment,
memorable in graciousness and ever openhearted. In my youthful
days 2 reading of Kentucky meant the “dark and Bloody ground,”
and Daniel Beone; and uniess an Indian was killed every day my
fiction lacked wvirility. Today, 1 know and accept your common-
wezlth as 2 monument of American pioneer progress and 1921
achievement. Your steady diet is creative work. The condiments
for the meal are blue grass, colonels and alluring women. By
profession I am & hacheior; and I, therefore, pay tribute to the
fair sex by the very fact that blandishments of the respective all
have denied me the decision to select one.

Today we meet from all sections of the country and lest laymen
may not understand, it is bui fair to say, that this Convention, by
its very structure, is dominantly powerful and decidedly useful
Insurance runs the gamut of the world’s trend. As it advances,
commerce advances. As it falters, cotnmerce falters. Insuramce
makes history; and in explanation, not in vain flaunting, I beg
leave to emphasize that without the indefatigable services, under
exhaustive and irritating circumstances, of the majority of our
insurance departments and their sincere officials, insurance in
America would toifer in chaos. There is not a single channel of
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business which is so much an integral part, so irdizssolubly allied
with your individual lives and your deaths as the omnipresent, {ren-
chant, immediately applied business of insurance. You will hear,
during this congress, papers contributed and papers discussed.
You should know that the real activity of this convention is not in
annual conclave, It is activity all-the-year-aroungd. You will®
realize some day, if not now, that the aim of this convention is o
keep clean this great business, insurance. Yet not for the sake
of one state, or & group of states, or for department purposes, but
so that the public, nationally and internationally, shall be served
and served well. .

One learns to know the other man, noft by mere latter or the
printed word. One learns his neighbor by contact and communion,
Though this meeting is basically technical, the human side of
inguranece, is the greatest exponent of the human side—hovers
above all. It is a fine thing for the village Hampden of California
to grasp hand of friendship with the Hampden of Kentucky. We
meet too seldom. Life, ne matter how long, is short at longest;
and today is yesterday’s tomorrow., Some one said that Life defeats
as all. TUndoubtedly, but there iz real enjoyment in fellowship
before defeat comes.  The work of the world requires twenty-four
hours of daily activity., Life may not be 2ll honey-sweet and isles
of leisure, yet as the clock turns one may do a good deed and
earn a friend.

State lines incurred the Civil War., Today we realize the ab-
surdity of unnatural boundaries; for the advances and the heart
of humanity never yet faltered at sesmingly impassable limits.

I beg leave to offer to your Excellency on behalfl of my asteemed
fellow commissionsrs our appreciation of your official greeting,
and o convey to you that each of us, for his commonwealth or
his state, would be most happy for opportunity to greet you nnd
yours of 0ld Kentucky within our own home boundaries.

The greatest tronbadsur this country ever produced was Stephen
Coliing Foster. No lyrics, no melodies, in their plaintive, perpetual
appeal have encompassed all hearts as have his; and it seems that
his genius lay dormant until somehow the melodic and romantic
tang of the word “Kentucky” and Kentucky environs stirred the
muse to procreations which will live the agss. And “Kentucky”
stirs us, the layman. Why, we do not know, nor can we adequately
deseribe. It s the enjoyment of the intangible, all the more
enjoyable because undefined. Tt is perhaps the mystery of the
romance of fellowship, and in closing, let me say:

When Kentucky deigns to greet you

With that hearty, “Glad to meet you!”

Then Kentucky nights join with Kentucky days.
When her hand of friendship binds us

Te the years that are behind us,

Oh! we're lucky just to know Kentucky ways!
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The. Presidont : The next order of business, ladies and gentle-
men, is the call of states.

I believe I will have Mr. Stanley Reed make some announce-
ments about the entertninments at this time, and then we will
proceed to eall the states.

Mr. Reed announced the entertainment features for the after.
noon and evening as given in the prograni.

We will now have the call of states.

The Secretary called the rol! of states, and the following states
were represented:

Alabama—A. W. Briscoe, Commissioner of Insurance,

Arkansas—B. T, Bullion, Insurance Commissioner.

Colorado—Ear]l Wilson, Commissioner of Insurance; W, W. Scots,
Examiner.

Connecticut—Burton Manéﬁeld, Insurance Commissioner; Thos.
F. Tarbell, Actuary.

District of Columbia-C. C. Wright, Deputy Superintendent of
Insurance.

Florida—J. C. Luning, State Treasurer and ex-officio Insurance
Commissioner.

Idsho—Howard J. Brace, Director of Insurance,

Llineois—T. J. Houston, Superintendent of Insurance: J. F. Wil-
liams, Aectuary.

Indiana—T7T. 8. McMurray, Jr., Commissioner of Insurance.

Towa— A, C. Savage, Commissioner of Insurance.

Kansas—Inez Shepard, Assistant Superintendent of Insurance.

Kentucky-—Jas. F. Ramey, Insurance Commissioner; Manon Cor-
nett, Deputy.

Maryland—Thos. J. Keating, Insurance Commigsioner; Wilson
L. Coudon, Deputy Insurance Commissioner.

Maszachusetts—C. W. Hobbs, Iusurance Commissioner.

Michigan—IL. T. Hands, Commissioner of Insurance; R. A. Pal-
mer, Deputy Commissioner.

Minnesota-—Gustaf Lindquist, Commissioner of Insurance.

Mississippi-—T, M. Henry, Insurance Commissioner.

Missouri-—A, L. Harty, Superintendent of Insurance; Joshua
Barbce, Deputy; R. A. Daly, Actuary.

Nebraska—W. B. Young, Insurance Commissioner.

New Hampshire—Jno. J. Donahue, Insurance Commissioner.

New Jersey;;c. A, Gough, Assigtant Deputy Commissioner of
Banking and Insarance.

New Mexico—P. M. Lienean, Deputy Superintendent of In-
surance, .
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New York—J. S. Phillips, Supermtendent of Insuran_ ey HLLIY
Appléten, Deputy Superintendent. . e £
North Carolina—Stacey W. Wade, Insurance Commxssmner

North Dakota—A. R. Aslakson, Deputy Cummlssmner of
suarance.

Ohic—B. W. Gearhart, Super!ntendent of Insurance, W A
Robinson, Actuary. G

Oklshoma-—J, Bart Foster, Secretary Insurance Board

Pennsylvania—T. B. Donaldson; Insurdrice Commlssmner, Samuel
W. McCulloch, Deputy. : :

Rhode Island—P. H. Wﬂbour, Insurance Commlssmner, R B
Burlingame, Deputy. P

South Carolina-—dohn J. McMahan, Insurance Commissioner, R

South Dakota—W. N. Van Camp, Insurance Commissioner: ="

Tennessee—E. N, Rogers, Commissioner of Insumnce, Kep M
Joseph, Examiner.

Utah—John W. Walker, Commissioner of Instrance.

Vermont—Joseph G. Brown, Insurance Commissioner. -

Virginia—Joseph Bution, Commissioner of Insuranée;. Chas B
Coulbourn, Actuary.

Washmgton—H 0. Fishback, Insurance Commissioner.”
West Virginia— W, B. White, Deputy Commissioner of Insurance
Wisconsin—Platt Whitman, Commissioner of Insurance. ‘

The President: Ladies and gentlemen, we seem to have thirty--
eight statez represented, or three-fourths. I believe this is egual:
to any convention we have had in the last four years,. We are.
starting out very auspiciously, and I hepe that the rain is gone and
the balance of the week wiil be very pleasant for you. : ’

Gentlemen, I had hoped to feel better at this Convention :beeéuse.-
it is the firgt and last time I will be able to deliver at least a’’
presidential address. My Deputy wanted to read this -addvess
himself for fear that it might make me sick, but 1T am goitg fo
try to stagger through it, and I hepe you will bear with me. :T tad:
some little, funny anecdotes that I expected to bring in, but, feeling
like I do, I will just read the manuscript as it is ertten, huplng
that I will get through without too much fatigue.

PREBIDENT’'S ADDRESS
Gentlemen of the Qonvention:

The President of this Assceiation has from time to time delwererl“an anruE]
address at this meeting of the copvention, % custom which in my mind wm well':
founded, and should be perpetually continued, :
. Tae ¥ifty-second Annual Convention of the Insurance Commmswners 0f the

Unifed States has begun very auspiciously, and Y frast its dellheratwns and ifa
eonclusions may be both wise and beneficial,
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I fally realize at this time that it has fallen fo my lot to complete the work
that another has g0 ably begun. It always requires fortitude to hoid aloft &
banner that another has been compelled to lay dewn. I regard it ag a misfortune,
2nd 1 know that you have the same fecling, that the Honorable Frank H. Eilsworth,
former Insurance Commissioner of the State of Michigan, who a FeAT Bge was
elected President of this Convention, did not deem i wise to continue in office
in his home state so he might preside over the deliberations of this Conventicn
and deliver to you on this occasion whatever thoughts which might be in his
mind for vour consideration and edification. His work during the first half of
the year since we met, was marked with sbility and skitl, and his efforts to
bulld up the work of this Association and co-operate with the insurance interests
of this country were warthy of a representative of that gveat state and an honer
to this body, Therefore, I feel in attempting to complete the work which he
started, I have asswmed a task not easily performed, and I only trusi that the
affairs of this Asscciation have not too greatly suffered beecause of the change
of the supervision of this organization from lus hands into mine.

I% shall not be my province or pleasure to indulge ai this time in any technical
discussion of any branch or phase of insurance, but I will endeavor to call to
mind enly a few of the many things which aftfect both the insurance departments
of the states and the insurance business generally,

In prefeee to these remarks, permit me to ssy that I think we are all to be
congratulated upon being permitted to hold cur convention inm ihe historic eity of
Louisviile and in the good old commonwealth of Kentucky, whose fame and
reputation for hospitality have spread both far and wide and whose loeation i3
in the very heart and center of the great nation we collectively represent.

Year before last it was my pleasure to attend s meeting of this convention in
she city of Hartford, Conn, which is located on the eastern border of ocur country
and there we all felt that we were agsernbled in a city famous for its insurance
companies,

Last year our steps were turned in the opposite direciion, and we conducted
our deliberations on the Pacific Coast in the sunny climate of Southern California.
But, this yesr it has bean deemed wise to meet in this piace and under these most
favorable surroundings. I am glad so many departments of the country are here
represented, and I assure you that if vour experience has been similar to mine—
and to those who may be attending for the first time, I feel safe in saying vour
experience will be the same zd pine—when I say that the atiendance upon these
comnventions has been of inestimable value to me in handling the probler:s which
have aricen in the department of my home state, and the peneral knowledge of
ingurance matters is more easily and ascarately obtaired by piving aitentien to
the discussions and conversations of the Natignal Convention, than any other
gource, or, 1 might say, all other sources combined. It will not be necessary for
me to recount the rwany benefifs which sur convention has brought to the insurance
departments of the warious states, because they are too great and too many, and
also they are too weil known by each one of you.

My term as Insurance Commissioner of my own state has been rather short,
and the close of this convension terminates wmy term of office as Imsurance Com-
missioner. Buft, the friends that I have made amongst you and the information
and benefit 1 have received from these associstions zre more than I have words
tg express,

The probiem which we as heads of departments, have to settle, as well as
the difficulties arising with insurance companies apd societies, are always plentiful
and our experien'ce during the last year has not been any exception to this
general ruie,

Every kind of business of which I have any lknowledge, has suffered to some
extent the last year on account of the depressed condition of the affairs of our
country. We are now, and bave been, passing through a recomstruction perjod,
following the great war, which necessarily, according to the records of history,
brings about a condition similar to the one through which we are oow passing,
although possibly not sc severe. When all business is heing depressed snd money
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is hard to obtain for any kind of an enterprise, the insurance business necessarily
must share to some extent at least in the general condition, and doubtless you
men well know that this has been the case .

It iz my Dbelief, and I think we all Lave reason fo believe, that this eondition
will not continue, and that the great business of insurance which is the greatest
business of our eountry, is yet in ifs incipiency, and there is in store for this
particular endeavor a greal and wonderful future. I am of the opinion that the
insurance department of each state has more fo do with affairs ocutside of its
state than any other state department, Insursance companies are not confined to
pheir operations in the state in whichk they are crganized, and they sheuld not be
se confined ; therefore, our deparbments arve dealing with and are permitting the
insurance business of each of our states to be carried sn not oniy by the companies
of our own etates, but by the companies of all the states in the Urien. This one
fact alone, if there were no other, wouwld bind our deliberations with a common
tie which would mot exist in any convention of siate departmentie Tepresanting
any other kind of business in any of our commonwealths,

It i3 not the purpose of the President of this convention to specifically endorse
or propound any new principles which wiil redound to the welfare of the citizens
of this country. On the other hand, the life of the President of this convention
has been rooled and grounded upen only one basic prineiple, and that is safe
husiness for those who may have money or time invested, and above all, a safe
husiness for the citizenship of this country,

The first thought in the mind of the President of this convention is how much
effort and hew much actually accrued surplus or koowledze is given to that part
of » man’s endeavor to build wp an insurance eompany, I take it that some men
invest capital and some invest energy, and when these two ingredients meet, they
are bound to converge into one given idea, and that is snceess. And, if we have
success in any line of endeavor—it may be necessary to use capital, but if not
eapital, energy and ability must be brought forward, and while it may be true
that great companies have heen hLuilt up in this country in the past on capital
alane, the time has arrived when capital can be exhausted in « very short time,
unless hoth ability and energy have hecn used in confonction therewith in the
{ransaction of all our business, regardless of what line it may be.

In dealing with the subject of insurance, we must take into consideration that
it is national and international in its scope, and canmnot possibly Le handled even
in fthe same manner that the great banking institutions of this country are
handled and be governed solely by state laws.

While I dé niot helieve in any kind of federal operation of sny kind of husiness,
i realize that in dealing with thie question of insurance, we must take into
consideration the laws of all of the siates of the Union, and whatever anthority
the United States Government may have in connection with our authority as a
government to outline s policy and put into effect laws which will be of material
benefit to the entire citizenzhip as a whole.

In the many states of this Unjon there is = condition of sach diversified Imwe.
that I am forced to the conclusion that we should have more uniform laws in ali
of the states goverhing insurance, snd that as soon as poessible, as far as the
general {irge of imsurance are concerned, it should he the purpose of this convention
and the purpose of every supervising official to work in harmeny with his brother
commissioneys to have such laws enacted which will place the business upon f
uniforria basis, as far as practicable, in every state.

The life insurance companies of this country, as well as the fire insurance
companies, have been standardized, and it is the opinion of the speaker that more
lines of insurance should also he standardized, and o i is impossible to bring such
standards te these lines of insurance by rulings of the commissioners or by aetion
ofhthis convention, oy the laws of the states, then it is my opinion ‘that the
subiect shouid be dizcussed earnestly by this convention, and eventually a program
adopted which will carry into every state the final conelusions of your deliberations.

Life Insurance.
Duving my term of office as Svperintendent of Insurance, the life irsurance
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companies of this country have had a varied and unusual experience, The fact
that the government of the United States recoguized the value of life insurance
and estabbshed a department of war risk inswrance, gave this particular line an
impetus that neither the departments nor the companies were able to de. ne matter
how much they might have talked or advertised.

In the midst of their growth and popularity with the publie, an epidemic of
influenza swept not enly this country, but the woarkd, which brought very unusnal
and very alavming losses to the life companies, and T am proud to say that ynder
the carefnl munagement of the officials and with the sympathetic aid of the
depariments, they successfully passed the storm, Yet, with this excessive loss.
there came an unprecedented increase in the life insurance business, and even the
companies themselves were. surprised at their own popularity and the ease with
which the agents were able to secure life insuranee policlez seemed unparalleled,
and = vast amount of new insurance was placed upon the bocks of both ordinary
and indastrial husiness,

‘Within the last year, however, on account of the depression in business affairs
which has affected every source of income, there natarally hag been a telling
effget upon this line of business. From the best information I ean obiain, T do
naot think there is any deubt bat what there has been « considerable falling of in
new business written, and there have heen also many terminations of poticies from
cther causes than death and materity. Probably there have not hesn so many
terminations in the indusirial line from these causes, as there have been in the
ordingry policies, which probsbly is due to the fact that many of the industrial
people are still receiving high wages and pre continuing to apply for industrial
insurance, and at the same time the lapse rate has increased considerably, because
so mzny industrial people are temporarily out of work, The Iapses that have
been c¢sused on account of the general business depression of the country is
impossible for me to state saccurately, because every company's experience has been
somewhat diffevent, and it would be a very difficelt task to compile the statistics
of each company, btut I have received sufficient information from a sufficient
number to convinee me that their lapses on account of this general depression
bave been very heavy indesd.

Nevertheless, the great business of life insurance has wet its trials and has
paid its losses, and I predict that the coming decade will show developments,
and that the smaller companies will malke = more rapid growth in the same
length of time than the older companiez have done in the same length of time
in the nast

The total amonnt of premimms paid for insurance by the citizens of the state
which I have the honer to represent during the last year has besn more than one
kundred million dollars, and almost one-half of this amount has been paid to
life insurance organizations.

Fire Insurance.

The contral of rates in the branch of fire insurance has long heen scught by
the companies and finally met with the approval of most of the states. Prior to
that time there were controversies over rafes and unsatisfactory laws passed
regulating the same. I am of the opinion that the insuravce departments are the
proper ones to have the final determmination of what the rates should be.

This kind of rating has never been sought by life insurance sompanies or from
the premium payer of life insurance policies, but it does seem, and has seemed
for a number of years, that with the fire companies no such rate-making scheme
has been so satisfactory as that of the departments having power to say what the
rates shall be.

Since 1 have been Superintendent of Insurance of Misscuri, there have been
some controversies between the department and the companies, and doubtless in
the future serious and imporiant controversies will avise, but those which have
arisen and have come under my ohservation and experiences have heen settled
satisfactorily. after free and full discussion, and T believe those discussions have
prought about a more perfeet anderstanding between the departments sand the

companies.
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I believe that a wniform rating iaw should exist in every state, dlthough it may
‘be possible that the rates counld be satisfretorily adiusted -and controversies
amicably determined without stringent requirements of law. It haf been my
policy to endeavor to give a fair interpretation of the laws passed by the legislature;
-and although in some instances it has been necessary to resort to litigation, I-am
pleased to know, and it has been a satisfaction to my mind to realize, that the
courts of last resort have decided .that my interpretation and rulings were correct.

I think it wise at this time o suggest to the grest fire insurance companies
that they continue in the future as they have endeavored to do in the Just two
vears, and that is to mive te the department, frecly and, if necessary, without the
authority of the law, all the information which they have at thefr hands.

This elase of insurance also hag felt the pineh of our industrial depression. The
advance of prices during the war along every line gave an inereased value to all
buildings and commaodities, and now that values are being deflated, it follows that
less fire insurance is needed, and the necessary inerease of expenses during that
period fakes the companies feel the reduction.

The companies have not only suffered a shrinkage of premiums within the last
year, but it ia probably true that expenses have not been reduced in a similar
proportion. Naturally, as the prices of commadities and merchandise are reduced,
2 merchant will alse reduce the amount of insurance carried ahd insarence on
property, such as buildings, which very often is carried for a period of years, may
in some instances now be over-insured, if the policy weas written while values were
4t their height.

When property valies were high and sales on merchandise were profilable, the
owners of these properties naturally took greater precaution fo prevent fire and
‘to safeguard the ssme against all hazards, but, when properiy decreases in value
and the returns are not so profitable, 1 fear that some of the precsution thas &
wreat many peoplé heretofore used will be neglected.

The prevention of fire s a tking about which the companies have endeavored
to educate the pubiic, and the public is yel very immorant as to their duties and
responsibilities for the prevention of this destructive eclement, and if they ecan
be taught o prevent the fires, the companies wiil greatly benefit, and the pablic
will receive a greater benefit than the companies.

Casaalty Insurance, -

I desire to disctsss under the topic of casualty insurance principaily two branches
that are embraced under this broad subject. The first is healh and acsident
insurance and the second is automabile insurance,

It appears from my experience and from matters which have passed through
the Department over which T have supervision—and that is the source from
which I must obtain most of my experience for it is impossible for me to know
what other Departments have to contend with, except as I may obtain the same
either by conversation or correspondence with the other Departments—ihat there
are entively too many kinds of palicies igsued by the many kinds of companies
writing health and accident insurance.

Upon examination of what might be called the standard form of Health and
Aceldent Ingurance Policies, I am of the opinion that no ovrdinary layman can
arrive ot an aecurate conclusion as to what his rights are under these policies. I
have found upon examination of these policies myself and in consultation with
other employees of my Department, that in a vast wmwmber of instances it is =
most difficult problem to determine what benefits the insured is entitled to from
reading the provisiens in the poliey. Of course, there is what iz known as the
“Unlimited Policy” and the “Limited Policy.” I do not suppose there could bé
any particular okjection to the Unlimited Poliey, but with the Limited Policy,
various and numerous contentions arise which, in my judgment, can be eliminated
and at lezst many of which onght to be eliminated. .

The first glance at these policies would indicate to the wneducated that if most
anything should happen to them in the way of sickness or accident, -they would
receive benefits. The agent in representing these policies to the purchaser, can,
without really misstating the facts, show the poficy in such « way that it is very,
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easy to misiead the insuring public, #nd then when the insured finds that he has
become disabled, = close examination of his policy reveals that the latter provisions
contained therein so lmit the imporiant and cutstanding featurss at the beginning
of the poliey that there is oo ofteri only @ small portion to which he is entitled,
and in a great many instances, nothing,

I refel to this matter, because I feel thai the public is being misied and insurance
premiums are being ecllected on these policies, which if properly undersinod by the
insurer, wouid have never been purchased, and on this account, the eonfidence of

the public in insurance companies is being weakened, rather than strengthened
thereby,

Automaebile Insurance.

Aatomebile insurance in a way is & new business in this country and the reason
T wmake that statement is because twenty yesrs ago there were practically no
vehicles propelled by motor power and this methed of transportation has so rushed
upon us that in a large messure we are at sea as to the best method of its control.
The Departments and the Companies have nuot yet had sufficient time or obtained
sufficient experience to properly standardize the policies or the rates. 1 am
firmly of the opinion that no motor vehicle should be insured for its full cest
price. It seems to me that seventy-five or eighty per cent of the original cost is
all that any company should be permitted to carry, therehy making the owner of
a new moter wehicle carty twenty to twenty-five per cent of the risk in property
damage and damage caused from theft and fire. I de not think thia statement
would hold true where a persen purchases a contract in case of liability for
personal injury, for that iz & matter which each individual purchaser of insurance
should be free and unhampered to contract for either as small or large smount
85 he might desire. I do helieve that the basic rates for the three subjects sbove
mentioned should be settled in the very near foture snd L believe ihis convention .
should pive this matter its careful 2nd earnest comsideration; snd slso that the
legislatures of the states should have this matter properly presented to them, so
that if this idea appears wise to them, they may enact lawsg which would properiy
regulate this perplexing situation.

There is ro doubt if this industry continues, it will be one of the largest lines
of insurance carrvied by any of our ipsurance companies and it should be properly
stabilized, taking into proper consideration all other lines of insurance. T am not
unmindful of the fact that there are a grest many factors to be considered in
determining the rates and amount to be carried by companies doing this kind of
‘business, because there are such varied and different kinds of cars in use which
are hoth for the pleasure of the individuals and the commereial industry of the
eountry and these various vehicles are driven by so many different kinds of pecple,
both experienced and inexperienced, that the problems are without number and
very perplexing in their nature, but no problem is too large o be tackled and
none oo intrieate but what a practieal and working basis may be reached.

Guaranty Insarance,

Y desire to make some chservations in connection with Guaranty Insurance. This
is an important and valuable branch of insurance toc the public, if properiy written
and wisely safeguarded both by the companies and the Departments. However,
i am of the opinion that = greet many of these contracts are written and inter-
preted too technically as yet to meet the approval of the public generally and
too many defenses arise whenever a less or defalcation ocenrs and benefits supposed
to be derived from the contrset in guestion are sought and consequently too many
of these contracts have to be taken to the courts to defermine their meaning and
to determine the liability under the same. Long and technieal applications must
be signed in order to obtain these contracts and it seems the public will never
be educated to study and wnderstand these applications before signing the same,
and the requirements which the company makes of the insured when they sign
these applications are, in my judgment, in too many insfances impossible for the
insured to make a practical compliance with their provisions.

When the present Comamissioner of Finance of my own atate first came into
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office, and 2 bond of any kind was required to he given, he always recommended
that a company bond be procured, rather than s personal bond, but on account
of the facts which I have above set out, he has withdrawn that recpmmendation
and prefers a personal bond instead. Therefore, I kelieve that if this branch of
ingurance s going to be popular, and Is going to meet the need and in faet,
the demand which & now heing made for such insurence, these matters must be
simplified and broaderied and there must be an assurance to the public that where
losses occur, there will be more promptness in payment and fewer defenses arise.
Tt must be evident that casuaity companiss know from experience the necessary
rate to collect and as ilhere exisis very little rate conirel anywhere within the
boundaries of this government. it must alse he presumed that this character of
companies is ecoliecting adeguate premiums based upon experience to pay all
probabie josses and {hat when a eclalm is shaded by any process thab it only
redounds to the interest of the stockholder and not ie the premium payer.

So it is in the mind of the President of this convention, that we need further
investigation which will bring about more control by the state authorities than we
now have. 1 hope that the convention, if not at this time, in the very near future
will censider fhese guestions and fry to bring abeut such a sitnation that will
not enly redeund to the interest of the companies, but will ereste & better feeling
in the minds of the premium payers.

Mutcat Lasurance,

Mutual insurance of both life and property interests is so well established as a
wise and beneficial form of insurance that I hardly think it is worth while to make
any special comment upon this branch of insurance, except to say that it has
proven so beneficial throughkout the entire couatry, both to the companies and to
the insured, that nothing should eor will impede its progress as a principal of
insurance.

There is in this country almost every charaefer of mutnal insurance, covering
almost everything that is insurable. Many of the mutual compznies are not
under the supervision of fhe insurance departments, for the reason that they
have been able to secure legislation which wouid take them. out from nunder the
supervision of the Departments. In my judgment, this is a mistalie and T think
departmental supervigion should extend fto every character of mutual insurance,
incliding beth Ceounty Mutuals and Farmers Mutuals.

Fraternal Insurance.

Fraternal Insuprance, by reasen of iis lodge system, is regulated and contrelied
largely through its constitution and bhy-laws, which are made and changed by the
representatives of the various lodges in their conventions, The certificate whick
the members hold is enly a small portion of his contract of insurance and for this
reason when fraternal socleties were first orpanized, they endeavered to reach a
certain class of insuvers and fixed their rates at such amounts as experiense has
shown they could not perpetually meet their oblizations. This mistake was made
in my judgment because while the members were young in vears and the mortality
low in percentape, it was possible to pay their claims promptly with very small
assessmenis and even sometimes they were enabled to pass an assessment for some
considerable time. But, experience has shown that those rates were too low and
they have been compelled to charge o rate which would enable them to meet their
obligations prompily.

- oY many years this comvention has been dealing with this question and in my
mind we have accomplished u great deal of good, yet this imporfant branch of
insurance is yet before this convention and should at the earliest opportunity be
settled,

In many of our states ne fraternal society is organized at the present time,
without first being required to establish adeguate rates, based upon actuarial and
seientific ezleulations and I am of the opinion that this is the greatest step in
the direction of solving this problem. A great many of the older orgpanizations of
this character have so changed their by laws governing this question of adeguate
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rates, that they have been able to successfully meet their Anancial oblizations,
and I irist that within a few years the afairs of, all of them will be so bandled
that every fraternal society in the United States will be sble o meet s losses as
promptly as any other line of life insurance and thereby make it omne of the
necessary lines of life insuramce.

e my own state it iz said we have more than 606,000 memhbers of fraternal
soeieties and in many instances it is probably true that it is the omnly kind of
insurance for which the members are able to pay, largely on account of its
premiums being small and payable at short intervals, which enables the poorest
of cur Jaborers to carry seme sort of insurance for the benefit of his loved ones
or for the purpose of taking care of his body in the last burisl rites.

Reciproca® Insurance,

Reciprocal insurance and its kindred associations have for a hasic principle
the idea which was originally promulgated in the efforts of gome of our wisest
eitizens to establish both mntnal and fraternal insurance. I feel quite sure that
the members of this convention know my views on this character of insurance
and it is annecessary for me to indolge in any exfended discussion in behall of
sueh Tngurance which I believe has proven to be so beneficial to the public and
which has béecome an established principle of insurance in this conubry.

1 do not think it dates farther back than forty vears im this country and if
my information is correct, it had its origin in ths City of New ¥York by some
business men getting together and deciding to Tosure themselves in order o
have greater protectiom and at less cost than they could st that time procore
from insurance orgsnizations then established. And, from that small beginning
it has aspread over our ceuntry and is used almost in every state.

I have been told by one of my good friends, who is a member of this convention,
that he has no reciprocal exchanges in his state, but I do find that even in his
state thai poseibly hall of the premiums paid in the fire msurance lines are paid
to mutual insurance companies; therefore, in my mind, it would be just as well
for this good friend of mine from New England to have a few reciprocal exchanges.
However, § helieve that when any state has 21l the inswrance it needs, it is not
necessary to byanch out into other lines for after all has been said, the whole
matter moost resolve itself jntoc the guestion, “Are the people heing aatisfied,”
and if they are, no zdditional steps nead to be talken, but if the premium paver
is not sztisfied, he wiil make his desives hknown and will begin to look elsewhere
for his profection.

Ts wy own state the so-called inter-insurance exchanges in the fire and casuaity
Jines coliect sbout ten per cent of mll the premiums in those lines, It has been
said thal Misseuri is the home of resiprocal or inlev-insurance, and I degire to
say that we have some excellent inter-nsurance organizations in Missouri, but
possibly not so many in nuamber as other states. By law and ruling, we fry te
control this charseter of insurance and I helieve that if all the states wonkl
study this proposition, they would have no trouble in controlling this branch of
insurance, becamuse in its flnal analysis, it is altogether in the hands of the
subseribers.

There is ne mors teason in the argument that the pay of the attorney-in-fact
of these Exchanges should be withdrawn from them than there ig to say that
you woudd withdraw the commission of the agent of any other line of insurance.
Men wsually work for mcney and if not for meney, for glory, and thus far 1
have found very little glory in any branch of the insurance business.

Conclusion.

As 1 bave lived my whele life, and especially that portion of my life in which
[ have been engamed as an Insurance Depariment officinl, in the center of e
great Missizsippi valley, neither I, nor the commissioner of the states surrounding
our state, have had io deal with 21} of the intricate problems that the Insurdamece
Commissioners of the emstern states have handled sc ably and satisfactorily, npor
co we have the same difficalties and vielssitudes of my brethren of the Paciﬁ.c
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slope. Yet, we have our own peculiar troubles and at the same fime, I am of
the opinion that we have some of the same, and at lenst a touch of the vavied
conditions which prevail both in the east and the west. I fee}, however, that
our section of the conniry is a very fertile field for jnsurance development, and
1 trust in the near future it will be greatly extended.

The departments of each state in the Union should be very eareful in lookifig
after the financial affairs of the sompanies domiciled in their staies, and every
effort should be put forth by the Insurance Department officiazls to 8o supervise
and control their companies that they may successfully pass through this crisis
with American finaneial institutions, of which the insurance organizations are
an integral and important factor.

(Applause.)

The President: The next order of business is the call of Com-
mittees. The Secretary will call the Committees.

The Secretary called the list of Committees but none were ready
to report.

The Secretary laid before the Convention the following report on
“Unfinished Business.”

UNFINISHED BUSINESS.

Committee on Fire Ensurance.

1, Commissiener Bullion's resolution on Tnderwriting Profits. Page 227,
Hartford 1919. ’

2. "Use and Occupancy Coverage—Subcommittee: Wilbour, Phillips and Hobbs.
Page 15, December, 1520,

Commities on Fraternal Insarance.

1. Whether any further legislation js necessary for putting fraternal societies on
on a basis where they will be better able to meet their obligations. Page
41, December, 1817, Subcommittee: DMessrs. Young, Phillips and Taake.
Page 218, Hartford, 1919,

2. Providing minimum rates of contribution on certificates issued after January
1, 1822, Subcommittee: Phillips, Button and McSwain, December, 1819,

Committee ont Laws and Legislation.

1. “Owning steck in othey cormpanies. Bubcommittee: Mansfield, Phillips and .
Hobbs., Page 138, Beverly Hills, 1920,

2. Qualification of Agerts and Brokers. Subecommittee: Button, Doraldson and
Ramey. Page 137, Beverly Hills, 1920,

3. “Uniform classification of Insurance Companies and uniform method of
authorizing transaction of new lines under department icense. Page 137,
Beveriy Hilis, 1220,

4. Letter of J. F. Egan on Group Insurance. Page 32, December, 1920,

Committee an Publicity and Conservation,

1. Zetter of Public Health Association in regpard to statistical study of influenza
epidemic., Page 9, April, 1819,

Committee on Taxation of Insurance Companies,
1. Communication from Association ¢f Life Insurance Presidents as o standsrd
tax bill. Paege 187, St. Pauwl Proceedings.

2, Resolution in rzeference to taxation of insurance companies. Page 108,
Denver, 1918,

3 fRepart of Committee. Page 17, December, 1918, Page §, December, 1912;
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Committee on Workmen’s Compensation Insurance.
1 “Establishment of regional or district bureaus. Page 137, Beverly Hills, 1920,

SPECIAL COMMITTEES,

1. Steam Boiler and Employers' Liability Insurance:  Messys. Hardison,

; McQualloeh and Fairchild. Page 89, April 1, 1917 ; page 185, St Paul, 19:7..

2. Trust Deeds of Foreign Insurance Companies: Mesars. Herdison, Mansfield
and Tomlirsen. Page 10, April, 1916: pzge 95, April, 1017; page 186,
St. Panl.

3. . Construction of Standard Table for Valustion of Compensation Claims.

" Messrs. C. G. Smith, Dewning and Ryan. TPage 12, December, 1915:
page 188, St. Paul, 1917; psge 116, Hariford, i9i9.

4. . Investigation and Reporting on Advisability of Revising Present Cain and
Loss Hxhibit of Life Companies, Page 174, Hartford, 1919; page 8,
December, 1919, Comnittee: Roy A. Wheeler, Thes, F. Tarbell and
Charles G. Smith,

5. Uniform Law for the Regulation of Reciprocals: Travis, Ellsworth, Potter,
Harty, Donaldson and Whitman., Page 92, Beverly Hills, 1920.

President Harty: Gentlemen of the Convention, we will take a
recess now until 2 o’cleck.
‘The meeting recessed at 12:15,

TUESDAY AFTERNOON SESSION.

The meeting convened at £:30 o'clock p. m., Vice-Presgident.
Ponaldson presiding.

Chairmen Donaldson: Communications and reports,

Commissioner Mansfield: Dr. Chairman, I have two communica-
tions here which 1 desire to offer and have them referred to. the
Appropriste Commitiee. First is a letter from Mr. M. L. Hewes,
President of the Standard Fire Insurance Company, with reference
to the amortized value for Fire Ingurance Companies, asking that
it be made uniform or optional, or at least that the report on an
amortized basis admissible in one state may be accepted in other
states. I suppose that goes to the Committee on Laws and Legisla-
tion.

I have another communication here {rom the Association of Life
Insurance Presidents with reference to uniform bill prescribing
standard provisions for pelicies in life insurance with regards to
the incontestable clause. It comes through the attorney of their
Agsociation. T move that that also be referred to the Committee on
Laws and Legislation,

“Phe Secretary: They will be referred to the Commitfee on Laws,
and Legislation.
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I have a report here of the commitiee appointed fo investigate
and report on the advisability of reviging the present gain and loss
exhibit of }fe companies.

To the Naticnal Conventicn of Insurance Commissicners:

Your Commitiee appeinted by the September, 1819, Convention of Insurdnce
Commissioners has changed itz persomne] through resignations to Arthur B.
Lines, Massachusetts ; Thomas F. Tarbell, Connecticut, and Grady HE. Hipp, New
York., After careful consideration of the subjeet your Commitiee begs leave to
repori:

{1} Thzt the present addition and subtraction form of the Gain and Loss Exhibit
has accomplished many good results and, after cerfain modifications,
should be retained,

(2) That there is a great lack of uniformity evident in the preparation of
certain items of the BExhibit which should be corrected, and

{37 That the Exhibit shouid show a eeparation of Assurances, Group {nsnrance,
Annuities and Disabilities.

Your Committee believes that the Revision of the Gain and Toss Exhibit s a
matter of such importance that all life companies ave entitled to be heard, After
consultation with the Committess appointed by the Actuarizl Society of America
and the American Institute of Actuaries to consider this same matier, it has been
decided to submit to these two Commiltees, fc be submitited at the 1921 Fali
Meetings of thelr vespective BSocleties for commment and discussion, a complete,
tentative report ineluding a foll Exhibit which incorporates the revisions tenta-
sively agreed upon. The results of this discussion will be reviewed and considersd
by the ihree Tommitlees and a final Exhibit agreed upen. Your Committee
suggests that provided this work can be completed in time, {he final report be
ineorporated in the report of the May, 1922, mesting of the Commities on Blanks
and acted upon by the Executive Commiliee at its June, 1922, meeting. This
course would allow the revised exhibit, if adopted. to be incorporated in the
1622 blanks.

Respeclfully submitted,
ARTHUR B. LINES, Chairman.
THOMAS F. TAREELL,
Actuary, Connecticut Insurance Department.
GRADY ©, HIPP,

Actuary, New York Insurance Department.

Commissioner Mansfield: 1 move the adoption of the report, Mr.
Chairman.

The motion was duly szconded and adopted.

Chairman Donaldson: The next number, gentlemen, on the
program is a paper on “Insurance Supervision in Canada,” by Hon,
V. Evan Gray, Superintendent of Insurance of Ontario.

I take great pleasure in’introducing Mr. Gray., (Applause.)

Mr. Gray reads paper. {To be found in appendix.)

Commvissioner Munsfield: Mr., President and Gentlemen, Mr.
Gray has kindly said that Canada has learned much from the Insur-
ance Departments and the methods which we have here, and I am

stre that many of us will realize that there is very much which we
can learn from Canada.

I am sure I voice the sentiment of every one here when I express
thanks not only of myself but of all of us to Mr.. Gray for his
excellent presentation of the Canadian situation. Personally. 1 wish
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to say 1 find myself so much in sympathy with much that he has
gaid, and which is somewhat contrary to our marmer of living down
here, that I desire to thank him for such a clear and splendid
presentation of the matter.

I move you, sir, that the thanks of this Convention be extended
to Mr. Gray for hiz very excellent presentation of the Canadian
insurance situation.

The motion wasg seconded and carried hy a rising vote.

Chairmon  Dongldson: I desire to supplement Commissioner
Mansfield’s remarks, and I want to say further that you cught to
be grateful that you haven’t forty-eight Provinces when you have
these provineial conflicts.

Again, if ever a person wanfs to come before the Convention and
taik about himseif the way you have, we will always be glad to see
him. (Applause.)

The next paper cn the pregram is by our good friend, Commis-
sioner of Insurance from Minnescta. The rumors are, and in fact
he tolé me himself, that this paper is a hot one and I would suggest
to you gentlemen to come up tc the front.

I {ake great pleasure in introducing the Honorable Gusiaf
Lindquist. {(Applause.)

Commissioner Lindquist rcad & paper on “Coverage Under Health
and Accident Policies.” (Applause.) (To be found in Appendix.)

Chatrmen Donaldson: The discussion on this paper will be led
by Hon. Leonhard T. Hands, Commissioner of Insurance of
Michigan.

Commisyioner Hunds: Mr. President and Gentlemen of the
Convention, I heartily agree with Cemmissioner Lindquist as to
the ool freak policies put out by some companies. There isn’t any
question but what there are some that are misleading to the buyers
of insurance. One specific case came up the other day, I think it
was called the Farmer Zone Equitable Health and Accident Policy.
After serutinizing this policy very carefully there were only two
provisions that 1 found that would apply at all to 2 farmer. One
of them was, if he was gored by a bull, and the other, if he was
hit in the head with a brick while walking in town, provided,
however, it stated, that the building was not in the course of con-
struction or in process of demsiition. (Laughter.) ‘

Mr. Palmer, our Deputy, fold me the other day that a claim came
up, the only one known in our state, where a farmer was gored by
an infuriated bull but the adjustor denied liability on the grounds
of contributory nepligence, that he should have had the bull de-
horned. {Laughter and applause.}

I do not agree with Commissioner Lindquist, however, on the
conditions of the Claim Departments of our companies, especially
in Michigan at this time. We make periodical examinations there,
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and we find that the companies are very fair in the settiement of
their claims, and we find a high type of gentlemen connected with
the companies. There ign’t any question but that conditions were
deplorable in 191i; however, those conditions were found in the
Industrial Departments. In the Commercial Depariments I under-
stand there was ne criticism, Those eonditions were remedied by 2
standard provision law that we have in Michigan on the statuie’
books, and I assumed that they were in most of the states in the
Tnited States.

Az T said before, I can’t agree with Mr. Lindquist that the com-
panies, especially Michigan companies, are not fair in the settle-
ment of their claims. As I stated before, we make periodical
examminations and we pay special attention to the claims, and we
find them very falir in their settlement, but there is no guestion
but what some fool contracts are put out. We notified the company
azhout this “gored by a bull” contract, and it is to be discontinued
in our state.

We do not have very many complaints in our state, and we have
upwards of several hundred companies in Michigan doing business
there., We find a high type of gentlemen connected with these
companies, especially the Michigan companies, and I only know
of one foreign company doing businessz in Michigan, I mean a
company from ancther state, that has a “Croek” connected with it,
and I think that is the Ohio Farmers of Ohio. (Laughter.)

I believe that is all. (Applause.)

Chairman Donaldson: The Chair would like to announce that.
names be omitted in the future.

In view of the absence of the Hon. 8. A. Olsness, of North Dakota,.
his paper will be read by his deputy, A. B. Aslakson. {(Applause.)

Mr. Aslakson read Mr. Olsness’ paper as follows:

Before discussing this paper, I wish to say that I ;m in hearty accord with.
all that has been said by Commissioner Lindquist in his splendid paper relative
to the evile and iniquitous practicez in accident and heaith insurance, In my
short experience as Superintendent of Insurance, 1 have found altegether too many
such cases as enumerated by Coramissioner Lindquist, T recall one case, whers,
upon the demise of a railroad section foreman, the adminisirator of the little
estate found that deceased had held an accident policy. Claim was promptly
dispatched to the insurance company, and a handsome indemnity was anticipated.
by the bereaved family. Imagine their disappointment when the claim was denied
on the grounds of ne coverage

The pelicy was submitted to our department for examination, and found to
contain a provision execluding railway workers of every kind. The story is very
simple: The ageni whoe wrote the poliey was not veey serupuious, but he got
his commission.

There being no standardization of policies on this class of insurance, the:
competition has simply Invited u free-for-all contest in compasing of ariful and
evasive policy contracts thai may read, sound and sell well to the unwary layman.

There can be no dissention ag to the evil existing, nor as to the need of a.
remedy, Commissioner Lindguist does not wish to urge upon this convention,
or the insurance commissioners, any specific form of remedy, exceps to recoramend
the co-operation of both ir drafting a standard policy. The authar is positive.
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on. twoe points: He declares himself as unalterably opposed to state ingurance
as a remedy, but Lelieves the evil described can be overcome by proper stand-
ardization of the policies and by rigid restrictions enforced by the supervising
officigls. Right here I wish to go on record ms differing with my colleague a8
to the best remedy. While I, too, beliave much can be done to improve the
condition by inaugurating a rigid system of scontrol through the insurance
departments, 1. feel vositive thaf.no amaunt of regulation or supervisery eontrol
can successfidly cope with the situstion, for the very nature of this branch of
ingurance is more conducive to sharp practices in the hands of private insurvers,
than most any other.

That ‘this iz so, the report of your special investigating committee from which
Mr, Lindguist recited, besrs ample proof. Both the findings of said committee
and the Cemmissioner's paper are most scathing in their condemnation of the
abuses perpetrated upon the unwary public by ungerupulous accident and health
companies and their agents. The very fact that there is more clamer for state-
apersted industrial accideni and beaith insurance, and more already taken gver,
than in any other line of insurance, further indicates that herein lies the surest
Telief.

‘While I do not lay claim to being an authority in this line, [ have felt
insginetively that the public might best be served if a system could be inaugurated,
by which a fixed premium is collected from every citizen within = state, say
above the age of 16 or 18 years, thus cresting a reserve fund, guaranteeing
likewise, every such citizen fnll coverage protection. This would have to be based
an statistical experience, of course. There being no moral hazzard about accident
risks, I do not see why such & system should noi be feasible or praectical. T have
in mind the plan in vegue by, 1 believe, every railroad company in the couniry.
By this plan a certain contribution is required of every employee per month as
an insurance premivm for which the company agrees to furnish free medical aid
and hospital service in case of accidenis or sickness io such employee while in their
serviece,

I do not see why a similar system could rot he extended to the general publie,
by the state. T know many of vou will say that this is socialism and incompatible
with good Amaericanism, but if it is, why is Dot also cur commen school system,
our postal system and our establiched manner of supporting the poor, unamerican-
ism? As I understand it, nearly every country ixn Europe hae government
industrial accident and health insurance.

I beg to ecall attention again to the -—— paragraph of Mr. Lindquist's,
paper, which states that out of s total of $95,261,078 in premivm rgceipts, only
$39,792,4%6 was actually used in payment of losses to the insured. When did
public ownership furnish a more glaring example of waste and inefliciency ?

Having now committed myself to¢ the advocacy of public or state accident and
wealth insuramce, with full coverage, vou will pardon me for citing examples of
how our ¢wn state insurance has worked out, in practice gince it became operative.
The grest, young state of North Dakota has had a law praviding for stafe honding
of uublic officials operative sinee January i, 1918. Up to April 36, 1921, the
totel premium reeeipts in this fund was $141,158.71L.  The net losses by defaleation
zre 3586571, OQur total asgets are $120,467.78, and the linbilities consist of
reserve $42,892.9%; surplus $97,574.81, the latter being the net gain doring said
_period. I wish to call special atiention to the gperating expense which is §8,095.78
on. & business com‘pﬁsing s total amount of $80,163,160 of beonds written and
covering a period of three years and four months, showing an overhead expense
of B.74 par eent.. The premium vate is the same as charged by the line companies
or 25 cents per $1¢0 per annum.

A condenséd report of the operations of our state Fire and Tornado insurance
on public buildings since its beginning August Ist, 1819, to August 15, 1823, shows,
total premium receipis, $281,880.07; premium receipts earned $170,513.98 ; fire
and tornado losses psaid in said period, $19,122.1¢; deducting for operating expense,
reinsurance, unearned prémiums, or in other words were we o liquidate and
close out the business on August 15th last, this fund would show a net gain of
$123,326.62. The operating expense for the period of two years and fifteen days
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was $7,164.833 or an overhead of 3,07 per cent on premium receipts. The net
insurance in force was: Fire imsuranes, $5,370,709.80; tornado inmsuranes,
$11,366,920.20, on April 306, 1921, I wish to emphasize that both these funds are:
taken care of by one young man, as manager, znd two girls,

Then last but not least, we have the State Hail Fund, which is aiso under the
supervision of the Insursnee Department. The law creating this enterprise :
was enacted in 1819, and is therefore operating its third season. :

Official figures for 19193 and 1020 reveal that the state carried approximately
12,060,000 acres each seasen. The gross amount of riske were about $34,000,000.
According to Faderal statisticzl veports the iofal crop acreage of the stite was
about. sixteen and a half million acres. Consegeently 72 per cent of the total
acreage carried state hail insuravice, There were 14,400 losses to adjust in 1829
representing $3,472,630.55, The levy necessary to meet the losses and exbenses
was 32 cents per acre, as compared with about 77 cents per acre charged by the
lne companies for the same amount of insurance, or & difference of 46 cents an
acre in favor ol the staie plan. Had the twelve million acres earried private
insurance at that rtate, it would have cost the farmers sf the state $5.460,000 .
more for 18%0, The ratio of overhead expense based on receipis was 3.10 per cent .
and 3.44 per cent based on the losses paid. The cost of adjusting is estimated
at $10.00 per loss by the line companies. The state cost was $5.09.

In view of these experiences, you will understand why I must differ with my
neighbor commissioner, as to the remedy to cure the evils deseribed in his able
treatice. He is unaiferably onposed to state insurance of any kind, 1 am
unalterably in favar of state accident and health insurance as the best suited
for public service. But until this can be had, by all means, let us have action
along the lines urged by our estesmed coniemporary, Commissioner Lindquist.

Chamwman Dongldson: T don’t need to introduce the final man of :
the afternoon, the Hon. James F'. Ramey, of Kentucky. (Applause.)

Commissioner Ramey: My, Chairman, Mr, Cornett, the Deputy
Commissioner is handling this subject. I was so busy acting as
host that T haven’ had time to get it up.

Chairman Donaldson: The paper will be read by the Deputy,
Mz, Cornett. {Applause.) :

Mr. President:

In the preparation of this paper I have no ides as to what the distinguished
gentlemen preceding me will have {0 say on this subject, exdept that I do have
before me an advance copy of the papsr te be read by the Hon, GCustaf Lindguist, :
Insurance (ommissioner of the siate of Minresota. This being the case, T san
only take a chance as to my paper being a repetition. I realize that it is out .
of the ovdinary for & Depnty Commissioner to take issue with an Insurance -
Commissioner sach as Mr. Lindouist who has both experience and ability, but,
after having carelully read his paper several times, I must say that T cannot agree
with him in all that he says. His paper contains some excellent recommendations
and guch as are worthy the consideration of all classes of insurance companies, '
but his indictment of the Health and Accident Companies comes as a great
surprise to me for there have been very few complaints made to the Kentucky -
Insurance Department, and none of these complaints have ben on grounds of
denying lability under ambigicus policy clauses. Surely we would have heard
irom claimants had there besn a disposition on the part of companies to deny
liability under policy forms issued in $this state. Tt may be that the zbsence
of foreign elements is the cause of lack of wunfair settlements.

I‘dc not believe the time is ripe, if it will ever be, for a standard hesith and
?ccldent Bvolicy.  There are standard provisions reguired by some states and .
ingorporated in the policies wuged by all the companies doing businéss -in this -

state where the law makes no requirements and I think in sll stated havmg o
law on the subject.
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The standard provisions go about as far as policy recuirements ean po and do
justice to &li kinds and conditions of men seeking the protection of health and
actident insurence. Would it be fair to the man of sisall income who desired a
bolicy’ of. the “principai sum of $3,000.60 and limited coverage to it hizs needs
and premium it decordance, to say, no, you eannet buy such a policy, but your
poliey will have to be for $500.60 or $1,000.00 for the premium you are able
to pay, but the terms to be exsctly the same ss your rich neighbor?

The health and sccident policy has been progressive, meeting the needs of all
the pecple in the changing and more complex conditions of deily life. The
competition has been open and keen, almost to the breaking peint, and it seems
to. me-that the company managers are to be commended for the way they have
responded to ‘the needs of the people, and in' thiy connection, I desire to quote
from ‘the report of the Hon, 0. W. Chapman, Superintendent of Insurance of the
state of New York in the vesr 1875+

“No'matter how the subject be approsched, the word mansgement is the
kevstone of the arch, not simply in the matter of investment, selection
of apgenis and medical examiners, or in office requivements, but in
everything pertaining to the company’s whole administration.”

It was not until the vear 1020 that Life Insurance Companies were permitted
to write health snd accident insurance in Kentucky, but certainly they were
writing health and aceident befere then, when that greatest of inovations that
compieted the life insurance policy—when the total disability c¢lavse was
incorporated ic the policy.

1 agree with My, Lindquist that no company shouid be allowed to write an’
accident and sickness policy, promising on the first page:

“Full sickness and accident coverage, hospital bLenefits, deuble indemnity
for a pericd of twenty-four months for accident, and twelve months for
sicknegs, and, on the second page thereof, insert s clawse which provides
that death or disabiiity from sunstreke, freezing, or some other twenty-
five named diseases or any chronic diseases, or any disability that is
cavded by one or more disesses, or diseases in ¢onmnection with any injury,
will be considered as resulting fram sickness, the original cause thereof
notwithstanding, for all of which the company will pay benefits as
provided ju parts I and V of paragraphs A and B thereef, and subject
to the same conditions ay specified tharein, not to exceed one month,” )

1 agree -that this places in the hands of an “unscrupulous” adjuster, a mighiy
eclub, bnt, are zlt adjusters "unserupulous™? Can we say that the officers of the
varions companies are “‘anscrupulous™? We ecannot. I have had the pleasure of
attending the last two meetings of the “Healith and Aceldent Conference” and I
have come to know personaily several of the officers of the various companies.
They know their “short comings’” and the hurtful actions of & few “unseruvulous’
companies and agents. From my observation, these are some of the things the
Conference is trying to work ‘out, and if given time, these evils which Mr.
Lindquist eomplaing of wili be cured. In this connection peymit me fo quote
from an address delivered by Willam R. Sanders, President of the Health and
Accident Conference, delivered at Frenchk Lick, Indiana, on August 29, of this
year:

“Our Conference long ago passed its days for the purpoze for which
it was Intended by its founders., From = militant body it has become
an educational institution and an crganization for service with an
attendance -at its semi-annual meetings of company representatives who
mingle with each other in the most friendly spirit, each seeking to be of
some smali benefit to some one else, and all working for the common
gaood -of everyone, I use this word “everyeme’' in itz broadest meaning,
embraging the policy holders, agents, state insurance depaviments and
the companies themselves, which are all greatly benefited through the
results arising from this Conference.”
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At this same meeting, Hon. James ¥, Ramey, Insurgnee Commisgioner of this
state, made the following statement:

“It iz highly important that your eonference and its members should
senge public opinion in advance—know what the public thinks of your
service and study methods of its improvement, thereby forsstalling advers
eriticiem. The public, when properly infermed, can be relied on to
appraise correctly most practical propesitions. By keeping vour ear to
the ground and recoxnizing the silent forces, you can correct eviis that
spring up in your business, and leave our legislative bodies to apply their
time and talent to more imporiant matters of state, Very few mpre
laws are needed in the insurance business. Co-Operation and the practical
application of the Golden Rule, with a wholesome regard for the fellow
across the fence, will forestnll adverse eritieism and legislation.”

This statement was received with applause and thoroughiy convinced wme that
i given time this Cenference will weed out the "unscrupulous.”™

I agree with Mr. Ramey that very few laws are needed in the insurance business
and as Mr. Alexander puts it:

"Many of the laws cnacted by the varicus governments and states
for the protection of policy-helders bave done serious injury to those for
whose benefif they were enacted. TUsually this has been due to the
ignorance of well meaning legisiators, whe have labored under the mis-
token impression that the interests of the comparny are antagonistic fo
those of the poliey-holder. As a matter of fact, it will generally be found
that the interests of the company and of its policy-holders are identical.
Eence, blows airned at the former have frequently siruck and wounded
the latter. Moreaver, much of the insurance legislation has been desipued
to protect deserters and little of it to protect steadfast members.”

(Applause.)

Chairman Donaldsen: Tomorrow morning, gentiemen, there are
three papers to be read, and from the length of the papers today,
I suggest, and President Harty has asked, (I hope he will preside
tomorrow), that the Convention sssemble promptly at 10:15 so we
can start the proceedings at that time.

The meeting adjourned at 4:40 o'clock until Wednesday morning
at 10:15 o’clock.

WEDNESDAY MORNING SESSION,

The meeting convened at 10:20 o’cleck a. m., Vice-President
Donzaldson presiding,

Chairman Doneld:om: Communications and reports.

Mr. Joshie Burbes: Mr. Hariy asked me to present a report
of the Committee on Examinations.

Mr. Barbee read the report of the Committee on Examinations as
follows:

As Chairman of the Committee on Examinations, I desire to submit the following

veport “of examinations since March Ist, 1921, topether with states partlcxpatm&’
in examinations:

The following examinations have been ecalled by the Committee, cnmpieted -and
reporis filed:



PROCEEDINGS 71

Examination Report Received on and States Represented.

‘Bankers Casualty Co., Minneapolis, Minn.; Minnesota, Towa, South Dskota and
Wiscensin,

‘Bull Dog Auto Insurance Associaticn, Washington, I}l ; Oklahoma and Illinois.

Business Men's Assurance Company of America, Kansas City, Mo.: Wiscongin and
Missouri,

Central States Fire ¥nsurance Co,, Wichita, Kans,; Kansas and Nebrasks,

Dakota Life Imsurance Co., Watertown, 8. D.; North Dakota, South Dakota and
Moniana,

Kapsas Casualiy and Surety Co., Wichita, Kans. : Kansas, Oklahoma and Wisconsin.

Kansas City Life Insurance Co., Kansas City, Mo., Missouri and Colorado.

Lion Bonding and Sureiy Co., Omaha, Neb.; Nebraska, Xansas, Minnesota, Towa
and_Idaho.

‘Life and Casualty Insurance Co., Nashville, Tenn.; Tennessee, Louisisna and
Mississippi.

Mountain States Life Imsurance Co., Denver, Col., Celorado, Uiah and Wyoming.

National Life and Accident Insurarce Co., Nashville, Tenn, ; Jliinols and Tennesses,

New World Life Insuraace Co., Spokane, Wash., Washingten, Oregon, Idzho,
Montana and Illinois.

MNorthern Life Insuranee Co., Seatile, Wash. ; Washirngicn, Oregon and Idaho.

Provident Life and Acecident Insurance Co., Chattanocoga, Tenn.; Tennessee, MNorth
Carclina and Virginia.

Becurity Fund Life Co., Minneapolis, Minn., Minnesota, Iowa and Wisconsin.
‘State Life Insursnee Co, of Des Moines, Tows: fowa and Minnesota.

United Ovder of the Golden Cross, Knoxviile, Tenn. ; Tennessee and Massachusedts:
‘Woodmen of the World, Denver, Col.; Colorads, Idaho and Utah,

Western Natioral Life of Wyeming: Wyoming =nd Celorado,

“Western Reciprocal Uaderwriters of Kansas City, Mo.; Missouri and¢ Kansas,
Western Union Life of Spokane, Wash.: Oregon, Montana and Idaho,

The followiang examinations have been made by various states and fledé with
‘the Committez on Examinations, but were not called by the Committee:

Examination Report Received on and States Represented.

Aslantic Qity Fire Insarance Co., Atlaniie City, N. J.; Froggatt and Co,, Ine,

American Life Insurance Co., Des Maines, lowa; lowa.

Cedar Hapids Life Insurance Co., Cedar Rapids, Iowa; Iowa.

Camden Fire Insurance Assocciation, Camden, N. J,; Joseph Froggatt & Co,, Ine,

Commercial Casualty Insurance Co., Newark, N. &.; Froggzit & Co., Inc.

Central Nations! Fire Insurance Co., Des Moines, Towa; fowa.

Eagle Fire Insurance Co., Newark, N. J.: Froggatt & Co., Inc

Internationai Fidelity Insurance Co., Jersey City, N, J.; Jeseph Froggatt &
Co., Ine.

Liberty Life Insurance Co., Des Moines, Jowa; Jowa,

Mutual Protection Fire Insurance Co,, Charleston, Mass, ; Massachusetts,

Manufacturers Liability Insurance Co., Jersey City, N. J.; Froggatt & Co., Inc.

New Jersey Fidelity and Piate Glass Insurance Co,, Newark, N. J.; Joseph Frog-
gatt & Co., Inec. ’

014 Bay State Insurance Co., Concord, Msss.; Froggatt & Co., Ine.
Preferred Risgk Life Tnsurance Co., Des Moines, Towa; Jowa.
Royal Union Mutual Life Insurance Co., lowa; lowa.
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Southern Life & Health Insurance Co., Birmingham, Ala., John A. Copeland,
Consuiting Actuyary,

Wegtern Life Insurance Co., Des Moines, Iowa; Towa.

The following examinstions have been called, but bave not yet been completed:
Examination Called on and State Participating.

American Reinsurance Co. of TPhiladelphia; New York, Pennsylvenia, Iowa and
Missouri.

American Weodmen {colored}, Denver, Col.; Missouri and Colorada.

Commonwealth Life Insurance Co., Omaha, Neb., Kansas and lowa,

Employers Indemnity Corporation, Kansas City, Mo.; Towa, Missouri and Kansas.

Great Republic Life Insurance Co., Los Angeles, Cal ; Oklahoma and California.

Hearing on Heralds of Liberty of Alsbama; New Mexice and Mississippl.

International Indemnity Co., Los Angeles; Washington and California.

Ilinois Automobile Insurance Exchange, Bloomington, Il ; North Carclina, Tllineis,
Minnesota, Oregon, Dklahoma, Wiseonsin, Kentacky and Virginia.

Kansas Casualty and Surety Co,, Wichita, Kans.; Oklahoma, Wisconsin, Minne-
50tz and Kansas,

Life and Casualty Ceo., Nashville, Tenn.; Tennessee, Mississippi and Louisianea.

Lion Accident and Casualty Co.: Nebraska, Kansas, Minnesota, Zowa and Idaho.

Migsouri State Life Insurance Co., 8t. Louils, Me.: Misscuri, Indiana and Arizona.

Mystic Workers of the World, Fulton, 1iL; Jows, llinois and Missouri

Neighbars of Wooderafs, Portland, Ore.; Colorade, Washington and Idaho.

Northern Life Tnsurance Co., Beattle, Wash.; Washington, Californis, Oregen
and Idaha.

0ld Colony Life Insurance Co., Chicagae, Il ; Nebraska, Towa and Ilinois,

Frudeatial Insurance Company of America, Newark, N. J.; New York, Massa-
chusetts; New Jersey, Indiana and Missouri.

Security Benefit Association, Topeka, Kans., Xansas, Missouri, Pennsyivania,
Nebraska, Texas, lowa and Wisconsin.

United Order of the Gelden Cross, Knoxville, Tenn.; Tennessee and Massachusetts.
Volunteer State Life Insurance Co., Chattanooga, Tenn. ; Mississippi and Tennessee.
Choirman Doneldson: Any further communications or reports?

We will now take up the regular program. The first subject to
be discussed this morning is “Uniformity.” The first part, “As
to Taxation and Fees,” will be handled by Hon. A. C. Savage,
Commissioner of Insurance, of Towa,

I take great pleasure in introducing Mr. Savage.

Commissioner Savage read paper. (To¢ be found in Appendix.)
{Applause.}

Chatrman Donaldson: I have appointed Mr. Stacey W. Wade
Sergeant-atArms and in case he needs any help I advised him to call
on Mr. Fighback, of Washington.

The first diseussion on this paper is by the new Commissioher of
Ohio. We will ask him %0 appear at the platform. I iake great
pleasure it introducing Hon. B. W. Gearhaxrt. { Applause,)

Mr. President:

This subject so far as its disposition here goes iz mnot susceptible of elaborate
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discussion, 'The bald questions are, “Should there be uniformity in the fixing
of fees and the levying of taxes™ ? and ““If so what steps should this organization
take to bring it about”? Commissioner Savage hms by concise analysls and
arrangement presented instances of lack of wniformity, which trouble the Com-
panies, pérplex the departments and result in indefensible burdens upey providence
and thrift.

And it devolves upon us o do what many of our legislatures bave failed to do,
consider. the effect upon the policy-holders who sre our citizens, as well es
upon .the Companies themselves,

A leading writer on the subject of Insurance has said of it that though based
on seif<intérest it is the wisest and most Deneficient system which human seli-
interest has ever established. Insuramee is in o sense public in its character and
properly $ubject to regulation and supervision, but sound saconomic principles
demiand ifs encouragement—perhaps more at this fime then in any other period
of our history.

The man who insures gnd saves that the natural objects of hiz bounty may
have a -competence or that = business may be preserved, is a supporter of good
government and a zocial benefsctor. As Commissioner Savage points oug, this
seems to have DLeen ferpotien when money could ke had. 8o the condisions to
which he dirvects attention have arigsen.

The Companies must now be familiar with many different systems of law, or
take their ¢hances of viclations: they must expect to he met with new legislation
framed often by those who are ignorant or unmindful of or indifferemi to lfs
ultimate effect. The comstruction of such laws presents problems. So long as
there is a lack of uniformity in charges made by the various states, there will be
some Kind of retaliation, and here the perplexities of the departments inerease.
Situations arize in which it is necessary to determine the mezning of the laws
of pther statds, some times witheut the light of court decisions ox departmental
rulings. The difficulty is not only that the scheduls of fees fixed by the laws of
differenst states wvary in smounts, but also that charpes differ cr seem to differ
in ‘their nature and character. Whether an item of charge by a forelgn state,
aithéugh designated in a different manner is the same as one in the home state,
often becemes a swbjeet for painstaking investigation and even comtroversy. And
the deparfment may find it necessary in order to reach a eorrect conclusion te
make an extensive study of the laws . of another state.

Ag an illnstration of what I mean, I have in mind = case new in the Ohio
Department wpon which numerous briefs have been submitted and which will be
probably settled by litigation. We are examined by the Audifer of State. He
knows of our retaliatory statotes and sometimes applies them in  making his
findings. Therefore, the complete determinating of = fee question dees not rest
entizely with the departrment and the Company, The former may #find itself
charged on paper at least, for failing fo require what in its judgment was not
due it

The ease which I have in hand and to which I referred involves the construction
of the laws of & stzte into which none of our Lif¢ Companies go. We do not
know when we fix retaliatory fees for its Companies how certain provisions of
its statutes will he constructed by the departments or ceurts, when imposzed upon
our Companies, We have been advised and believe that & certain fee requivement
in that state is additional fo eothers corresponding to our charges, and thai our
retaliztory law must be applied. The ‘Company makes a vigorous ceniention to
the centrary.

We are bound under the law fo collect this item if it is » proper charge. If
we de not insist upen it we may be mistaken and our Companies may sometimes
be abliged to comply with a different holding if they enter this state. If we
make this collection we must do so by suit in the courts of Ohio, or refuse to
permit the company to ge on, which would mean litigation instituted by it in our
courts, But an Ohio decision. while, no doubt persuasive, would not settle the
question if it arose beiween cur companies and the department of the other state.
The courts of the latter mighi decline to follow curs; then there would be more



T4 PROCEEDINGS

retaliation and we should see companics charged, because two courts could not
agree upsn the construction of « statute,

We have recently admiited 2 company which comes from a state, where the
initial fees are many times as large as ours, but which does not require the
payment of gertain items charped by us annually. Sometime it must be determined
whether these impositions are of the same kind and character, differing solely
as to the time of collection, or whether they are so dissimilar that refalistion
ie bound to fellow.

These difficulties arise largely for the resson given by Commissioner Savage
-that laws have been framed without preper consideration of their indirect effest.
But the real mistakes have been made in failing %o keep in mind that fees are
imposed by reason of service rendered from the necassity of publ‘ic regulation and
supervision. The imposition of fees for purely vevenue purposes Js indefensible
in law and against sound puoblic policy. Of course, this cannot be said of
taxation in conformity with eonatitetional prineiples, but a fee is a charge due
for the regulation and supervision of the business, demanded by public welfare.

But when a company and, of course, those who compose it, zre charged not
bhecause of service rendered i, but becanze some other company is alse charged
some where else, the true reason for the imposition of fees has disappeared.
Property is taken not for any obligation to publiec suthority, but for the reason
that it is also taken some where else.

Put to remedy this difficuity we must make not only our fees but our services
-of vegulation, supervision and control, as nearly uniform as possible. That
conclusion suggests geperal uniformity in  insurance codes. The needs for
uniformity in business have lead to the =adoptien by most of the states of
uniform sale codes and negotiable instrument codee, whereby transactions of
the greatest magnitude and diversity are regulated.

We should bave uniformity in the imposition of fees, because we should have
uniformity of regulation, and the service therefrom ought to be worth as much
in one place ag in another, The mere reconcilistion of figures will not, in my
judgment, solve our difficulty though it weuld mesn something. But whether
or not beeanse of volume of business or some other reacon, ome department
must charge more or less than another, certainly the nature and character of the
charges could be made to approach uniformity.

In considering the possibilities of unifermity in taxation we must take into
aceount other factors. Premium texez are justified not upon the ground that
insurance companies are carrying on a business, which entalls expense upen the
state, but because the right te do this business is a franchise or privilege which
may be granted upon terms preseribed by publie zuthority and with relatien to
its value,

This value may not be copstant and the neeessities of government may vary
so that exact guality and unifermity may not be practicable, but Commissioner
Savage has observed one econdition for which o remedy msy be had and that is,
the lack of uniformity in levying and eoilecting taxes.

Take the excepticns te which he refers. There must be injustice some where,
when a particular kind of company is taxed in one state and goes free in ancther.
For that, under our retaliatory previsions wrings money from the company doing
business in the state while another of similar class pays nothing.

It would seem that uniformity in regard to deductions iz not only wpossible buat
bighly desirable. Why should one state make allowance for re-insurance paid
and another for re-insurance received? Why should one state allow a deduction
for dividends applied te premiums while another does not? In Ohie the allowance
ia for re-insuramce received. Qur companies go into other states where the
opposite rule prevails, and desire to re-insure their business there. Their re-insuver
gets no reduction, because the local law makes no provision for it, and they
themselves can claim none, because Ohiv does not permit an allowance for
re-insurance paid., If you will take the tabulation furnished by Commissioner
Savage, the extent of the injustice possible is apparent. QOther inegualities exist,
Dut their discussion in detail wonld serve no useful purpose here,



PROCEEDINGS 76

I heartily favor the suggestion that the subhject of uniformity ss o taxation
and fees go to the legislative committee and I wish that the question of the
consideration of a uniform code could go with it.

{Applause.)

Chaivman Donaldson: Mr. Barber, the Commissioner of Qregon,
is unable to be here but he has sent his paper on and I will read
it, as Col. Button is out eating his breakfast.

Chairmar Donaldson read Commissioner Barber’s paper as
follows:

The copy of Commissioner Savage's paper wae received today and I realize that

if my comments on this paper are to be presented to your association, I must
reply at once,

The Commissioner from Iswa has coveréd the subject matter fully, but leaves
it to- the gssociation to suggest some definite remedy for the ills complained of.

There appears te be more need of uniformity in this matter than any other
presented to imsurance depertments of the various states at the present time,
end the difficuities they encounter on account of retaliatory ]aws of some states
are brought to our attentien.

Through the efforts of this assoeciation, unifermity in policy contracts iz being
brought about. Standard poliey forme and conditions to be contained im such
policies have been recommended by this association and ave being gradually adephed
in the various states. We can hape that practieal uniformity in this respect may
be secured in a few years,

At the present time the greatest possible divergence appears te exist in the
matter of taxation and feey in the various sitates and we need to make u definite
start toward securing uniformity in socme respect,

While we may guoestion the advisability of & tax upon thrift, such as the
collegtion of taxes on insurance premiums, we cannot ignore the faet that the
tax orn such premiums is a considerable part of the revenue of many states and
that none of the stste lepislatures will be disposed at this time to in any way
alleviate this burden of the insurznee companies and the insuring publie,

At the present fime wmost of the states have levied a direct tax ap to the
limit permitied uné‘er their laws and now seck to colleet indireet taxes, such as
those upon insurance premiums to secyre the inccme necessary o mesb government
expenses,

I think we should first move to secure a uniform hasis for such taxation and
would - sugpest the plan most ezsily defended against argument made by the
companias themseives. In my opinion such taxes should be levied on the gross
premiums written, less retarn premiums, premiums paid for re.insurance and
not losses paid. This means that the companies would then pay = {ax Gpon their
net premium income after deducting losses paid during the current year. It
appears to me as the fairest basiz for such taxation and meets with ittle opposition
from the companies themselves.

With « deﬁn_ite_ bazis of taxation prevailing in all states, the reports which
the companies- would be called upon to make te the various states would then
not. vary to the extent they do at the present $ime, It is to be anticipated that
each gtzte would still insist wpon s right to fix the rate of taxstion such as to
being-in the income desived from this source,

The taxes ecollected onm premiums are recognized by the state legisiatures as a
definite and legitimate part of the income of t'.‘kge state to be applied az are
other taxes.

1t is my opinion that the fees collected from instrance companies as a considera-
tion for their franchice fo transact business in the state and for licenses issued
to their appointed agents;, should produce an income little more than is necessary
to meet the expenses of the insuranee depariment, which is maintained primarily
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for the supervision and regalation of the insurance business. This plan would
meet with the appreval of the comparpies in 8 reperal way and would be eon-
sistent. They are always willing to payv the expense of the maintenance of the
insurance department,

The amount of the fee charped may vary in the different states but in my
opinien ihis association could recommend a scale of fees for company licenses,
agents licenses and clerieal work which an insurance department may be called
upon to do which would be acceptable to all states. The states having the largest
expense to meet for maintenance of their department have a greater number of
companies transacting business in that stafe and the scale of fees adopted should
be so arranged as to meet the requirements of the states kaving the largest!
expense of maintenance of the department to meetl.

1 heartily concur in Commissioner Savage's suggestion that this matter of
uniform taxation and fees be referred to the legislative committee of this associa-
tion with request that they prepsre recommendations along this ling to be submitted
at the next convertion, and I trust that I have offered a suggestion in concrete
form which may be a working basis far such commitiee.

{Applause.)

The final discussion on this paper will be by the Hon. E. N.
Rogers, of Tennessee. {Applause.)

Convmissioner Rogers: Gentlemen of the Convention, when this
subject was asgipned to me I felt very thankful! to the Committee
or: Assignments for honoring me on this oceasion. However, I
think they were extremely liberal in limiting me to a five minutes”
talkk on this subject. 1 am not experienced in the work of the
department, having just gone with the department some few months
ago, but the subject as has been outlined by Mr. Savage, a copy of
which I had and reviewed, has been, in my opinion, very weil
covered. There were some phases of the case, however, that might
be discussed in the methods to be used in reaching certain taxable
incomes. The question of uniformity of taxes is one that unques-
tionably should have consideration at the hands of this Cenvention.
We have found that in practiecally all of the other lines of insurance
that we have endeavored to cover by uniform methods it has
resulted in a great deal of good, and 1 am sure with the great
difference that now exists between the taxing methods of the
different states that by suggestions from this convention a great
deal of good could come about evenizally a uniform method of
taxation could be arrived at.

The question of taxation reminds me of the old axiom that there
are two things that are certain, one of them is death and the other
is taxes. I found that Bavage collects no tax from the foreign
companies. In the state which I have the honor to represent we
are not so modest as we collect practically up to ithe maximum
amount—2% per cent, but we have in that state today the guestion
of the fire marshal’s tax which is levied from one-half to 1 per
cent and the guestion is now before me ag to whom this fire
marshal's tax shall apply, I think with the uniform method and
uniform laws regarding that that those guestions would ot .be
brought hefore the commissioner but resull in an even workmg
and a great deal of good to 2]l the states.
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There is only one guestion that I think of in connection with
this that might be covered in the recommendations of this conven-
tion, should the recommendations be made for certain legislation,
and that is the question of taxation of the zoypanies writing
blarket policies over the country. In discussing this guestion with
one of the commissioners of a state doing a grest deal of husiness,
that is, having a number of large companies in it, he pointed out
to me on yesterday where a very large interest would place their
insurance, we will say with a broker in the City of New York.
These interesis might be scaitered all over the United States.
Take, for instance, a concern like the United Siates Steel Corpora-
tion, I don’t know whether they are self-insurers or whether they
carry insurance but the guestion applies both to fire as well as
compensation or liability insurance, As I said, that insurance ig
placed in the ¢ity of New York covering the insurance all aver
the country, and I have been unable o find who would derive any
texes whatever, providing the company placing that insurance was
a resident of the state of New York. In other words, here are
some of the largest inicrests in the country that are absolutely
escaping taxation throwgh the method of the placing of the business.

I think that this subject might be covered in the recommendations
governing the uniferm taxation fees.

I don’t know of anything else that I can discuss. 1 wish to
compliment Mr. Savage on this and te say that I am thoroughly
in accord with the uniform method of taxation in arriving at
certain fees in that connection, (Applavse.}

Chatrmen Donaldson: You older men will have to get busy if
you keep ahead of the younger men. .

I know of no more able brain, no more interested worker, I
have known no better public servant than Clarence W. Hobbs, of
Massachusetts, whom I how present. (?’Lpplause.)

Commissioner Hobbs read paper on “Unifermity as to Invest-
ments.” (To be found in appendix.) (Appiause.)

Chatrman Donaldson: I certainly think Commissioner Hobbs
has contributed a wonderful paper to the Convention proceedings.

You men here will recall Fitz MacMaster, of South Carolina,
followed afterwards by another Mack, McSwain and whose
suceessor in office today is McMahan, No reference would perhaps
be more opportune in the guestion of investments for economy
than those three Scotch names.

I have great pleasure in introducing Hon. J. J. McMahan, of
South Carolina.

Commagsioner McMahan: Mr. President and Gentlemen of the
Convention: Notwithstanding the reference to my supposed Scotch
ancestory, I have been called not & practicel men but one of those
damned theorists, and consequently I had felt I must confess no
interest in this subject of investment, However. appropriately-
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the main paper had been assigned to a distinguished product of
thrifty. New England, T thought my remarks would be chiefiy
altogether perfunctory. I found, however, a great deal of interest
in the paper and I agree thoroughly that the review of the laws
of the several states, the comparisons of those laws, afford us in
the published form a most valuable gaide to study and I wish
that I had time to gc somewhat into a discussion of certain of his
peints that impressed we very much and possibly to comment:
23 o0 some little matter that T may happen to know a little about
becanse of locality.

When it is said there that certain states named have provided
against the improper use of the funds of their insurance companies
by forbidding officers to deal improperly for their own profit, South
Carolina was not named. I wish that I could go into some exposi-
tion of the equity at the foundation of all the laws of South
Carolina, under which guardians and atiorneys and trustees are
prohibited from dealing with themselves and theirs in such a
fundamental prineiple of law, which is possibly a more far-reaching
and complete protection than any statute seeking to enunteratle
could provide, except that, of course, to the lay mind the statute
may bring into appreciation more obvigusly certain inherenily
criminal consequences of what otherwise superficially might not
be so apparent as wrong, and, therefore, statutes have their merits,
though South Carolina has the law, but, gentlemen, I am sorry io
say that as much as I respect and regard and admire the paper of
my friend and his character doubtless and his worth and his state
and his section, he began by an allusion to my state which makes
it necessary for me possibly to devote my remarks to answering
and to defending and to vindicating. He has said that South
Carolina has the law that provides a compulsion of investment of
reserve funds of life companies, so far as relate to residenis of
that state, in the securities and other commeodities of that state
by reason of the fact that it imposes a tax remitting the tax in
proportion to investment, Now I did not misrepresent the law
when I zaid “imposes tsx and remits,” bui he misrepresented in
hig conclusion and how he reached so illogical a conclusion I cannot
understand, because our law is a 2 per cent tax on premium.. I am
told that North Carclina has a 2% per cent tax on premium and
if theve be confiscation of property in this 2 per cent %ax on
premiums, why should South Carolina be held ap as in the attitude
of bandits and not other states?

I am told, and learned yesterday, that in Canada the provinces
impose on fire companjes a 2 per cent tax and on life a 134 per
cent tax and these states make no remission by reason of invest-
ment.

Now, then, gentlemen, the South Carolina law, while impo'sirig-
a moderate 2 per cent tax adds a provision that if the company
invest ene-quarter of its reserve in that state, then one-quarter of
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& per cent tax shall be remitted, and if a half, a half and if all, 1
per cent, leaving the tax then only 1 per cent.

Now, gentlemen, that it seems to me is merely an inducement,
merely an invitation, merely a thought of advertisement, merely
a suggestion, a reminder. My good friend MacMaster has more
thin .once stressed to me that he would have been opposed to the
passage of any law that would compel investments but he prided
himgelf cn having somewhat engineered this law that led to a sort
of inducement, an invitation to investment and did result practically
in investments because the capital of South Carolina soon had
skyserapers built Jargely with insurance money, and other improve-
ments and developments have come to pass in our cities and in our
country to some extent, though hardly the insurance money in the
country yet but in the cities, leaving available for the country
money that would otherwise have been first invested in the country.

Therefore, gentlemen, it seems o me that my friend was a little
too critical of our harmless law, and by and by, who pays the
insurance tax? Qur people pay it as your people pay it, and
eonsequently the insurance company is merely the collector and gets
a pretiy good rake off for the collection, and I don’t see, when it
isn't a prohibitive tax, when il is & mere 2 per cent tax—Iless than
other states charge—why he thought to criticize us. T am sorry to
say that he says that that scems to indicate a lack of consciousness
of merit in our investments, a sort of doubt of their natural atirac-
tiveness and that it might result in compelling investments to such
an extent as to bfing about a superabundance of money in our
community and even to lead to companies investing in inferior
securities at a too low rate of interest. Now, gentlemen, when he
speaks of a superabundance of money in South Carolina {(laughter
and applause), I am reminded of our good colored friend who, when
asked if he would change a five-dollar bill, said, “I thank you, sir,
for the compliment but I ain’t seed no five-dollar biil.”

1 am somewhat astounded at the idea that there could be also a
necessity of investing in inferior securities and securities at too
low a rate of interest. Why real estate mortgages hardly ever
bring less than 8 per cent interest—6 to 8 per centi, public bonds.
& to 7 per cent.

1 don’t know how they are in Massachusetts but we look upon
thai section of the couniry as having & surplus capital and we
thought that possibly if they ecould cnce try our country and find
the real safety of our investments and the real! soundness of our
laws for their protection and could find the real profit of our rates
of interest, that they might be induced to stop building up their
own section at a rate so far ahead of ours and to put some of their
surplus money in our most needed community. Conseguently,
gentlemen, this invitation, it seems to me, was very much in the
nature of a sort of touch at the elbow or on the breeches of a cat
sitting by its master at the dining table (Iaughter), or it might be



80 PROCEEDINGS

eompared to Lazarus at the gate of the rich man (laughter), it
was merely a reminder, merely a sort of suggestion and not a
compuision and I cannot coneeive in what moment of Iapse of mind
a gentlemar educated and trained and passing his life under ithe
shadow of the great institution at Cambridge, which we all admire
and look up te, could have reached such a conciugion of logic
{Laughter.)

Mr, President and Gentlemen, it happens that we have had soms
other little experienece in trying to induce New England zapital to
South Carolina. Why back yonder we passed a law exempting
from taxation cotton milis for ten years if builf in our state, It
was a bad principle, it was not sound but they thought it practieal
and whether it resulted in anything or not I cannot say, but it wag
an advertisement to New England {hat we at least have zo much
of good-will that we will show vou this courtesy of exemption from
taxation for ten years if you will come and stari cotton mills in our
midst. Well, Mr. President, they didn't need exemption from
taxation any more than they now need the exemption from tak-
ation of a quarter of a mill or an § per cent investment in South
Carolina, or for half of a mill or a whele per eent if they make in
South Carolina an invegtment of 211 of their reserves as respects the
people of South Carclina, but it indicates an attitude of friendliness.
Now, under that system, or poszibly entirely independently of if,
there has been built up in a generation or less in South Carolina
a cotton mill industry that hids fair to rival that of New England.
There ave sections in Scuth and North Carolina in the Piedwmont
that are comparable to the most thickly settled mill section of New
England, and gentlemen, I do not know that tchis accumulation of
wealth has helped our chavacters at all, but I am <iting to you
the monetary industrial result and that is the only thing that the
ordinary run of men think counts.

The gentleman, kowever, in his paper did conceive a certain moral
obligation to invest funds within a community. He suggested that
the taking out of a community of a very large part of the Junds
that ordinarily would ge to supplying necessary working capital
for its industries might result in harm, and that consequently ihe
companies that get vory large premiums or very large proportions
of premiums from communities ought to invest in those states.
Well, I see no harm, therefare, in our having tried to bring o their
attention that that was what we would like for them to do.
(Laughter.}) You-know, gentlemen, I hope it is not treason to
suggest that even New England might get into a habit of provin-
cialism. We are too prone to build up our immediate communitiee
first and fo fall into the habit of making our investments there,
and in order to be led out beyond these small bounds and to break
our swaddling clothes and get out into the werld, it ‘may ot (3
mistake to have the advantages of a less developed. section of ilic
country but a country with great natural resources and: ‘possﬁnhties :
and a country of native popuiation, tradnmnally Amer:can éescen—
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dents practieally of revolutionary stock who stood shoulder to
shoulder with the men of the minute guns of New England, it is not
a migtake to have their minds brought somewhat to our sections
and ¢ul needs and the object of our law. I hope, gentlemen, that
you will- not condemn this law. At least if you condemn it exercise
somi¢ fnerey thereafter and give it a sort of a day of grace within
which to reform and do better. {(Laughter.)

: Gentlemen, it may not be s mistake in this connection o say
that ours-is a debtor section of the country; that we depend largely
upon other sections for money for investments. We and the West
pogsibly can sympathize with each other, and in that connection I
may say that we have pursued the policy of buying at the seller’s
price and of ‘selling at the buyer’s price. It may be a very
nneconomical policy, it may be indicative of a very generous people,
but it seems that it has never occurred to us to fix the price of
cotton. We leave that to New York and to Liverpool. It has never
oceurred to us to fix the price of what we buy. We buy freely
though little from New Emngland. {Laughter.)

Gentlemen you know that the balance of trade of America has
for years past, before the war changed conditions, been maintained
by the export of cotton and the South has raised cotton at a loss io
preserve the balance of trade and the prosperity of this great coun-
try. (Laughter and applause.)

Well, gentlemen, there is one thing, poverty is good for ihe
soul - (laughter), and we endeavored in a measure to try to raisge
worthy men, however, peor they might be, Why, gentlemen, you
know this country has for many years, with very littie interruption,
pursued a high tariff policy by which the buyer of manufactured
good pays a very large tribute to the manufaciurer and we, of the
South, have paid that tribute without the venom of a vaszal paying
it to a feudal lord, but we have paid it cheerfully, possibly upon the
principle that the Lord loveth a cheerful giver. (Laughter.) Mr,
President and Gentlemen, we have paid that tribute and have
scorned to allow any of our products to be given the benefit of a
high tariff because of all things we are theorists and men of prin-
ciple, (Laughter.)

There are other modes of accounting somewhat for our Impover-
ished condition. We have ghared in the honor of maintaining the
recoghition of the nation to the Grand Army of the Republic who
saved thiz glorious 'nion. We have contributed our share toward
the pensions that are paid to the soldiers of the North. Fortunately,
our Confederate wveterans left to the moderate attention of the
treasuries of their poor states, have not suffered. Ii may be that
to a degree they have found use in the fact and benefit in the fact
that they acquired a sort of contracted stomach from '61 to 65
when they spent four years in fasting and in fast fighting, but,
gentlemen, whatever it be, we of the South have helped te provide
ample rations for the numerous men of the North, who as pension-
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ers of the republie, eat at the public crib, and only here and there
one who hag dropped infto the South as a resgident of Florida or as
a tourist or as a casual visitor ever spends any of that inoney
with us.

The result of it all is that we of the South are comparabie to the:
gulf stream in a way. You know the gulf stream flows from the
tropics and warms the otherwise cold shores of old England. There
is through cur system of agriculture and of production and of
interchange a golden stream that flows from the South especially
to New Engiand and warms the hearis and the fire-sides of her
people, but we have no fault to find with New England. We have
always been their customers. I knoew my friend has only good
feeling for us as I have only good feeling and admiration for his
wonderful section. We buy from them our fine cotton miil
machinery, we buy from them every sort of fine manufacturad
product, we buy from them most of our insurance-—most of it—we-
learned from them the methods of high-brow living {(langhter), and
we have learned from them the method of providing that basis
of wealth for at least a few within a section that will admit of a
higher order of culture than is attainable to the man who must
have hiz nose all the time to the grindstone trying to make ends
meet and keep his children anrd his wife from suffering for bare
necessities, and in the past we bought from them. In the olden
days we bought codfish and there was a day when we bought from
them the African negroes. (Laughter.) We have respect and
regard for them. We have long lived in close alliance with them.
They ought to value us, I don't know what they would say about
us. We admire them and hope to learn something from them.

I can only say that I have endeavored somewhat to remove the
stigma that was cast upon my state because if there is any one
thing that we do learn in the Scuth, and peeuliarly in South
Carolina, it is to love our state as our mother and to feel that the
name of our state and the credit of our state and the reputation
of cur state for faithful observanece of every obligation, financial
and what not, is as precious as the virtue of a woman, {Applause.)

Commissioner Hobbs: 1 ask for the privilege of just one word,
(Laughter.)

1 sincerely trust that what few words 1 said did not grieve my
friend from South Carolina. At all events I think we must eoncede
that if the sore has not by this time been removed then all Niagara
itself could not wash it away. [ sincerely trust moreover that as
far as my own state is concerned, there may be found in every
emergency a son of Massachusetts who can defend that state as.
well as the Commissioner of South Carolina is defending his.
{Applause.)

Thejre 1s no slight T am sure in not having mentioned South
Carolina in the states that provide against the improper use of the
funds of their insurance companies. The statutory references to-.
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the insurance law are too voluminous to cover completely and those
which are not found in the insurance law itgelf were of necessity
omitted. The references to the insurance law are found in these
twenty pages of typewritten manuscript, closely written, numbering
somewhere hetween three and five hundred citations, and that is
enough to cover in one paper. (Applause.)

Chodrman Donaldson: The next discussion, at least the program
reads, is by Hon. Wm. E. Tuttle, Jr., Commissioner of Banking and
Ingurance, New Jersey. In his absence Deputy C. A, Gough will
be heard.

My, Gough: Mr, President and Gentlemen, it was a keen dis-
appointment to Commissioner Thttle on Sunday morning to be
informed by his family physician that it would be inadvizsable for
him to leave home beeause of the fact that his father is very near
his end, .He had looked forward in hopeful anticipation of par-
ticipating in this Convention, it heing the first since he assumed
office. '

He had not committed his intended remarks to writing but I know
from conference with him that his intention was to commend very
nighly the very able, most exhaustive and most illuminating paper
of the Massachusetts Commissioner and to endorse unquatifiedly his
reconnendations.

New Jersey, as the Massachusetts Commissioner has shown,
contains mno provision with respect to investments of outside
insurance companies. We have that ideal, s¢ well expressed by the
Massachusetts Commissioner, of confidence in the laws and regula-
tions, of other states that we permit their companies to do business
in New Jersey with regard ic laws of their home state only.
(Applausge.)

Chairman Denaldson: The last speaker on the discussion of the
paper of Commissioner Hobbs, Hon. Edward Hall, of Texas, is not
here.

The next paper this morning is by one of the strangers of the
Convention and unknown to most of you. I take great pleasure in
introducing to you the Hon. Platt Whitman, Commissioner of
Insurance, Wisconsin. {Applause.}

Commissiener Whitman: Mx. President, Ladies and Gentlemen:
The subject of my paper is “Should Al Types of Carriers he
Subject to Uniform Requirements Respecting Reserves and Super-
vigion,” Now I can answer that question in one word and perhaps
1 should do it and let you go to lunch, bt I will answer it by the
word *Yes” to begin on and then I will discuss the subject and
say the same thing but in more diplomatic language. I think every
ornie will agree and nearly everybody does agree that all types of
carriers should be subject to the same supervision and subject %o
the same regnlation as to reserves. '

Mr. Whitman then read his paper. (To be found in Appendix.)
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Chairmen Donaldson: The Chair suggests that the Hon. J. G.
Brown, of Vermont, introduce himself, (Applause.)

Commissioner Brown: Mr, President and Gentlemen: I didn’t
receive Mr. Whitman’s paper until after T arrived in Louisville. 1
have been gone and it has been following me around ihe country.
I don™t propose te delay vou but just bring your attention to one
fact that was brought out in his paper in which he says that the
statute of his state contemplates that it is more important that ihe
asscts of a five insurance capital be used to sither refund o ithe
policy-holder his earned premium or to reinsure the Iiability in 2
reputable company than to pay it out for losses suffered in con-
flagration. Now it seems to m2 there is a vital guestion, whether
a company that is organized for the purpose of doing an insuranece
business, in case of its liquidation, should consider the anearned
premium as a preferred claim. I think that iz really of vital
importance and with these remarks and with the endorsement of the
statements made by Mr. Whitman, T thank you. {Applause.}

Chairman Donaldson: Hon. Frank L. Travis, of Kansas, is oot
here. Is there any one here to respond in his place? If not, the
next speaker to discuss this paper is the Hon. A. W. Briscoe, of
Alabama. Mr. Briscoe was forced to withdraw but he left a paper
here and I will read it.

My, President:

It iz, of ecourse, mot 0 be expected that within the short peried of five minutes
any one would attempt any character of argument in connection with o matter so
comprehensive as that whick is now under consideration.

I have thoroughly enjoyed the reading of the splendid paper submitted by the
distinguished Comigissioner from Wisconsin and it has eceurred to me that the
only thing left for me o do, with any hope for helpful results, would be to
restate some of the well known principles of insurance asbstractly, leaving to others
the task or covolating these statements in case they should find themselves
sufficiently interested to think them over.

I desire to say in the first place that the fundamental principles ¢f insurance
are secienfific and are as fixed and inexorable as are any other principles known
to science. Therefore, no change or variation in the name, method or form of an
organization attempting to apply these prineiples esn possibly change or vary
the principles themselves. Other principles will be discoverad as the science of
insurance progresses, but the vprinciples already discovered can mnever be changed
and certainly noft by shifting from one eslass of form of insurance carrier to
another,

Second: A sound definition of insurance would be that insurance is the process
of eguitably distributing the aggregate Jogses incident to such risks as from their
nature come within the class against which it s legitimate to indemnify. Insar-
ance is, therefore, general within its scope and ecar adequately perform the function
of aguitably distributing losses only when aillowed o funection under genera! and
uniform requirements.

Third: The meaning and intent of regulation as applied to the business of
insurance i5 to aid insurance carriers to perform their function of equitably
distributing losses. Regulation is, therefore, constructive, and no reguirement,
either by stafute or departmental regulations which is destructive in its nature,
can be indolzed without injury alike to the insuring public and the earrier,

Fourth: There =re uow, and perhaps slways will he ,different classes of
insurance cdrriers, and i is net the province of insurance departments o tell
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the insuring public whick cless of insurance carvier they shall patronize, but it
iz the solemn duty of insurance departments te use their utmost diligence in an
effort t¢ see that whatever insurance carriers may be patraonized it is the very
best of its class or iype,

Fifth: The unearned portion of the insurance premium is not the property
of the cargier. .Ti is the property of the agsured. It remnins the property of
the assured until it is legitimately earned by the carrier. Therefore, for a carrier
to take from the assured property of the assured, and convert such property to
its- own use without making snd msintaining arrangements in the form of a
reserve to ghnarantee 1he return of such property to the assured en demand is a
violation of the fixed principle of justice and eannot be atomed for by changing
the name, form or class of the carrier.

Sixth: When an insurance ecarrier puts a policy coniract into ferce it assumes
a solemn and binding oblimation to carry or cause to be carried such contract fo
maturity, and to fulfill .or cause to be fulfilled upon itg part every provision of
such econtract. ’_I"ne egrrier enters into such contract with full knowledge that
theres are many contingeneies, upon the‘happeﬂing of =ither of which such carrier
coutd nof, fulfill its contract, and with the further knowladee that it can vproteet
both itself and the assured by making proper provision for veinsurance, Therefore,
failure to make provision for reinsurance by maintaining the proper reserve i a
violation of & basic principle of insurance and iz failure upon the part of the
carrier itself to do what it persuaded the assured to do: viz: make provision out
of its ecarnings for insurance protection. If carriers will not protect themselves
by making provision out of their earnings for insurance, what righ$ have they
o advise the puhlie to make such provision?

Seventh: An insurance carrier is under double obligation o make provision
out of its earnings for re-insurance for the reason that it puts its poliey contraets
into force with full knowledge not only that it, like the assured himself, will be
subjert to the risk of loss for many reasons, bui with the full knowledge =zlso
that certain matters of expense must he provided for. An insurance carrier can
ne more absolve itself firom this obligation by changing its name, form or class
than a husband can reélieve himssif of the sbligations to provide for his family
by changing his christian mame from John to Jim, or his surname from Jones
to Smith.

Eighth: Any iype of insurance carrier which attempts to succeed by evading
supervision and lowering the standard of requirements wiil eventoally find itseif
the -victim of that class of competition which its lower standards Invited and
made possible. Therefore, the shortest route to destruetion for any Imsurance
ecarriey is the route along which It moves with least resistance. To choose this
route is to choose destruction.

Nimth: Practically speaking, there are today kut. two classes of insurance
carriers: Tirst, that class which recognizes the utter impossibility of giving
something for nothing and whick makes provision for an adeguate rate, an adequate
veserve and an adeanate surplus. This class of carrier, of whatever type or name,
is assured of success. Second, that class of carrier which in their zeal for business
still dream of successful banks operating without capital, surplus or reserve, This
elass of cavriers, whether siock companies, mutuals, reciprocais or fraternals,
have before them only two alternatives. The one is to awake from the delusions
of foolish drweams and give proper comsideration to the things without which
insuraftee is impossible and, failing to do this, the other alternative is bankruptey
with ita consequent loss to the imsuring publie.

Tenth: The Ilast thing 1 want to say is that the insuring pubiie has Dbeen,
perhaps, more relentlegsly imposed upon as a result of the Impression that the
fundamental principles of insurance ean be varled by varying or changing the
ngme or type of the carrier than as a result of any other one erroneous ir-
pression, apd that this. erroveous impression has been the divect vesult of the
wrecking of a# many insurance carriers of all types as any other one impression.
One faction gives the imipression that the stock company stueceeds because it is a
stock . company, another’ that the mntual will succeed beeause it is & mutual
company, enother that the reciprocal will sueceed because it is s reciprocal, and
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that the fraternal will succeed because it is a fratérnsil  None of ‘this is true.
No insurance carrier will succeed in the end@ which dees tiot reécogniie the value
of high standards, or requiremenis maintained by proper and constructive super-
vision, and which dees met recognize the fact that adeguate rates must be charged,
and adequate provisioms, in the way of reserves, constantly maintained.

Tt is 2 matter of encouragement to note that notwithstanding the low siandard
of reguirements which find expression in some insurance laws,. the high cldés;
carriers of aill types are coming to recognize these prineiples .in the eonddet’ 6
their husiness, being forced thereto not by statutes, but by the law of self
preservation, and I verily believe that the time will come when 2l highecldsa:
carriers, of whatever type, will unite in demanding uniferm -requirements -and
uniform sapervision, :

{Applause.)

The program this afternoon I notice is very short, but on account
of the entertainment I think it would be well for us to start up
here promptly at 2 and start the meeting at 2:15.

On motion the meeting adjourned at 1 o’clock.

WEDNESDAY AFTERNOON SESSION

The wmeeting convened at 2:15 o'clock P. M., Vme—Premdeni:
Donaldson presiding.

Chuirman Donaldson: Reports and communications.

Commissioner Mansfield: Mr. Piper asked me to present this fo
the Convention, which I am very glad to do, in reference o the ac-
tien of the National Fraternal Congress asking for the estahlish-
ment of uniform laws, uniform reports, uniform forms, in comnec-
tion with Fraternal Benefit Sceieties. This comes to us from the
Nationel Fraternal Congress throngh Miss West, who is the Bu-
preme Commander of the Woman’s Benefit Asseciation of the Mac-
cabees, and it is an oflicial communication from that Congress. I
agk that it go to its appropriate committee. .

Chairman Donaldson: The report will be received and referred
to the Committee on Laws and Legislation, '

Any further communications or reports?
The President: The only paper on the program for the aft’e‘r’{
noon is by the Hon. Stacey W. Wade, successor of our splendid

Commissioner, Col. James R. Young, who will read a papez‘ on.
“Efficiency of Insurance Agents.” (Applause.)

Commissioner Wade read his paper. (To be found in Appendlx )
Chodrman Donaldson: The discussion on this paper Wlli be led-
by Hon. Howard J. Brace, of Idahe. (Applause.) :
Comindsgioner Brace:
Mz. Fresident:

Commiszsioner Wade has stated in his excellent paper ihat the makmg Uf
efficient agents rests largely with the companies. This is trice,. gnd- i the ageticy,
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manager, general agent or other company officer is careless in his selection of
the company’s vepresentatives, the results obiained by that company must neces-
sarily be unsatisfactory. No gualification law that T have yet seen ean be depended
upon without the co-operation of the company, to prevent the liecensing of inefficient
agents ; they do, of course, reduce such licensing o a minimum, hut nevertheless
we have many cases before us involving the untrained and pooely trained agent.

As to what gualities an agent should possess to be suceessful, we have but fo
turn to the many insurance publieations where we will find page after page of
directiong and instructions to salesmen, some emphasizing this quality and others
‘that. In my opinion, one will succeed as an insurance salesman if he is honest,
if he has a thorough knowledge of what he is selling, and will work, with
emphasis on the work.

In roy state T have found the loeal chapters of the Natienal Association of Life
Underwriters to be of great assistance to the department in matlers affecting
agents generslly, whether members of the associalion or net. These crganizations
are composed of the leading agents of the state, and they have for their purpose
the elevation of life insurance salesmanship to ils prover place among the pros
fessions. I predict that they will achieve thiz resuli because they are going aboul
it sclentifically,. they know what they want, are awsare of the amount of work
necessary to aceomplish it, and are willing to put forth the required effort. 1
have found these people to be willing and xeady at all times to co-operae with
the department in matters concerning apgency diffienlties,

A carefal reading of the recently published reports of the National officers of
this asscciation should convinee all of us that here is an organization getting the
results we have long locked forward to, and one with which all insurance depart-
ments can safely work, feeling assured that the results they work for are as
valuable 1o us a3 to them——the elimination of the ineffcient. inereasing the worth
of the individual agent to his company and to himself and greuping these
successtul men together so as to bring about o proper respect for insuranee and
insurance men.

Chadrman Doncidson: The next discussion is by the Hon. Jehn
J. Donabue, of New Hampshire. (Applause.)

Commissioner Donchue: Mr. President and Gentlemen: The
address of Commigsioner Wade for some reason didn’t come to my
rattention until I asked for a copy yesterday, and 1 am withont
prepared manuscript. As I sat here this morning and listened
to the distinguished gentleman from South Carolina, I appreciated
there were advantages in not being obliged to follow a written
paper. (Laughter.) It is very easy for me to agree so far with
the paper ag to say that I believe with companies rests the possi-
bility of correcting the evil referred to.

T am not in aceord on the guestion of part-time men. I am not
in accord with the suggestion that qualification blanks are without
value. In New Hampshire, one of the very small states, it has
always been possible for the Insurance Commissioner to be person-
ally acguainted with the leading representatives of the profession.
You will pardon me if T assume to say that for a long time, and
now I am personally acquainted with and have the confidence of
every general agent, manager, or ‘“special” as he may be called,
of the life insurance companies and the casualty companies doing
business in New Hampshire, of the leading representatives of the
fire insurance companies and many of the special agents of fre
companies coming inte the state,
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My predecessors evidently believed az I do, that with the co-
operation of companies these correetions can be well made. So
well did they perform their duty along that line that I say to you
men, and honestly express that not one single complaint has come
to my department during my administration of almost three vears
because of an inefficient agent, uneducated or untrained, if you
wish, of a life or fire company. A few complaints or eriticisms
have been brought to my attention from the misvnderstanding of
casualty contracts or health and aceideni contracts, so well definaed
and referred to here vesterday, and all those ¢an be counted on the
fingers of one hand.

I am convinced that the condition referred to in the paper which
prevails in his state and some of your states does not obtain in
mine. We have a qualification blank on which we learn the name,
age, present employer, occupation, previcus training and experience
in insurance. I have talked with the genersl agents of all life
and casuaity companies, with the officers of the home fire companies
and with many specials that come to the state, and have asked
them to co-operate in maintaining the dignity of the profession and
keeping out—rnot weeding out, but keeping out—incompetent and
inefficient employes. If on that gualification blank it develops that
the applicant has had no previcus experience, it is the practice of
the department to take the matter up by personal correspondence
and obtain from the applicant the knowledge they have of the
company with which they hope to become allied, the knowledgs
they have of the coniracts thai they propose to handle and talk
about, and the amount of time they propose to devote to the busi-
ness, in order to bring out whether or not in the judgment of the
depariment they sare competent. In cther words, as the law pro-
vides suitable persons that intend to hold themselves out in good
faith, if it develops that they have had ne previous iraining or
experience, have practically ne knowledge of the business in ‘which
they intend to engage, and are rather indiffierent, as shown by their
correspondence, the Commissioner who happens to be in charge in
New Hampshire today unhesitatingly denies requisition, returns
the fee to the company and says the person is not & suitable person
to solicit insurance in New Hampshire.

While I would not go as far as Commissioner Donaldson in his
work in Pennsylvania, because I am inclined to belisve that ihe
necessity does not demand that in New Hampshire, I want to say
“Amen” to what he has been doing and proposes to do, which I
believe is necessary in that great state where he presides.

Toeo much cannot be done in my opinion to train and educate men
before they begin business. 1 do helieve, however, that the agent,
the special agent, the general agent or manager of any company
can give sufficient information {o the beginner in some lines of
insurance to make him fit to go inlo the field with a rate book. '

It happened to be my privilege on assuming office to find {hree
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or four applications from men under twenty-one years of age—
applications for life insurance agents, Mr., Merrill had licensed
minors for all lines. My immediate predecessor, Mr, Rlwell,
licenised no miror to golicit insurance in New Hampshire. The
question was immediately asked me, “What do you propose to do?”
Having been a solicitor of life insuvance and having started without
& training in a college for that purpose, it occurred to me that a
man need not know as much to handle & life rate book and ask his
neighbor to confer with the general agent as he would to sell fire
insurance. where he bound risks. After asking a few questions
in relation to the young men, three years ago or thereabouts, on
each of the three blanks appeared some words suggesting that the
boys had been in France, and I said unhegitatingly that a young
man who was old enough to go across to fight to save this country
of his, was old enough to solicit life ingurance under the immediate
direction of & general agent, and so did then and have assumed to
license young men over sighteen years of age to solicit life insur-
ance, but no other line.

Now, Mr. Chairman, I want to say that 1 believe what youn are
deing in Pennsylvania with your Regional Bureau, if that is what
you call it, and with your guestionnaires is commendakle. We are
doing the same thing except in 2 different way. We are conferring
immediately and directly with the representatives of the company
and asking for co-operation and are receiving it.

1 believe in my state with fewer cities and many towns, that
conditions vary vastly from these of other states and that the
part-time men, reasonably equipped, are still essential and im-
portant te the getting of insurance business. I believe that to the
companies belong the responsibilitity of taking care of the condition
under guestion., I believe that it should be done by moral suagion
and not compulsive legislation. (Applduse.)

Chasrman Donaldson: In the absence of Hon. John C. Bond, of
West Virginia, William E. White, Deputy for some years for the
department, will be the final speaker in discussing the agent's
gualifications. (Applause.)

My. White: Mr. President and Gentlemen of the Convention:
I am exceedingly sorry that my chief, Mr. Bond, could not be at
thiis splendid convention, because I know that he would have enjoyed
himself here, and would also have endeared himself to you ali, but.
I am here as his representative today, and what I have to say upon
this question are my own thoughts and my own jdeas. We all want
efficiency in our departments, we want efficient agents, but I do
agree with the last speaker that the conditions in one state are not
always the same with others. The grest departments of New York
and Pennsylvania, with their large forces, may be able to handle
the questionnaire -and. the agency qualification laws, whereas the
gsmaller department of the smaller state, with an insufficient force,
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may be so handicapped that it could not do so, however much it may
want to.

In our own state in the month of February it was incumbent
upen us under our law to license between sight and fen thousand
agents in one mionth with a foree of less than ten persons. Now
if you will tell me how we couid send to each one of those agents
a questionnaire and examine inte his history and determine and
find out his gualifications and license him by the first day of March,
with our force, why it would confer a great benefit upon me.

Under our law we place the duty and responsibility of the quali-
fication for an agent upon the company, where I think it belongs.
The company must certify to our department that an agent is
competent and trustwerthy. The agent then becomes the agent
of the eompany and not the ingurer.

Under the uniferm gqualification law which has been suggested
by the National Convention of Insurance Agents and which 1
understand will possibly come bafore thiz Convention for its en-
dorsement, I understand the departments will send out their gues-
tionnaire afier the companies have notified them who the repre-
sentatives are, and they will investigate the agent and his qualifi-
cation and then they will license him. Thereby the agent will
become, and to a certain extent the department will become, respon-
sible for that agent's acts, because it has investigated him, and it
has licensed him and they have not relied upon the endorsement of
the company as to his competency and qualifications. Now I don’t
know how it iz in your state, but frequently it occurs where we have
to overcome the responsibilities for the aets of an agent, and we
want to continue in 'West Virginia to hold the company responsible
for the aects of the agents.

We believe in efliciency. I believe in all the methods possible for
educating agents and malking them efficient, but the great life
companies already in our state, and I know in vours too, have
their own questionnaires which are very exhaustive, and then these
questionnaires are sent to their state agnts and they have %o investi-
gate all the answers upen these questionnaires and in turn report
and recommend the appointment of those agents. I believe that by
throwing the responsibility upon the companies, and thejr co-opera-
tion with the different insurance departments, will do more to bring
about the efficiency of agents than all uniform qualification jaws
that we might have.

You know I am ene of those old-fashioned persons that believes
that there is sometimes too much-law in the country. We are kind
of running wild on law, on regulating this and regulating that.
That is one of the troubles with our business today—too much
regulation. There is too much tendency toward government regu-
lation: of business, of railroads and packing houses and everything
else. They are even talking about the government owning the
mines in my state, and things of that kind. We can have too much
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regulation of our insurance companies. I believe the greatest sue-
cess and the greatest efficiency, gentlemen, will come when with
less regulation but with co-operation we can bring about the same
results. {Applause.)

Now there is a line of co-operation that I have to suggest now
with companies that does not exist in my state, and I presume
the same in yours. Companies have the habit of notifying us that
they have discontinued the services of such and such agernts, but
they never fell ns why. Now, gentlemen, that is wrong. Lots of
times those agents are discontinued for a canse, and the insurance
department ought to know it, and the insurance company should
keep an alphabetical black list of things of that kind, and im-
mediately when his name comes up to be relicensed by some other
company that company ought to be netified of his record. That
is not being domne, but it ought fo be done.

Now these are just extemporaneous remarks, just out of the
experience of my own department in the years that I put in there.
We have our own fire insuranee assoeiation, our own state life
insurance asseciation, all of them, as the speaker just before said,
working in harmony with our department, ail with a high idesl of
efficiency, all helping to bring about a greater degree of accuracy
and efficiency in the agency forces of our state.

In cenclusion, gentlemen, this is a matter primarily of the com-
pany and its co-operation with the departments of the country, and
let us not lumbker up our statute books by too much regulation.
I thank you. {Applause.}

Chairman Donald:on: There is nothing in the agent’s qualifi-
cation law in Pennsylvaniz which gives me permission to do five
per eent. of what I am doing. Your answer is there.

There is 2 great deal of difference between a small state and a
large one, but here is a great insurance opportunity. Now- you
are perfectly right about the companies educating the men, and
some of thom do it, but we have to teach some of them how to do
it and force others to do it, and we have dene that much. I know
a good deal more about that subject than anybody in this room. I
want to tell you gentlemen that the benefit of what we have done
in our scant way is beyond any comparative way for me to bring
before you. The advance in the personnel iz remarkable. The de-
crease in the number of applicants is also remarkable. We have
gotten rid, through the fear of the examination they must go
through, of a large number of men who are undesirable. Neverthe-
less, the company thought these men who could produce four five
premiums a year worth while.

In conclusion, no department in thiz country is either equipped
or going to be equipped to handle a big proposition of agenis’ guali-
fications. No department, as long as the professional politics pre-
vail, is going 0 have enough money to do fifty per cent. of what
it -hopes to do. ’
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I began not only to throw the burden upon the companies, but
to throw the burden upon the men in the field. We started a new
plan with respect to insurance—it is as old as the hills and nothing
new in the world, but it is & change of direction. We have organ-
ized in Pennsylvania what we call advisory boards—inserance ad-
visory boards—and we have gone to the genators of the state and
presented a plan to.them, devised in connection with the insurance,
federation, which is simply thiz: that the Life Underwriters, not
more than nine and less than five, will have a sectiorn of the
advisory beoard; fire the same and casualty the same-—{hree great
groups of insurance, There is a general secretary elected by the
board; these men are told what to handle, what not to handle and
how to handle it and we have found, going through the state of
Pennsylvania, the most remarkable acceptance of this plan. A
senior member in one city upstate told me he had dreamed for
twenty-five years to see an organization of insurance men, but
not unti! the insurance department in my state teok the inifiative
was anything done, and thzre iz where the department can do a
thousand per cent. more, gentlemen, by moral persuasion than any
company or any group of companies can do. You are welcome to
a copy of that plan.

In five years from now I believe the irritating details which we
have had to handle, such as complaints against Johnny Jones
because he sold a lady a twehty payment life policy and she
thought it was a tweniy year endowment, and such stuff as that
that is now being handled by the men themselves will be handled
in that way. 1 have the greatest faith in this proposition. The
mere fact that you gentlemen think it is a company’s obligation to
teach this agent.isn’t going to relieve you as insurance commis-
sioners from seeing that that thing is kept up and the contaet is
always constant between vou and the company.

Is there anything more?

On motion, the meeting adjourned at 3:15 o’clock.

THURSDAY MORNING SESSION.

The meeting convened at 10:15 o’eclock 4. m., Vice-Pregident
Denaldson presiding.

Chatrman Donaldsor.: Reports and communications.

Commissioner Phillips: 1 desire to submit a report of the Ex-
eclitive Committee to the Convention,

The following is the report of the Cbmmil:bee on Blanks for 1921, as approved
by the Executive Committee of the National Cenvention of Insurance Commis
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sioners at its meeting held in New York City on the above date, such approval
meking the report the act of the Convention:
New York City, May 20, 1821.
Ty the Honorable Jesse 8, Phillips, Chairman of the Executive Committes of the
National Convention of Insurance Commissioners:

Sir—The Committee on Blanks herewith submits the follewing report of the
rocéadibge of its meetings held at the Hotel Dommodore in New York City, May
16-20, inclusive. The following changes in the various annual statement blanks
are subtnitted for adeption by the Executive Compmiitee:

Stock Fire Blank.
B (Reviged Blank effective for 1921.)

1. Page 2, Exhibit If. Amend descriptive matter at top of column (1} by
adding “and 33, page 7.”

Reason.—To include premiums reported subsequent te 1920 on rvisks effective
prior toe 3921,

2. Pape 2, Ttem 33. Change the position of this item by inserting it between
present items 35 and 36, Repumber items eceordingly.

Reason.—To bring Profit and Loss items topether at Jthe bottom of the page,

3. Page 2, Item 28. Change the position of this item by inserting it between
present items 36 and 37,

Reason,—See paragraph 2.

4, Page 3, Items 39 and 40. Change the position of these items by inserting
them between present items 32 and 33.

Reason.—See paragraph 2.

(Repumber lines on pape 3 following line 28.)

5. Page 4, Htems 8%and 9 and footnotes. Change references (¢} and (d) to
{a) and (bj.

Reason.—There being ne other footnotes on this page, it is advisable to use
the first letters of the alphabet.

6. Page 4, item 39, Eliminate this item.

Reason.0n account of the abregation of the "Burlington rule.’
{Renumber present lines 40, 41 and 42 s 39, 40 and 41: keep same number of
lines as at present, {tem 42 hecoming a klank line.)

7. Page 4, Items 40 and 41, Add the words “per Schedule A” and “‘per
Schedule 1, rezpectively,
Reason.—To make the wording consistent with items 25 and Z6.

8. Page 5. Insert a mnew item between present items 14 and 15 to read:
‘'Estimated expenses of investigation and adjustment of losses (paid losses,
B e e e e ;s unpaid losses, S |,

Bt e e s e -

Reason.~Loss adjustment expenses are shown separately from lose payments in
Disbursements; accordingly unpaid loss adfustment expenses sghould be sghown
separately in Liabilities,

9, Page 5, Items 15 and 16, Change the expression "‘written subseguent to”
to read “effective on and after,”

Reason.~To correspond with changes sef¢ foxth in paragraph 13,
10, Page 5, Ttem 17. Change the word “written” to read “effective,”
Reasen—TFo correspond with changes set forth in paragraph 14,

NOTE: The refererices fo page and line numbers and dates are made to the
192G eonverition blanks, exeépt where otherwise specified. Change year dates and
renumber lines in all blanks where necessary.
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11, Page 6, Item 17. Lhange reference reading “page 7, itemn 48" to read
“page 7, item 81"

Reason~~Jhange in numbering on page 7.

{Renumber lines on page on account of introduction of new item,}

12. Page 6, Exhihit VI Print asterisks in all columens at lnes 1, 9, 17, 25,
32 and 4L

Reason—Te indicate that no entries are to be made therein fur the year 1921

18. Fages § and ¥, Exhibits VI, VII and VIII. Amend the descriptive natier

at the head of these exhibiie by changing the expression “written subsequent o’
to read “effective on and after,”’

Reason.—Toe clarify the exhibits.

14. Page 7, Exhibits IX and X. Amend the descriptive matter at the head of
these exhibits by changing the weord “written'" to “effective.”

Beason.—T6 clarify the exhibits,

16. Page 7, Exhibit VII. Print asterisks in colurane (3), (4} and (6) opposite
all dates except 1921,

Reason—To indicate that this exhibit is to be confined to business effective on
and after January 1, 1921.

18. Page 7, Exhibit IX. Insert three new items in this exhibit between present
items 32 and 33, the new items to read as follows:

33, Written or renewed during the year. .

34, Fwxeess of original premiums over amount received for re-
insurance,

36. Totals.™

Renumber balance of items on this page. .

Reason.—To provide for premiums on risks effeciive prier to 1921, reporfed
during 1921,

17. Pape 8, liems 8 and 9. Eliminate ithe expression “located anywhere in
the United States.”

Reasan—These items should apply to all business in the statement wherever
located.

18. Underwriting and Investment Exhibit. Change item and line references
t0 agvee with numbering on pages 2, 3, 4 aré § of revised blank, as herein amended.

19, Underwriting Exhibit, Item 2. Change to read “Add Unearned Fremiums
Dec. 81, 1820, per item 4 of last vear’s exhibit.”

Reason,—7T'o reduce length of description and simeplify checking.

20. Underwriting Exhibit, Items 9. Change to read ‘“Agents’ Balances and
Bilis Receivable Not Admitted, Dee, 31, 1920, per item 10 of last year's exhibit.”

Reason.-5ee paragraph 18,

2l. Underwriting Exhibit, Item 17, Change to read “Ad¢ Salvage and Re-
insurance Recoverzhle Dec, 81, 1920, per item 15 of last vear’s exhibit.”

Reason.-—See paragraph 19.

22. Underwriting Exhibit, Ttern 19. Change to read “Deduct [npaid Losses
Dec. 31, 1920, per item 21 of last year's exhibit.”

Reason.—See paragraph 10,

23. Underwriting Exhibit, ltem 24. Change to read “Deduet Underwriting
Expenses unpaid Dec. 3%, 1920, per item 27 of last vear's axhibit.”

Reason—See paragranh 19.

24, Investmest Exhibit, Item 23. Change to read ‘‘Deduct Interest, Dividends
and Rents due and acerusd Dec. 31, 1920, per item 35 of last year's exhibit™ .

Reason,—3ee paragraph 1%, o
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25. Investment Exhibit, Ttem 36, Change to read “Add Interest and Rents
paid in advance Dec, 31, 1926, per item 38 of last vear’s exhibit.”

Reason.—See paragraph 19,

28, Invesiment Txhibit, Ttem 54, Change to read "Deduct Investment Expenses
unpaid Dec, 81, 1920, per #em E7 of last year's exhibit.”

Reason.—See paragraph 19.

27. Miscellaneons Exhibit, Ttem 72. Change to read “Surplus Dee, 3%, 1920,
per item 78 of fast year's exhibit.”

Reason.~See paragraph 19,

28, Pages 2 to 11, inclusive. Substitute regular or bold face type for italies
wherever the latier type appenys.

Reason.—In order that itazlics may be reserved fer items inserted in printed
statements, and any changes in wording in the items as prigted in the Convention
edition, ?

(For “Uniform Tnstructions,” "New General Interrogatery,” *“Amendments to
Varions Pages and Schedules™ applicable to this and other blanks, see report of
sub-eommittee contained on pages 29-34, inclusive, of this report.

¥or a new summery of schedule D, parte 1 and 2, to be imcorporated in this
and cother blanks, see report of sub-commiitee contained on pages 84 and 35 of
this report.)

Mutual Fire Blank.
(Revigsed 1521 Blank.)

29. Page 2, Exhibit IL. Amend descriptive matter at top of column (1) by
adding “and 3¢, page 7.”

Reason.—S8ee paragraph 1.

30, Page 2, Item 31. Change the position of this iterma by inserting it between
present items 82 and 33,

Renumber Hems accordingly.

Reason.—See paragraph 2.

31. Page §, Item 28. Change the position of this item by ingerting it between
present items 25 and 36,

Renumber items accordingly.

Reason.—See paragraph 3.

32. Page 5. Insert a new item between preseni items 12 and 14 to read:
“Estimated expenses of investigation ond adjustment of losses (paid losses,
B et et e e e ; unpaid 1088€8, $.cicimiiie s ) T tverneaesn s mre e
$ Com

Reason~—See paragraph 8.

33. Page 5, Ttems 14 and 15 Chanee the expression '‘writien subsequent te”
to read “effective on and after.”

Reason.—See paragraph 9.
34. Page b, Ttem 16, Change the word “written” to read “‘effective.””

Reason.—See paragraph 19,
{Renumber lines en page on account of introduction of new item.)

85, Page §, Itend 16, Change reference reading f’page T, itemn 46> $0 read
“page 7, item 49.7

Reason.—Bee paragraph 1l.

36. TPages § and 7, Exhibits VI, Vil and VIII. Amend the descriptive matter

at the head of these exhibite by changing the expression “written subseguent to’’
to read ‘‘effective on and after.”

Reason.—See paragraph 13,
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37, Page 7, Exhibits IX and X. Amend the descriptive matter at the head of
these exhibits by changing the word “written” to read “effective.”

Reason,—Sea pavagravk 14,

8374, Page 7, Exhibit VII. Print asterisks in columns (3}, {4) and (6) opposite
all dates except 1921,

Reason.-—See paragraph 15.
38. Page 7, Exhibit IX. lnsert three new items in this exhibit between present
jtems 29 and 30, the new items to read as follows:
“20, Written or renewed during the year.

31. Excess of original premiums over
amount received for reinswrance.

32. Totals.”
Renumber balance of items on this page.
Keason.—Sge paragr'aph 16,
29, Underwriting snd Investment Exhibit. Change item and line references

ta agree with numbering on pages 2, 3, 4 and 5 of vevised blank, as herein
amended.

40. Underwriting Exhibit, Item 2. Change to vead "“Add Unearned Premiums
Dec. 81, 1820, per item 4 of last year's exhibit.”

Reason.—See parvagraph 19,

41, Underwriting Exhibit, Item 9. Change fs read “Agents’ Balances and
Bills Receivable Not Admitted Deec. 31, 1828, ver item 10 of last year's exhibit.”

Reason.—See paragraph 19.

42, Underwrviting Exhibit, Ttemn 17. Change to read “Add Salvage and Rein-
surance Recoverable Dec. 31, 1820, per item 13 of lasi year’s exhibit.”

Reason—See pavagraph 19.

43, Underwriting Exhibis, Item 19, Chanpge to read “Deduct Unpszid Losses
Dec. 31, 1920, per item 21 of last year's exhibit.”

Reason—See paragraph 19,

44. Underwriting Exhibit, Itemn 24. Change to read “Deduct Underwriting
Expenses unpaid Dec. 31, 1820, per item 27 of last year's exhibit.”

Reason.—8ee paragraph 19,

45. Investment Hxhibit, Item 33. Change to read “‘Deduet Interest, Dividends
and Rents due and accrued Dec, 31, 1928, per item 35 of last vemr's exhibit.”

Reason.—8ee paragraph 19,

46, Investmeni Exhjbit. Item 36. Change to read ‘“Add Interest and Rents paild
in advance Dec. #1, 1020, per Hem 38 of last year’s exhibit.”

Reason,—See paragraph 18,

47, Investment Exhibit, ltem §4. Change to read “Deduct Investment Kxpenses
unpaid Dee. 31, 1020, per item 57 of last vear's exhibit.”

Reazsor,—Ses paragraph 19,

48, Miscellaneous Exhibit, Itemn 70,
per item 71 of last year's exhibit.”

Heaspn.—See paragraph 19,

49, Pages 2 to 11, incldsive.
wherever the latter type appears.

Reason.—Bee paragraph 28,

Change to read “Surplus Dee. 31, 1920,

Substitute regular or bheld face iype for italics

(FOR “UNIFORM INSTRUCTIONS,” “NEW GENERAT INTERROGATORY,"
“AMENDMENTS 70 VARIOUS PAGES AND SCHEDULES” APPLICABLE TO
THIS AND OTHER BLANKS, SKEE REPORT OF SUB-COMMITTEE CON-
TAINED ON PAGES 29-34, INCLUSIVE OF THIS REPORT,
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FOR A NEW SUMMARY OF SCHEDULE D, PARTS 1 AND 2, TO BE INCOR-
PORATED IN TEIS AND OTHER BLANKS, SEE BREPORT OF SUB-COM-
MITTEE CONTAINED ON PAGES 34 AND 85 OF THIS REPORT,

NEW MUTUAL FIRE BLANK FOR COMPANIES" RETURNS FOR YEAR

ENDING DECEMBER 31, 1921, REFERREED TO ON PAGES 24 AND 25 OF
THIS REFPORT.)

Life Blank.
5. Page 2, Item 41, Change the position of this item by inserting it betwseen
items 42 and 43,

L]
Renumber items accordingly,
Reason.—See paragraph 2.

51. Page 3, Item 44. Change the position of this item by inserting it between
present items 46 and 47,

Renumber items accordingiy.

Reason,—See paragraph 3.

51A. Page 4, Ttem Z24. Add the words '‘per Schedanle 8.

Reason,—New schedule to be printed on page 42 following Schedule P,

52, Page 4, Ttems 43 and 44, Add the words “per Schedule A

and “'per
Schedule I3, respeetively,

Reagen.—See paragraph 7.

83. Page §, Item 8. Change to read “Extra Reserve for total and permanent

disability benefits (lese $.............. . reinsuranee) S

and for additional accidental death benefits (less $. ... ...

e TEITEUTrANCE)
SOOI included in life policies.’”

Reason.—To provide for deduction of reinsurance,

54, Page 5, Item 23, Change to read “fross premiwms paid in advance,
~ineinding surrender vazlues so applied, less discount, if any.”

Reason.—To clarify the item. )

55. Page 8, Gain and Loss Exhibit, Item 2. Change to read ‘Deduct Gross

Tncollected and Deferred Premiums of the previous veayr, per item 4 of last
vear's exhibit.”

Reason.—3See paragraph 19,
56. Page 8. Gain and Loss Exhibit, Item B. Change to read “Add Gross

Premiums paid in advance December 51 of previous year, per itemn & of last
year's exhibic”

Reason,—See paragraph 39.
57. Page 8. Gain and Less Exhibit, Item 13, Change to read “"Deduct Insur-

ance Expenses unpaid December 31 of previcus year (including $__ .
Joading on uncoliected and defevred premiums), pev itera 15 of last year's exhibit.”

Reason.—See paragraph 19,

67A. Page 8. Gain and Loss Exhibit, Item 18, Change reference reading
“item: 46, page 3”7 to read “item 45, page 3.7

Renson.—On account of renumbering of page 3.
58, Page 8. Gain and Loss Exhibit, Item 19, Change to read "“Deduct Interest

and Rents due and accrued December 31 of previous year, per item 21 of last
year's exhibit.”

Reason.—3See paragrsph 19,
59, Page 8. Gain and Loss Exhibit, 1tem 25, Change to read “Adé Interest

and Kents paid in advanee December 31 of previous vear, per item 28 of last
vear's exhibit.”

Reason—See paragraph 18,
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594. Page B Gain and Losa Exhibit, Item 28, Change to read “Deduct.:
Iovestment Bxpenses nnpaid December 31 of previous year, per ilem 80 of iast,':
vear's exhibit.”

Reason.—Bee paragraph 19, :

§0. Page 8. OGain and Loss Exhibit, Item 87. Change fo read “Preduct Death _'
Tosses uppaid Deecember 31 of previous year, per item 30 of last year’s exhibit.’

Reason.~—See paragraph 19.

§1. Page 8. Gain snd Loss Exhibit, Jtem 76. Change to read “Special Funds :
and Svecial Reserves December 31 of previous year, per item 76 of last year’s

«
exhibit.”

Reason.—See paragraph 19,

52, Page 9. Gain and Loss BExhibit, Item 107. Change to read ““Burplus
December 31, 1920, per item 108 of last year's exhibit.”

Reason.—See paragraph 19.

63. Schedule B, Part 2. Hliminaste the descriptive matter at the top of this
schedule and substitute in leu thereof the fellowing: :

“Showing ail MOBTGAGE LOANS MADE OR INCREASED during 1921:
(A) on farm properties actuaily in use for farming purposes;

{1} where the loan exceeds 607 of the value of the land.

{2} where more than 257 of the jand is unfit for farming purposes,
{swarnp, timber, desert, etc.) except where the loan dees notf exceed 8044
of the value of the arable land; {B) on other properties; {1) where the
loan is $10,000.00 or over, (2} where the losn ewceeds 607 of the com-

bined value of the land and buildings, except where the loan is amoertized
over & pericd of 15 years, or less, and the buildings are covered by fire

insurance.”

Reason.—Ta show mere clesrly what loans are to be included in the schedule.

634, Pages £ to 9, inclusive. Substitute regular or bold face type for italics.
wherever the latter type appears.

Reason.—-See paragraph 28.

68B. Page 42. Add * schedule of reinsurance on paid and wnpaid lossex and
claims to be called “Schedule 8.

(FOR “UNIFORM INSTRUCTIONS," “NEW GENERAL INTERROGATORY,”
"AMENDMENTS TO VARIOUS PAGES AND SCHEDULES” APPLICABLE TO
THIS AND CTHER BLANKS, SEE REPORT OF SUB-COMMITTEE CON-
TAINED ON PAGES 28-34, INCLUBIVE OF THIS REPORT.

FOR A NEW SUMMARY OF SCHEDULE D, PARTS i1 AND 2, TO BE °
INCORPGRATED IN THIS AND OTHER BLANKS, SEE REPORT OF SUB--
COMMITTEE GONTAINED ON PAGES 34 AND 8 OF THIS REPORT.)

*For copy of schedule see page 14,
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Miscellaneous Hlank,

Note: Attention is called to the mew elassification of lines of business agreed
upon at the May, 1920, meeting of the Committee of Blanks (see page 28 Reperi
of Committee on Bianks for 1920.) The new classification, amended only as to a
change in the position of one item, iz set forth below:

Aceident

Health

Auto. Liability

Liability, other than auto.
Workmen's compensation

Fideiity

Surety

Plate giass

Burglary and theft

Credit

11, Sprinkler

12, Bteam hoiler

13. Engine and fly wheel

14. Aute. property damage and collision
15. PFProperty damage %nd collision ather than ajyto.
16. Live stock

Thiz new classification extends to pages 2, 3, 4, 5, 6, 7 and 21, and requires
renumbering pages 5 and 21,

Bl I ol ol o

-

84, Page 2, Item 86. Change the position of this item by inserting it between
present items 37 and 28,

Renumber items on page beginning with present item 26A as 35-42 inclusive.
Rea:on—See paragraph 2.

65. Page 2, Footnote (b), Amend dates in footnote as follows (dates refer
1o 1921 blank):

1617 S

Reason.—So that this footnote will be consistent with footnote (a}.

1918 3

86. Page 3, Item 52Z. Change the position of thiz item by inserting it between
Tresent items b4 and 55,

Renumber items on page beginping with present items 52A as 52-59, inclusive.

Reason.—See paragraph 2,

67. Page 4, Items 52 and 52. Add the words “'‘per Schedule A™ and “‘per
Behedule 1, respectively,

Reason.—See paragraph 7.

88, Pages § and 9. Change ilem references in items 4, &, 13, 17, 31 ;nd
footnote (¢}, page & and items 47, 52, 53, 5%, 60 and 86, page 9, to agree with
the renumbering of pages 2, 3 and 5.

69. Page 8. Underwriting Exhibit, Item 2. Change to read "“Add Unpaid
Return and Beinsurance Premiums Dec. 31, 1920, per item 4 of last year's exhibit.”

Reason.—See paragraph 19.

70, If'age §. Underwriting Exhibit, Item 6. Change to read “Add Unearnsd

Premiums Dec. 81, 1920, per item 8 of last year's exhibit.’”
Reasgm~—See paragraph 19.

71, Page 8. Underwriting Exhibit, Item 19. Change to read “Biils Receivable
and Premiums in Course of Collection Not Admitted Dec. 31, 1920, per item 20
of Iast year's exhibit.”

Resson.—See paragraph 19,
72. Page 8. Underwriting Exhibit, Item 27, Change to read “Add Salvage

and Reinsurance Recoverable Dec, 21, 1920, per item 25 of last year’s exhibit.”
Reason.—See paragraph 19.



PROCEEDINGS 101

“78; Page 8. Underwriting Exhibit, Ttem 29, Change to read “Deduct Unpaid
Losses Dec. 31, 1920, per item 31 of last year’s exhibit.’
Reason.—See paragraph 19,

74. Page 8. Underwriting Exhihit, Item 84. Change to read "“Deduct Under-
writing Expenses unpaid Dec. §1, 1920, per item 37 of last year's exhibit.”
Reason.—Bee paranraphk 18,

%, Page % Investment Exhibit, Item 45. Change to read “Deduct Interest,

Bividends and Rents due and accrued Dee. 81, 1820, per item 47 of last year's
exhibit.”

Reason.—See paragraph 10.

76.. Page 9. Invesiment Exhibit, Ttem 48. Change to read “Add Inferest and
Hents paid in advance Dae. 21, 3920, per item 50 of last year's exhibit.”

Reason.—See paragraph 19.

A%, Page 9. Investment Exhibit, Item 66, Change to read “deduct Investment
Expenges unpaid Dec. 33, 1020, per item: 69 of last year's exhibif.,”

Reason.—See paragraph 19,

78, Page 9, Miscellaneous Exhibit, ftem 85. Change o read “Surplus Dee,
31, 1920, per item 86 of last year's exhibit.”

Reason.—See paragraph 18.

9. Page 22, Schedule J. Transfer ecolumns 12 %o 17, inclusive, to come
immediately after column 7.

Renumber columns sccordingly.
Reason.—To bring together the columns of most importance,

80, Pape 24, Schedule K. Transfer columns 12 and 13 to come immediately
after column 7,

Eenumber columrs accordingly.

Reason—=See paragraph T9.

81, Page 27, Schedule P, Part II. Amend column headed “Years in which
compensation policies were issned” to read as follows (dates refer fo 1921 blank]:
First period
Prior to 1912
1231z
1913
1514
1915
1916
1817
1918
Total firet period
Second period
1939
1926
1921
Tetal second period
Grand Total

Rédson—For  auditing purposes it iz desirable to have complete data in this
scheduls. ’

82, Schedule P, Perts I and II. Amend the descriptive matter at the head
of columns 14 and 39 by adding the expression *'If negative enter ‘0"

Remsono~-In order t6 exclude negative values,

824, - Schetvle P.. Part IIL TItem {51). Change item reference from “'line 177
tr “line 16.” P

Reason.—On accounﬁ. of renumbering of page 5.
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83. Page 30, Schedule P, Part VI Amend the first colamn of both parts of
this schedule to read as fellows {dates refer to 1921 biank}:
Prier te 1212

1912 .
1513 '
1014

1915

1916

1517

1818

1919

1820

1821

Total

Reason—8ee paragraph 81,

84, Pages 2 to 9, inclusive., Bubstitute regular or bold face type for italics
wherever the latier type appears.

{FOR “UNIFORM INSTRUGTIONS,” “NEW GENERAL INTERROGATORY.”
“AMENDMENTS TC VARIOUS PAGEES AND SCHEDULES” APPLICABLE TO
THIS AND OTHER BLANKS, SEE REPORT OF SUB-COMMITTEE CONTAINED
ON PAGES 29.24, INCLUSIVE OF THIS REFORT.

FOR A NEW SUMMARY OF SCHEDULE D, PARTS 1 AND 2, TO BE INCOR-
PORATED IN THIS AND OTHER BLANKS, SEE REPORT OF SUB-COM-
MITTEE CONTAINED ON PAGES 24 AND 35 OF THIS REPORT.

FOR SUMMARY OF REPORT OF SPECIAY COMMITTREE RELATIVE TO
PAST MATTERS PERTAINTNG TO THE MISCELLANEOUS .BLANK AND
INSTRUCTIONS REGARDING FUTURE ACTION, SEE PAGE 26 OF THIS
REPORT.)

Fraternal Blank,

85. Pages 2 and 3, Columns 1, 2, 3 and 6. Amend the deseriptive matter at
the head of these columns by substituting the word “Fund'’ for the word “‘Funds.”

Reason~—Each division of the funds of ihe Bacieties constitutes a “fund.”

85A. Page 8, Exhibit VI. Eliminate the word “Imcurred” from the descriptive
matter at the top of the schedule,

Reasen.—See paragraph 85C.

g5B. Page 6 Exhibit VI Column 3. Change the descriptive matter ai he
top of this column to vead “Number of Deaths Reported During the Year.”

Reagon.—-See paragraph 85C,

85C. Page 6. Exhibit VI, Column 4. Change the descriptive matter at the
top of this column to read “Death Losses Reported During the Year.”

Resason.—Exhibit VI should be made up to correspond with Exhibit V11, that is
en the basis of “reported” deaths,

86. Pages 2 to 9, inclusive. Substitute regular or bold face type for italics
whevever the latier type appears (except in case of the Special Deposit Schedule.}

Reason.—3ee paragraph 28,

{FOR “UNIFORM INSTRUCTIONS,” “NEW GENERAL INTERROGATORY,”
"AMENDMENTS TO VARIOUS PAGES AND SCHEDULES” APPLICABLE TO

THIS AND OTHER BLANKS, SEE REPORT OF SUBR-COMMITTEE CONTAINED
ON PAGES 29-34, INCLUSIVE OF THIS REPORT.

FOR A NEW SUMMARY OF SCHEDULE D, PARTS 1| AND 2, TO BE
INCORPORATED IN THIS AND OTHER BLANKS, SEE REPORT OF SUB-
COMMITTEE CONTAINED ON PAGES 34 AND 35 OF THIS RET'ORT.

NEW FRATERNAL VALUATION REPORT AND GAIN AND LOSS EXHIBIT
REFERRED TG ON PAGES 27 AND 28 OF THIS REPORT,)
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Assessment Life and Aecident Blank.

BY. Pages € and 3, Columns 1, 2 8 and 6. Amend the descriptive matter at
“the head of these columns by substituting the word “Fand” for the word “Funds.”

Reason.—See paragraph 86,

87A. Page &, Exhibit ¥I, Eliminate the word "“Incurred’” from the descriptive
matter at the top of the schedule.
Reason.-—-3See paragrarh 87C,

87B. Fape 6. Exhibit VI Column 4. Change the descriptive maiter at the
top of this column to read “Number of Deaths Reported During the Year,”

Reason.—See paragraph 87C.

87C. Page 6. Exhibit VI, Column 5. Change the descriptive matter at the
top of this column to read “Death Losses Reported During the Year

Reason.—Exhibit VI should be made up to correspond with Exhibit VII, that is
on the basis of “reporied” deaths.

88. Pages 2 to 8, inclusive. Bubstitute vegular or bold face type for italics
wherever the Iatter type appears,

Reason.—See paragraph 28.

{FOR “UNIFORM INSTRUCTIONS,” “NEW GENERAL INTERROGATORY,”
“AMENDMENTS TO VARIOUS PAGES AND SCHEDULES” APPLICABLE TO
THIS AND OTHER BLANKS, SEE REPORT OF SUB-COMMITTEE GONTAINED
ON PAGES 29-34, INCLUSIVE OF THIS REPORT.

FCR A NEW SUMMARY OF SCHEDULE D, PARTS 1 AND 2, TO BE
INCORPORATED IN THIS AND OTHER BLANKS, SEE REPORT OF SUB-
COMMITTER CONTAINED ON PAGES 84 AND 35 OF THIS REPORT.)

Stoeck Fire Blank.

The changes contained in paragraphs 1, 9, 10, 11, 12, 18, 14, 15 and 16 of this
report were adepted in conseguence of a conference between the Committee of
Uniform Accounting of the National Board of Fire LJnderwriters, represented by
Mr. Harry A. Smith, and the standing sub-committee of the Commitiee on Blaniks,
represented by Mr, Thomas ¥, Tarbell. The changes in question are designed to
make clear the procedure to be followed in reporting under the provisions of the
revised blank. )

The Committee gave consideration to the resclution of the Executive Committee
adopted by the National Conventior on December 7, 1928, relative to the reporting
of business transacted in foreign countries {see pages 5 and 6 December Pro-
ceedings}. Inasmuch as the resolution received wide publicity and every fire
company was provided with = copy theresf, it was helieved ununecassary to make
any modifieations in the statement blank.

Matual Fire Blank.

The committee appointed =zt the May, 1920, meeting to prepare a new Dblank
for Mutua! Fire Companies submitted the following report which was adopted:
Henry D, Appleton, Boston, April 28, 1921,

Chairman Committee on Blanks.

Degr Bir: At & meeting of the Committee on Blanks held in New Yark City,
May 17-19, 1920, you appointed a committee consisting of the representatives of
the Btates of Massachusetts, Connecticut and New York to prepare a blank for
use of the Mutual Fire Companies, said blank to foliow as neariy as pessible the
requivemsents of the recently revised Stock Fire Blank.

Accordingly the Cormitiee, composed of A. B, Linnell, Thomas F. Tarbell ang
Charles Hughes represenmting respectively the states shove mentioned, met in
Boston on Jun 1B, 1920, at the call of the chairman,
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On that day a blank was prepared and on June 16 a letter was mailed to each
Insurance Commissioner in the United States reading as follows:

“June 16, 1920.

Pear Sir: By reference to the last report of the Committes on Blanks, page 29,
vou will note that = committee was apointed with full apthority, subiect te the
approval of the Executive Commitiee, to prepare a new Dblank for Mutual Fire
Companies and to present specimen c¢opies theresf to the companies not later than
November, 1820,

The Lxecutive Committee having approved the propogition, an agreement has
been made upon the form fo be used and you are respectfully requested to furaish

an estimate of the number of companies incorporated in your state that will use
the Convention blank,

Kindly make reply as early as possible to the undersigned in order that the
Committee may know the number of blanks to have printed.
After the blanks are printed, the number regunired in vour stafe will be sent to
yvou for distribution among your companies,
Very truly vours,

ARTHUR E. LINNELL, Chairman.”

Responses were received from thirty-six states indicating that 506 companies
would require blanks. An order was immediately placed with the PBrandon
Printing Company for seven hundred copies. These were printed and shipped
from Nashville, Tennessee, to Boston on September 27th, bout were delaved in
delivery by the express company until October i8th.

On October 18th each Commissioner was sent his guota with exitra copies in
proportion to his order accompanied with the foliowing letter:

“Qctober 19, 1920.

Dear Bir; We beg to call your attention to our letter of June 16, 1920, and to
inform you that the number of blanks designated by vou in vour reply thereto
has been sent to you under other cover. '

The last report of the Committee on Blanks, Page 29, approved by the Hxecutive
Committee of the National Conveniion of Insurence Commissioners and the letter
above referred to, contain complete information relative to the purpose of printing
these blanks and the disposition thereof.

Very truly yours,

ARTHUR H. LINNELL, First Deputy Cormmissioner.””

The Committee assumes that the Commissioners were able to present these
specimen copies to the companies interested, Lefore, or during November, 1920.
Respectfully submitted,

ARTHUR E. LINNELL, Chzirman.

Miscellaneons Blank.

The Special Committee on the Miscellanecus Blank, consisting of representatives
of Massachusetts, New York and Connecticnt, to whkich was referred & revision of
the Disbursement page (see page 28 Report of Committee on Blanks for 1920)
received a communication from the comapanies interested, indicating that they
did not desire any change in said page at this time.

As a proposition for a change in the Disbursement page similar to that of last
vear has again been presented to the full Committee (this time by the Cenneeticut
Department), it was voted that the above Special Commities be continned for the
purpose of considering such changes and to report on thiz subjest to the full
Committee at ite May, 1922, meeting.

The proposed items affected are the general ifems following item 28, page 3
(1920 blank).

The Commillee was zlso instructed to confer with the companies relative to
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making a change in the present hiank to provide for a separation of Automobile
Property Damage and Automobile Collision, with the understanding that, if, as &
result of this conference the Committee decides to Tavor such separation, the
chatges become effective on January 1, 1922,

Fraternal Blank.

Page 8, December, 1520, Proceedings National Convention of Insarance Com-
missioners carries the report of the HExeculive Committee veviewing its action on
reports dated May 17, 1020, sub-committee on Fraternal Blanks—Committes on
Bilanks,

Sections {a} and (b) and corresponding recommendations, re: “Revision of the
Fraternal Valuetion Report Blank” weve adovted. The sub-committee preparved
and was ready to present = report in connection with the changes to be made in
the Fraternal Valvation Report Blank. Attached theretc was a modified Valuation
Report Blank. The sub-committee siated that it would prefer to give further
consideration to the modified Valuation Report Biank before having it acted on
by the Committee on Blanks and called attention to the fact that the sub-committee
on Fraternal Blanks appointed at the meeting in May, 1919, has lost three members
through resignations so that at the present mesting but {two active members
remain—Hipp, New York, and Brunnguell, Wisconsin; Ankers, Virginia, intending
to leave staie service on June lst.

Ti was delermined thai the three vacancies ghould be filled by new appoiniments.
The following appoiniments were made: Legris, Rhode Island: Williams, Minois:
Tarbell, Connecticut, thus making the personnel of tife Committee, Messrs, Hipn,
New York, Chairman; Brunnguell, Wigconsin; Legris, Rhode Island; Williams,
Ilincis; Tarbell, Connecticut.

It was deecided by the Committee on Biauks that the above sub-committee should
give further cousiderztion to the Fraternal Valoation Report Blapk at & mesting
to be held ai such date as to ensble it to present s veport to the Chairman of
the Committee on Blanks at a date prior to the annual convention of the Com-
missioners at Louisville, so that such repeort could then be acted upon by the
Executive Committee; that the amended Valuation Repert Blank chounld be printed
after its adeption by the Executive Commitiee and farnished all fraternal socleties
so that every cpporfunity may be given for a full expression of opinion on the
part of any persons interested in the amendments prior to the final adoption of
thiz blank € be used In connection with the Fraternal annual statement reports
for the year ending December 51, 1922,

The sub.committee will give attention fo the Gzin and Loss Bxhibit referred to
it {submission 3, Report Exeontive Committee, page B—December Proccedings)
and repor:i thereon %o the Executive Committee at the earliest practicable date.

All Bianks,

The foliowing itwe Committee Reporis adepted by the Committee apply ifo all

blanks:
. MNew York, N. Y., May 16, 1821
Hon. K. D. Appleton, Chairman,
Commitiee on Blanks,
National Convenfion of Insurance Commissioners,

Sir: ¥Yeour sub-committee appointed at the May, 1920, meefing of the Com-
mitiee on Blanks to consider the advisability of: (1) “Uniform Instructions™ as a
reguirement cof the Convention blanke; (2} Specific provisions for ingerting the
name of company, society or association on various pages and schedules; (3)
Substituting the expressivns “‘Current Year,” “Vear of Statement,” “Previous
Year,” ete. in ieu of specific daies (see Report of Commitiee on Blanks dated
May 10, 1920, page 31}, begs to submit the following report and recommendations:

Buggested Uniform “Instructions te Companies” to be carried on the
inside {or outside) front cover of the various annual statement blanks,
over the signature of the supervising insurance official.
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NOTE: In making the following suggestions, the Commitiee attempts to recom-
mend only such instructions as will be applicable {with such modifications as may
be necessary) to all states; it iz intended that any state may add such other instruc-
tions as its laws or requirements may demand, The matter in parenthesis is to be
eonsidered as optional,

Btock Fire Blank.

(1) Please scknowledge (on enciosed postal} the RECEIPT OF THE BLANKS

dirently they arrive.

{2) DATE DF FILING:; ‘The statement is required to be filed on or before
. (This date is fixed by statute, and no extension

of time can be granted.)

(8) The NAME OF THE COMPANY must be plainly written or stamped af
the top of -all pages and schedules (and duplicate schedules) and also upen all
inserted schedules and loose sheets.

{4) BLAN¥ SCHEDUILES will not be accepted as meaning anything. ¥ no
entries are to be made, .write “None” or “Nothing" across the schedule in question.

{5} CHECK MARKS will not be accepted ns answers to interrogatories.

{6) The BOOK VALUFE of Real Estate, Bonds and Stocks, and the amcunt
losned on Mortgages and Collateral Securities entered as Ledper Assets, page 4,
must in aill cases prove with the “bhock value” of the preceding year, after taking
into consideration the items affecting them, as shown on pages 2 and 3 and the
correspanding schedules,

{7} ‘The various lines on pages 2, 3 and 4 carrying INTEREST, RENT, PROFIT
AND LOSS ITEMS, DEPRECIATION, APPRECIATION, ETC., must check with
the datz relating to the game transactions as set forth inm the appropriafe
schednles,

(8} A company ODCCUPYING ITS OWN BUILDING in whole or in part shouid
enter an adecuzte vent for itz own occupancy in Schedule A, and also on pages
2 and 3,

(8} The schedules of BONDS AND STOCKS sheuld be grouped in the following
order, and each growp arranged alphabetically, viw. .

BONDS

{a} Government
(b} State, province, county and municipal

(e} Railroad
{d) Miscellaneons

S8TOCKS
{a} Railroad
{b} DBank and trust company
(¢} Miscellaneous

(10} BANK BALANCES. In compiling Schedule N enter bank balances not
on intereat December 81st before those on intevest and show SUB-FOOTING of
each class to agree with amounts stated in items 6 and 7, page 4.

{11} CREDIT FOR INTEREST DUE AND ACCRUED on aill bonds should be
teken in "Interest due and accrned,” Non-Ledger Assets. The market value of
bonds in defauit already inclades interest due and acerued; accordingly such
interest should be deducted in "Assets Not Admitted” No credit will be aliowed
for anticipated or deciaved dividends on stocks except in the case of the declared
and unpaid dividends on stocks which have been sold ex-dividend by the company
prier to December Sist.

{12} ?ROFIT AND LOSS entries must be itemized snd should be entered
GROISS in both Income and Disbursements: general expense items muest zlso be
itemized and entered in suffieient detail io indicate their precise nature, 1. 8,

Branches of Foreign Companies must show vemittances o and from Home Office
GROBE in Income and Disbursements,
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(13} If the Anpumal Statement and Schedules do not, contain the information

nasked for in the blank, or are not prepared as requested above, they will not
be accepted by this department,

Mutoal Fire Blank,

Carry ssme instructions as for Stock Fire Blank, omitting rveference to foreign

companies in Instruction (12}, s
Life Blank.

Carry same insiructions as for Stock Fire Blank, with the following modifica~
tions dand exception:

Change schedule reference in Instruction {i0) from “Scheduie N to “Scheduie
E"” and item references from “items & and 7' to “items § and 9.7

Omit reference to foreign companies in Instruction {(1%2),

Miscellaneous Blank.

Carry same instructions as for Stock Fire Blank, and the foillowing additional
ingtreetion :

{14y ADVANGCES ON CONTRACT entered as Ledger or Non-ledger Assels
should also be entered in “Assets Not Admitted.”

Fraternal Blank.

Use the heading “Instructions to Secleties” in lieu of “Instructione {o Com-
panies.”

Carry same instructions as for Steck Fire Blank with the follewing modifications
and exception:

Change the word “Company’ to read “‘Society” in Instructions (3}, (8) and (11}.

Omit the velerenca to foreign companies in Instruetion (12).

Agsessment Life and Accident Blank,

Use the heading “Iastructions to Assoclations” in lew of “Instructions to
Companies,” .

Carry sawme instructions as for Stock Fire Blank with the following medificatiors
and exception: ’

Change the word “Cumpany to read “Association” in Instructions (3,;, (8)
and {11} )

Omit the reference to foreign companies in Instruction (12).

All Blanks.

Add a new General Interrogatory reading as follows:

“Have the insiructions printed oxn fhe inside (or outside) front cover of this
blank been followed in every detail? Answer .....ooonl”

Suggested amendments to various pages and schedules of the various
annual statement blanks to provide for inserting the name of the com-
pany, society or association,

SFOCK FIRE, MUTUAL FIRE, LIFE AND MISCELLANEOUS BLANKS.

Tliminate  the printed matter, if any, appearing at the top of pages 2-10
inclusive (pages 2-12 inclusive of the 1%21 Stock Tire and Mutual Fire Blanks),
diid ‘Trizert the fallowing at the top of each such page:

“Anmual Statement 0f Bhe. . e e e e s v e o
{Write or Stamp Name of Company)”

Charnge thie note on page 10 (page 12 o.f the 1921 Stock Fire and Mutual Fire
Bianks) relative to separate schedules, to read as.follows:

“In case the following schedules do not afford sufficient space, companies may
furnish them on separate forms, provided the same are upon paper of like size
and arcangement, contain the information asked for herein, and bave the pame
of the company printed or stamped at the top thereof.”
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Fraternal and Assessment Life and Accident Blanks.

Eliminate the printed matter appearing at the top of pages 2, 4, 6 and 8, and
insert the following at the top of pages 2-9 inclusive:

“Annual Statement of the.... i s e evuseeraere smemnn aemee e s
(Write or Stamp Name of Society or Association.)”

All Blanks.

Amend each page containing a schedule or schedules by eliminating the printed
matter at the top of the page, if any, ard inserting the dotted line referred to
above at the top of the page or on the left-hand side of the page, according as
the achedales are in = horizontal or vertical position. Insert beneath the dofted
Hne “(Write or Stamp Name of Company)™” In caee of the Fire, Life and
Miscellanecus Blanks, and “{Write or Stamp Name of Society or Association)”
in eage of the Fraternal and Assessment Life and Accident Blanks. Tn case of
those schedules now making provision for inserting name of company, society or
association, amend hy eliminating the space for such provision and any part
of the deecriptive matter required fo be eliminated on account of suck amendment.

The advisability of substituiing the exvressions “Current Year,” “Year
of Statement,” “Previcus Vear,”™ ete. for specific dates.

After giving cavefnl consideration fc the matter, your sub-committee, although
appreciating that such changes would have certain advantages, especially from
the standpoint of the printing of the blanks, is nevertheless of the opinion that
in the interests of clarity and definitenese the use of specfic dates should not be
abandoned, and it accordingly recommends thai no change be made in the blanks
in the above respoct.

Respectiuily submitied,
THOMAS F, TARBELL, Chairman
CHARLES HUGHES

JEAN M. LEGRIS.

New York, May 18, 19%1.
Hon. Henry Tr. Appleton, Chalvman,
Committee on Blanks,

National Convention of Insurance Commissioners,

Sir: Your sub-committee appointed at the present meeting of the Committes
on Blanks to prepare a summary of Bonds and Stocks to be incorporated in the
various annual statement blanks, submits the following report and recommenda-
ticns ¢

L. Amend the descriptive matier relative %o groupivg of bonds and stocks
contained in the notes printed in the upper left hand corner of Schedule D, Faris
1 and 2, by adding therete the following sentence:

“Show sub-totals for each group.”

2. Add a new part following Schedule D, part 2 to0 be known as “Schedule n,—
Summary,” the new part to bring together the sub-totals whieh will appear in

Schedule I, parts 1 and 2 (*copy of proposed summary is attached hereto znd
made a part of this report.)

8. Mo further modification of the blanks will be necessary in case of the
Stock Fire, Mutual Fire. Fraternal and Assessment Life and Accident Blanks.

In order to provide for the extra page in the Life and Miscellaneous Blanks, the
following changes should be made:

Life Blank: Print all three parts of Schednle C on one page.

* For copy of summary see page 26,
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Miscellaneous Blank: Print Schedules G and O en one page.
Regpestlully submitied,
THOMAS T*. TARBELL,
NELSON B. HADLEY,
SAM'L W, McCULLOCH.

Respectfully submitted,

HENRY D, APPLETON, New York,
Chailrman

R, B, ANKERS, Virginia
S. W. McCULLOCH, Pennsylvania
WALTER ROBINSON, Ohic
J. P WILLTAMS, Ilinois
ARTHUR E. LINNELL, Massachusetis
THOMAS F. TARBELL, Connecticut
EDWARD T. BURR, North Carolina
JEAN M, LEGRIS, Rhode Island
H. G. BRUNNQUELL, Wisconsin,

Attest:
CHARLES S. CRIPPEN,
Becretary of Committes.
CHARLES HUGHES,
Acting as Secretary after first day.

NQTE: Messrs. A. M. Haighs, Iowa; Leon W. Helson, Maipe; Leonhard T.
Huands, Michigan, and W. B. Young, Nebraskz: members of the Committee, were
unahle to be present at the annaal meeting,



SCHEDULE D—SUMMARY
BONDS AND STOCKS OWNED DECEMBER 31, 1921

l | [ Merket Value |  Aetual Cost *amortized or
DESCRIPTION Book Value | Par Value ! (excluding acerued @ (excluding accrued | Investment
i interest) interest) Value
Boxps —*“-*“Wl z 1 :
Government ! ¥ I E 3 __,H L N
State, Provinee, County, Municipal Jﬂ - ___1_,“ __!w‘w o wfwmmm -
Railroad f;_v ] “____if____ '“ R R
Misceilaneous % ;
Total Bonds s ls | § ] $ Ry
Srocks ‘f ' ! J% h
Railroad . s s s s s
Bank and Trust Company 5 . ’ f
Miscellaneous R J ;
Total Stocks . . - 1§ $ ; $ $ | 1 $
Totel Bonds and Stocks . i $ $ i $ s $ E i $

* Companies, Societies and Associations which do not amortize their bends should leave this column biank.
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The Secretary read his report as follows:

Report of Joseph Butten, Secretery-Treasurer of the National Convention of
Insurance Commissioners, from August 15, 1920, to September 1, 1921,

RECEIPTS,

Balance on hand Aagust 15, 1921 et 3 408,41
Assessments, 1920-°21—South Carolina, Minnesota, Teunessee, Indiana,
Virginia, Texas, Vermoent, Maine, Wyoming, Missouri, Michigan, New
York, Montans, Pennsylvania, Oregon, New Hampshire, South Dakota,
Hawaii, Wisconsin, Idshe, New Jersey, lows, Celorado, Connecticut,
California, Maryland, Washington, Nebraska, illivois, Utahk, Kentucky,
Maszsachusetia~—33 states at §75,00 eachu.o . . 2.745,00

Maryland (1919-20 Assessment}. 50.00
North Dakota ..oocone . 35.00
Ohie 50,00
KANAAS . .orromane ren s smrarsemesecseees cen ceeeee 58.68
From sale of Proceedings . 82,44
Proeeeds from interest on dePOSIES ..ot srees s sessiac s eesemsacmsnns 26.96

$3,194.49

DISBURSEMENTS. '

Reporting annuai convention 3 157.B0
Reporting December meeting .. .. Teeraeemnessenasamen e 81.00
Printing proceedings of convention. . e renmrerenens 1,054,830
Miscellaneous printing ... 658,056
Postage, telegraph, express, ete, . 74.2%
Clerical hire {mailing reporis, ete) _ 20.00

Netional Fire Protective Association dves ... .. _ 40.00

Becretary’s salary for one year.. 500.0G
Balance on hand September I, 1921, 630,91
$3,196.49

Respectiully submitted,
JOSEPH BUTTON,
Secretary-Treasurer.

Commnissioner Phillips: Mr. Chairman, I move that an auditing
committee consisting of three members be appointed to audit the
accounts as presenied by the Secretary.

i was engaged here in another matter. What is the balance, Mx.
Seeretary?

The Secretary: 8ix hundred and ninety doilars.

I will gtate for the benefit of the Convention that our expenses
have increased, due largely to the increased cost of printing. The
New York Department for many years has been printing the
report of the Committee on Blanks and doing other miscellaneocus
printing for the convention, but in view of the fact that the cost
of getting out the annual book on valuations haz inecreased to
sueh a Iarge extent and it has been such a heavy burden upon the
New York Department, they having to bear the large proportion
of it, we relieved the New York Department of printing the reports
of the Commiittee on Blanks and other miscellaneous printing which
the Commitiee on Blanks had been printing through the New York
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Department. So¢ it makes our miscellaneous printing bill this year
$558.06 in addition to the cost of the printing of the proceedings
which iz $1,054.80,

The motion made by Mr. Phillips that an auditing committee be
appeinted was seconded and carried.

Chatrman Donaldson: I will appoint Mr. Appleton, Mr. Mc-
Culloch and My, Tarbell,

Commissioner Button: 1 have a matter here that I would like
to have referred to the Committee o Workmen’s Compensation.

My old friend Mr. Hardison has made a very valuable suggestion
and framed a resclution to carry that suggestion into effect, which
I now offer and move that it be referred to the Commitiee on
Workmen’s Compensation:

“WHEREAS nearly all of the states have enacted laws providing that com-
pensation shalli be furnished to workmen who ave injured in the courge of their
employment, for the payment of which compensation the employer is made liable
which Hability he ingares in some avthorized insurance company, and

WHEREAS the insurance officials of many states are reguired by law to pass
upon the adequacy or reasonableness of the rates charged for such insurance, and

WHEREAS no siate has had sufficient experience in all classes of industries
upon which {0 establish basic rates, thus making necessary the use of the experience
of all the states as the foundation for such rates, which work it is expedient
for many recognized reasons to have done by some central organization, and as a
matier of fact is now done by such an organization, to-wif, The National Couneil
on Workmen's Compensation Insurance whose membership is made up of local
Workmen's Compensation Bureans whese members are insurance companies, so
that in the final analysis the basie rates are worked out for the various states
by the represeniatives of the insurance companies, and

WHEREAS, it seems essential that Insurance Commissioners who are respon-
sible for the adequacy or reasonableness of rates in their respective states should
be in closer touch with the rate-making organization in order that they may have
a more intimate knowledge of the workings of that organization, and some
degree of control in the gathering and use of statistics from unsupervised states
and an opportunity to pass upon decisions that unconsciously may involve
discrimination as befween classes of industries or hetween states,

BE IT RESOLVED, That a Committee on Rates of Workmen's Compensation
Insurance consisting of three members be appointed by the National Convention
of Insurance Commissioners whose duty it shall be to supervise the r#ie-making

work of the National Couneil on Warkmen's Compensation Insurance in behalf
of the members of thiz convention.”

Chairman Donaldson: The resolution will be referred to that
Commiittee.

Commissioner Phillips: Mr, Chairman, I present the report of
the Committee on Valutions,

Te the National Convention of Insurance Commissioners:

The security values for use in the statements sz of December 31, 1820, of the
insurance companies and societies, miven in the book, published by the Committee
en Valuation of Securities, were prepared by Mr. Marvyn Scudder, of the
Investors’ Agency of New York, under the close supervigion of the Audit Bureau
of the New York Insurance Department.

In ?repa'ring the wvalues Mr, Scudder fsllowed the rule adepted by your
Commitiee at its meeting on September 30, 1920, which was to take the mean
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between the Convention, 1919, values and the actusl market quotations ne of
November 1, 1920, except thet in ail cases where the sctual market values az of
December 31, 1920, were higher than the mean valoes referved to the agetunl
Dacember 81, 1920, values were to be used. United States Liberty and Vietory
Loan bonds were carried in the book at the actusl market guctalions as of
December 81, 1824, aithough, under the rule of the Commitice, those acanired by
subscription from the Government were allowed at par and those purchased other-
wige at the purchase price in the companies’ statements.

Liast year the Insurance Departments of the varicus siates and mout of the
insarance companies and soevieties submitted lists of securities purchased or
loaned on during the first nine months of the year to the New Yark City office
of the New York Depsartment before October the 8th. If all companies and
societies will be at least as prompt this vear the heok will contzin practically
all securities except those on which guotations cannoi be obifained and whose
values have to bhe determined from the financial statements of the isguing
corporations.

More companies and societies awaited in 1920 the receipt of the Convention
Boock of Values hefore comgpleting their 1920 statemenis than in the previcus
vear with the result that the only changes vequired in schedules C and D of most
companies and societies were in connection with securities on which it was
ifmpossible to determine the Ceonvention values before the book was printed. IT
all companies and societies will await the receipt of the Convention Book of
Security Values before completing their 1921 annual strtemenis the auditing of
the statements and the printing of the reports of the varicus insurance depari-
mentz will be expedited.

A meeting of the Committee will be held early in Octeober, 1921, in New
York City, to determine what basis should be adopted for the values to be used
in the 1§21 statements; and it is recommended, therefore, that the following
resolutions be now adepted by the Convention:

RESGLVED, That the Committee on Valuation of Securities be anthorized to
make a contraet for the publication of the book of valuations, and that it alse
be authorized to arrive at the valuation of securities by such methad as in the
opinion of the committee is proper.

RESOLVED, That the Seceretary Treasurer be authorized to send accounts to
the varieus departments in such amounts as each depsrtment may determine to
eover the cost of the publication of the boolt of security values and the expenses
of the Committee on Valuation of Becurities.

JESSE 8. PHILLIPS, Chalrman.
BURTON MANSFIELD,

JOSB. BUTTCON,

JOS. G, BROWN,

PLATT WHITMAN,

THOMAS B. DONALDSON,
CLARENCE W. HOBES,

T. J. HOUSTON.

Contributions received by Jesse S, Phillips, Chairman, Commitiee
on Valuations to Help Defray Necessary Expenses for Printing and
Publishing Book, "List of Securities Held by Insurance Companies”
a8 0f December 31, 1920, as follows:

1520,
Oct. 8. Gustaf Lindquist, Insurance Commissiener,
St. Paul, Minn. . e eteeieetcemaretmmmnemes fos rommtmat s ra s ammesoomeene $ 255.00
9, Miles Scheaffer, Insurance Gommissioner,
Indiavapolis, Ind.
~ 18, L. K. Arrington, Insurance Commzsamner,
Washvilie, TeDIL oo an e oottt sam e s nen 100.00

75.00




ii4

14.

i5.

18.
FALN

26.

27.

24,

Neov, L

14,

22,

1921,
Jan. 3.
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J. T. MeMillan, Insaraace Commisesioner,

Austin, Tex, ... 50.09
W. A. McSwain, Insurance Commissioner,
Columbia, 5. C. e 1G0.O0
Joseph G. Brown, Insurance Com:mssmner,
Montpelier, V& .. e 150,06
G. Waldon Smith, Insurance Commissioner,
Angusta, Maine ... 10009
R. B. Forsyth, Insurance Commissioner,
Cheyenne, Wya. ... i0.06
Joseph Buotton, Insurance Commissioner,
Richmond, V2. .o emimsrmnmr s venr s aas s s s s 300.60
Alfred L. Harty, Snpehntendent uf Insurance, :
Jefferson City, MBS i e s rmsennn 100.00-
F. H. Bilsworth, Insurance Commissiconer,
Lansing, Mich. 250,00
S. A. Olsness, Insurance Uommissioner,
Bismarck, N. D. 15.00-
W. N. Van Camp, Insurance Commlssmnez,
Pierre, 5. D oo e e taa e ermra 5000
John J. Donahue, Insurance CcmmlsslonEr,
Coneord, N, H, 75.00-
Thomas B, Donaldson, Insurance Commissianer,
Harrisburg, Penn. .. 1,000.60:
€. W. Fairchild, Insurance Commisgioner,
Denver, (ol 125.00
Geo. P. Porter, Insurance Commissioner, ex.-off.
Helena, WMOoDEaTIA oo oo e ar et s o st enims e sraess i 32,00
A C. Bavage, Insurance Cemmissioner,
Des Moines, Iowa ... e eatn seemrns e 200.00
Henry ©. Hapai, Deputy Immrance Cum.mlsswner,
Honolulu, Eawaii ... 25.90
Burton Mansfield, Insurance Gomm:ssmner,
Hartford, Conn. - SO 500.06
Frank H, 8mith, Insurance Commmsmner,
Trentan, N, J. oo e 500G
Platt Whitman, Insurance Commlsszuner :
Madison, Wis, ... . 36000
Alexander McCabe, Insurance Commissioner, )
San Franciseo, Calif, .. £59.60
A. C. Barber, Insyrance Commissioner,
Salem, Ore. e 50.0¢
Fred W. Potter, Insurance Commissioner,
Springfield, I e 209.60-
Amount reported at New York mesting....... $4,462.00
Jas. F. Ramey, Insurance Commissioner,
Franfort, Ky, ... $ 100.00

{Received by Supermtendent Phillips at New York meeting.)
Rulon 3. Wells, Insurance Commissioner,

Salt Lake City, Utah 10.06-
Philip XI. Wilbour, Insurance Commissioner,

Providence, R. I, 100.06¢
W. B. Young, Insurance Ccmmlssmner,

Linceln, Neb. .o 75.00
H. J. Brace, Director of Insurance,

Boise, Idaho ... : 560G

Jobn T, Donahue, Insurance Commissioner,
Concord, N, H, 25.¢0:
{Additional Contribution.)
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B. Thomas R. Wilson, Insurance Commissioner,

Dover, Del .. . 26.00
i6. A, C, Savage, Commissioner of Insura.nce,
Dios MOTNEE, DOWE oooeoecececoreccemecieemsemmeerearessresics v s sors con et spen s 56.00

_ {Additional Contribufion.)
17. Robert T. Crew, Insurance Commissioney,

Columbuzg, OGRID oo covaveseiressovmaessesensmscss soes cermmssaras mmmnreim 206,06
$6,087.60

C, W. Hobbs, Boston, MaB, ... imimmcresosers tomies msemnns sesmee s emms s $1,000.G0
Total contributions of ather state depsrtments. _$6,097,00

Received from individunls for sale of book....c. 108,00

$6,205.00
.§3,122.24

Tatal contributions .o
New York balanece to clese disbursement account.......

$9,327.24

DISBURSEMENTS,

Marvyn' Scudder, Contraetual oo secsos oo e eeeas [ $5,000.00
J..B. Lyon Company, Printieg, etc. . 877160.GD
Josephine Renny, Clexk .. ... . 102.52
Mary F‘._Bilﬂer, Clerk 74.02
New York Telephone Company ... - 27,00
Marvyn Scudder, Pestale e et 184.75
Americenn Railway Express Company, Transpar‘tatwn . 219.85
George G. Champlin, Proofreader ...oviovvoiecovcerencacer camnes 29.60

$9,327.24

JESSE 8, PHILLIPS,
Chairman.

Chairman Donaldson: You have heard the repert of the Com-
mittee on Valuations. If there are no objections it will be accepted.

Commissioner Button: There is another matter that I would
like to bring up and have referred to the Commitiee on Workmen’s
Compensation. It seems that some of the states have allowed
some of the mitual companies that desired to declare a 30 per cent
dividené to make a surcharge in order to declare this dividend.
There is no uniformity about it. Some states do not allow it and
gonie de and application is being made now to seme of the states
to allow this surcharge in order that they may continue to declare
a 80 per-cent dividend. The question is what should be the policy
of the Convention on that and I am going to agk that this matter be
referred to the Commitiee on Workmen’s Compensation.

Commissioner Phillips: Mr. President, I think that is an jm-
portant matier and it should go to the Committee and there shouid
be ,some.umformlty of action. Personally I see no reason why, if
theze companies want to pay a dividend, they should place a sur-
¢harge on certain states. I think that that works to the disadvant-
age: cf the citizens of that state, because, for instance, New York
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has no control over a Pennsylvania company operating in New York
paying dividends, and I assume that Pennsylvania hzs no control
over dividends paid by a New York company dperating in Pennsyl-
vania. 1 think it is 2 very important questicn and that it should
receive some uniferm action by the Convention and the Committee:
should be prepared to report at the December meeting. :

I move that this will be referred to the Commitiee on Workmen’ s
Compensation.

The motion was seconded and carried.

Convmizsioner Hobbs: Mr. Chairman, I would like to make one
statement in regard to the contributions from the various members
of the Convention to the Book on Valuations.

I think it will be obvious in hearing the report read that by far
the greater part of the expense is horne by the state of New York,
not only in absorbing the amount necessary to c¢lose the accound
amounting to three thousand odd dollars, but alse furnishing con-
siderable help, clerical and otherwise, in the preparation of reports
which [ am informed amounts to abont six thousand more. T hope
that the members of the Convention will make their contributions
to this most important part of the Convention’s work with an idea
as to what their just and equitable proportion of that expense is.
The state of Massachusgetts has borne its share. 1 have nven
informed them to increase my allotment. I think that if the other
states can by any possible means squeeze out of their siate legisla-
tures an additional aliowance towards this purpose that it would
be enly just to the state of New York, which we all know is poor,

Chotrman Donaldson: We will now take up the regular pro-
gram,

It is a great pleasure to introduce the Hon. Burten Mansfi:ld,
former Fresident of the Convention, who has a warm place in
our affection. He will read a papor on “State Insurance.”

Commdssioner Mansfield: M. Pregident, Ladies and Gentlemen:
Since coming to Louisville I have iaken the Hberty of adding =
very short prelude to the paper which 1 have prepared and I am
sure that the gentlemen who are to discuss the paper who have
not seen it will have no objections. It is only a few lines.

Mr. Mansfield read his paper. (To be found in Appendix.}

Chawrman Donaldson: Mr. Mansfield’s most interesting paper

will be discussed first by the Hon, T. M. Henry, of Misgiesippi.
{Applauge.)

Commissioner Henry: Mr, President and Gentlemen: I desire
to say that until I reached Louisviile I had no opporiunity of
examining the very interesting paper just delivered by my good
friend Mr. Mansfield. It was handed me scon after my arrival.
It is not necessary for me to tell you that we have been go busily
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engaged with some more important matters than the discussion of
a-subject that is not dead becanse it never lived, that T have had
no opportunity of giving any thought to this subiect.

It is not necessary, I presume, for me to tell you that I am
opposed to any proposition looking to state insurance of any kind
whatsoever. My experience with the state governments has been,
and i my opinion it has perhaps been the experience of some of
you gentlemen, if not the most of you, that they have their hands
pretty full with matters that are now placed upon them, and until
somie of these departments move creditahly discharge those duties
than some of them appear to have done in the past, I shall be
opposed to loading them up with any more duties.

‘We have had some insurance guestions down our way. There
iy one- guestion that has consumed mest of the thought of the
people generally and a great deal of the time of the courts, That
ig & burning question and until it is settled T don’t believe that I
care to so deeply coneern myself about a subject that is so dead
that I am afraid even my good friend Mr. Mansfield there will
be unable to inlfect the least show of life into its realms.

There ave so many reasons why I am opposed to state insurance,
not only the compensation kind but all other kinds, that I am
fearful if I would undertake to even mention a few of them that
my time would be cxtended to such an extent that you would not
have time to make this great trip to Lexington and the blue-grass
region, g0 I am only going to say to you that in my opinion there
are enough monopelics under present conditions. T believe in the
right kind of monopolies. T think that corporations and monopolies
of certain kinds are of great benefit to the people, but I do not
believe in it so strongly that [ am in favor of the states engaging
in the business, and until I have more infermation on this subject
than I now possess or than is contazined in those most interesting
papers—there have been few papers read here that surpass the
one_just vead, but when it comes to being practical in the way of
showing or convincing any one that state insurance is at least a
live question or open to discussion, I think you will all agree with
me it has net had that effect. In. fact, he announces himgelf in
the firgt part of his paper and in the last of it as being opposed
to it.

{ am rambling arcund here, gentlemen, a geod while but I feel
that etiough has been said, and the next time you invite me io
discuss a guestion I want it to be one that at least has enough life
in it'to die. (Applause.)

i -'Chm'm(m Donaldsor: Owing to the indisposition of the Hon,
Thos:J. Keating, of Maryiand, there will be but one other diseus-
givn, and none could handle this subject and none will be able
to handle it better than Jesse S. Phillips, of New York. (Applause.)
My, Phillips: Mr. President and Members of the Convention: I
Friid myself so much in accord both with the paper which has been
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read by Mr, Mansfield and with the discussion of Commissioner
Henry, of Mississippi, that there isn’t very much left for me to
say. I do not understand that Mr. Mansfield is an advocate of
state insurance. He has simply called our attention to some of the
reasons why state insursnce has been advocated, and also zalled
attention to eertain matters of progress in which our government
has materially changed since it was originally constituted.

As Mr, Mansfield has well said, government is doing things today
that not very many vears ago would have been considered un-
American, and not in accord with the fundamental prineiples upon
which our government was founded. I believe that our government
has gone altogether too far and has gone far afield frem the
‘original conception of our American idca of government, and there
are causes for it. I do not have very much fear that this country
of ours, or this nation, will in the very near future provide for
all kinds of state insurance, aithough there are certain groups of
people who are advocating it. It is unnecessary for me to say, I
think I have szid it in several public niterances, that I am unalter-
ably opposed to state insurance or 10 the government engaging in
any business venture (applause), and in that respect | find myself
in aceord with the alleged recent utterance of a distinguished
statesman who said “that there should be less government in
business and more business in government.” (Applause.)

This idea of the state’s engaging in business, furnishing in-
surance, operating raiircads and other business enterpriges, is not
an American idea. It is purely European; it orviginated with the
autocratic governments of Europe where the individuals or ihe
subjects have scarcely anything to say about the manner in which
their government shall be conducted, and from those autocratic
sources has come this idea of government engaging in business.

It is unnecessary for me to tell you that our government is not
properly constituted to conduct a business, it was not originated
for that purpose, and whenever {I don’t care what state it is), any
state undertakes to engage in business, it has been demonstrated
that that business cannot be conducted as econgmically as it can
be conducted by private enterprise, and 1 think it has heen sufli-
ciently demonstrated that the service is not as good.

Take, for example, the various business enterprises that have
been conducted, we will say, by the Hurcpean countries, if you
have given any thought to the question whatever. Take, for
instance, the operation of the railwaye:; vou know there is not a
governmental operated rafiway in all Europe which gives %o ‘the
pecple as high standard of service for the same cost that the
American railways have given to the pecple of this eountry. There
is not a single goveinmental operated railway in Europe but where
the freight rates and the passenger rates are greately in excess

of the freight rates and passenger rates of our American gperated
railways.
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Take the different insurance enterprises, if vou have given any
thought to it, and you will find there that safe insurance protection
is not being furnished to the subjects of those countries as cheaply
as in this country of curs.

Our people, for some reason, will not patronize a governmental
business. The irouble is in this country we mistake the welfare
of all the people, and we listen too frequently to the appeal ef
certain groups—that is what the trouble is today (applause), and
those groups of people make noige enovugh until it is mistaken as
the voice of the majority of the people, and the first thing you
know you have some half-baked legislation in the various states
as the result of the agitation of these groups, and it is not the will
of the majority ¢f the people, and brings disaster to osur institutions.
(Applause.)

Now, something was said hore the other day in relation to this
question—I think it was in the paper written by the Commissioner
of North Dakcta, read by his Deputly, and I regret that he is not
here, but I hope that he will not take it an offense when 1 personally
say | am not very strong for the North Dakota idea. He cited
hail insurance. Well, you know how the government operates or
the state operates its hall insurance system. As I understand it,
every owner of tiilable land in that state iz compelled to make his
contribution to that ingurance whether he wants the protection or
rot. In other words, as I understand it (and if I am not correct
in this I hope my friend from North Daketa will correct me), the
initial payment in that hail insurance is made by every citizen of
the state or every owner of tillable land in the state, and then, of
course, he can withdraw, and the balance iz paid by an assessment
on those who care to remain in and receive the benefit of the
insurance protection, but the contributions of those who withdraw
are held in the fund. My friends, how long do you think a stock
or a mutual company would operate in the state of North Dakota,
if they gave to the insured & warrant which might be payable
a year or two years after its date? T am reliably informed that
the great state of North Dakota, under this fund, owes approxi-
mately tweo and a haif million dollars of unpaid insurance fox
whick the policy-holders hold the warrants of the state which may
be paid some time in the future, with no assurance that they over
will be paid. How long do you think a stock or a ymutual company
can operate in that manner? So much for that hail ingurance,

There you have the state engaged in business in North Dakota,
1 understand that recently that state ventured in the business of
establishing a flour mill. The flour mill is wrecked. It also went
into the packing business; that is in the hands of a receiver. It
also organized a siate bank, and under the control of the govern-
ment directed all the public deposits in the various municipalities
of the state, and that system has practically wrecked every bank
in that state. There we have a living example of what happens
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when the state engages in a purely business venture, and I think
that the people of this ecountry are not prepared to adopt those
false, impractical and un-American policies.

Something was said here this morning (I think it was in Corn-
missioner Mansfield’s paper}, about Wisconsin, “Fiasco,” he called
it. That is what it was. Wisconsin has a life fund in operation
there, inaugurated years azo I believe, and they have less than
five hundred policy-holders, and why? Because the citizens do not
want to take insurance where it is operated by the state, and, as
I andersiand it, the eutire expense of that fund is supposed to be
paid from the fund itself. FEvery citizen has a right to apply for
life insuranee, and yet in that great state of Wisconsin, there are
less than five hundred policy-holders. My friends, the trouble is
with the government operating business it never can be successful
unless 2 congiderable portien of the operating expense of that
business is paid from the public treasury, and that is the reason
why you have groups clamoring for the state or municipality
engaging in business. Why in the great city of New York a few
vears age, and the clamor ig still there, they wanted the city %o
establish markets and to furnish food and deliver it to the indivi-
duzls. Why, of course, if the great city of New York, which is
now staggering under a public debt of I don’t know how many
billions of dollars—nearly two billions I am told—is willing to pay
the operating expenses and all that, the consumer paying just the
first cost, the consumer is going to receive the commodity at a
lower price, and so it is with the guestion of insurance—if the staie
ig going to pay from the public treasury the expenses for operating
it, perhaps the citizen would reeeive his protection at a less price,
although I doubt it.

The time has come in this eountry of ours when the people must
stop listening to certain groups; these groups are clamoring for
legislation of all sorts. Every time there is a little trouble they
appeal to the Legislature, then unfortunately (I don't know whether
you have them in this section of the country or in the West, but
we have them in our section), these (I call them high-brow groups),
organizations maintained by people of wealth, who made their
weaith in the years gone by under very gquestionzble methods and
left millions perhaps to their widows—some great manufacturer
who ground down his laborer to the very last notch and made
tremendous profits and left it to his widow, and she using i$ for
all sorts of uplift purposes—are trying to cbiain legislation for
the public welfare. These groups of people maintaining paid
secretaries and officers go to the Legislature with a hand-made
bill, deliver it to the Legisiatureand say, “Here it is, this will cure
zll the evils at which the bill is divected.”

We have an organization, and I hesitate to refer to it—it is the
Anti-Saloon League. You know what the Anti-Saloon League did,
vou know the methods in which they operate, and although I am
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not a prohibitionist {langhter), I believe that for the public welfare
at least, it is 2 good thing for our country and for cur people that
the saloon has been eliminated, Nevertheless, I believe it would
have been better for the future of our republic if they had abolished
that without amending the fundamental law of the Jand.

I have already taken more than my five minutes. I thank you

for listening to me, and I think that you are convinced at least

_ that I am in accord with Commissioners Mansfield and Henry, and
that I, teo, am opposed to state insurance. {Applause,)
Second Vice-President Whitman then tock the Chair,

Choirmoan Whitman: Gentlemen of the Cenvention, the next
number on the program is the paper by Commissioner Thomas B.

Denaldsen, of Pennsylvania, the subject heing, “Licensing of Publie
Claim Adjusters.”

Commuassioner Donaldsen: Mr. Chairman and Gentlemen, I want
to precede the reading of this paper by stating that it refers to
the public adjustors of fire losses in the city of Philadelphia. I
am not going to try to cover the entire world here. The paper will
sgem very unnatural to vou perhaps. One section ef it says in a
few words that I don't care a snap of my finger how much profit
“the fire insurance company makes if it gives the American people
“the coverage it is entitled to. Whether or not the discussors in
~favor are going to take that as a thesis I don’t know. I hope they
“won't. If they want te go to the matl with me on that proposition

I will be very glad to stage a formal bout. I prefer to have them
diseuss the question of the public adjuster as a mecessity or as a
beneficiary or a menace,
© Mr. Donaldson then read his paper. ( To be found in the Ap-
pendix. )

Chairman Whitman: The discussion will be led by Hon. Earl
Wilson, Commissioner of Colorado. (Applanse.)

Commassioner Wilson:

Mr. President:

The very excellent paper just read by the Tommissioner from Pennsylvania
touches upon a subject that has mot, to my mind, been given proper congideration
at any time, that subject being the guestion of losses and loss adjustments.

Mozt of us are pot se much interested in the puble adjuster because ‘this;
nuisance oniy thrivee in states having large centers of population, and particularly,
as the Commissioner has pointed out, large centers of foreign population. In
myv state theve is mo such thing as = public adjuster apd I hope there never
will be, One individual tried it several years ago in Denver, but he did not
have any luek and scon closed wp shep.

There is updoubtedly & very large addition to the annual loss record shown
by the fire companies through the payment of excess losses influenced by these
public adjusters, and, as the Commissioner has pointed out, at least winked at
by an ocessional avaricious broker or agent. I am inclined to agree that this
situation is largely dae to the failure of the companies to properly recognize the
evil gnd combat it, and yes, as the Commissioner has also peinted out, this lack
of setion seems to be due to timidity of the companies in fighting what they
know to be abzolutely wrong.

T might remark, while passing, that I think this theidity is due to the attitnde
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that stil} seems to exist om the part of a number of company executives that the
last man in the world that they ought to have any buginess with and the one
man in the world that their field representatives should not under any ciroum-
stances-come in coniact with, is the Commissioner of Insurance. I do not know
why this attitude exists, but it nevertheless appears to be a fact.

I am nol sq sure that all of the suggestions that the Commissioner has made
ean be carried out because it is sometimes diffcult for a company adjuster, an
independant adjuster or an adjustment board representative to pet on the ground
immediately after a fire. I am safisfied, however, that it is the less that sceurs
after the fire that adds very largely o the annual loss figures. This after-the.fire
loss is sometimes caused through ignorance, herause I think we zll know, par-
cicularly In the smaller towns, there js salways come busy-body to advise the
elaimant that under ne eircumstances must he touch anything until the adjuster
arrives. Why this pest should be listened to iz not apparent, but he seems to
<onfuse a fire with a murder and that the coroner must be present beforve anything
can be done. It seems to me that if local apgents who are supposed to know their
buziness, would make it & point o advise these people who have losses to take
care of their property after a2 five, as the poliey provides they shall da, mueh of
this ioss might be saved.

There can be ne legitimate field for the public adjuster, as [ gee it. On the
other hand, I do not see how he can be legally prevented from attempiing to do
businesgs, This being the case, I bheartily agree that the remedy suggested by
the author of this very excellent paper, namely: that license under the strictest
possible condition is the only available influence that can be made use of, and
1 believe it is the duty of this Convéntion to support the Commissioner in any
line of action that he may suggest, as he has evidently given this subject a great
deal of carefn) study and will undoubtedly work out a solution.

Chairman Whitman: The paper will be further discussed by
Hen. Thes. 8. McMurray, Jr., of Indiana, ’

Commissioner McMurray:
Myr. President:

I have listenmed with interest to the valuable paper of the Commissioner from
Pennsylvania on the vexatious question of public claim adjusters. The indictment
he returns is indeed a severe gne, bhut to those of us who are familiar with the
conditions in Philadelphia, it was only to be expected. Pennsylvania is not alone
in her troubles along this line. While cenditions there have been comsiderably
worse than in other sections of the country, all of us have faced and are now
facing {he same problem in a2 milder form. The enactment of a statute by our
sister state, providing for the licensing of public claim adjusters, is a forward
step and one of the most important ones that conid be taken to stamp out this
evil, and the other states should not bhe slow to follow her lead and profit from
her experience. I can see no. pood reason for the licensing of the companies
themselves and their agents who produce the business, and then give the adjuster
u free hand in his imporviant station. Ts it not of as much importance to the
varions states to see that this question of moneys paid o palicy-holders shall be
fairly arnd honestly made, as it is to see that all income is properly accounted for?

I de mot doubt that the Commissioner from Pennsylvania will find that he has
a fight on his bands, indead, he tells us that he is already in court, for he is
interfering with 2 very luerative business whith will not be readily surrendered.
The most serious side of this guestion, to my mind, is the apathy of the home
office. What is the trouble? Can there be any branch of the business of more
importance?

The guestion of loss adjustment is ene that has given the companies as muck
trouble as any other part of their buginess. Agencies that do a Iarge budiness
appeal to their companies for a liberal seitiement, and the companies, having
in mind the large volume of premium that they are receiving from . this -agency
or broker, ag the case may be, and the possibility of the Joss of this ineoine;. if
« settlement is not made, satisfactory to the agent, are strongly inclined ito. pérmit
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the agency te dictate the terms. However, crooked adjustments cannot be carried
out by the public claim adjuster alone. He must have an accompiice. JIn most
locations, at the present time, the companies virtuslly own the adjustment
bureaus, which have been established, so they tell us, to reduce the cost of
settling losses. This effort ¢ held down this expense is sericus business, and
the conditions thereby created are similar to these in many of owr banking
institutions where men handlitig large sums of money "are greatly underpaid,
Tempiations sre strong. If the companies would not try to keep the cost of
zdfnstments so low, and would pay their adjnsters adequate galaries, part of
your evils, and a iarge part of them to my mind, would be cured. Wherever
you find a crocked adjuster for the assured, you are sure to find a crooked
adjuster for the company, for it always takes some one else beside the public
adjuster to put across & questionable claim.

It seems to me that both the state departments and fhe companies must pay
‘more attention to losses and mnat criticise sr be cyiticised for the expenses which
are incarred by the adjustment bureaus.

I am heartily in zccord with any fair wmethod that will stamp cut evil complained
of, but I {ake issue with the Commissioner in hiy statement that he “does net
care a rap how much money the company makes, so long as it pays its losses.”
3 am willing, ves anxious, that the compapiez shall make a fair and just return
on the capital invested in their business, with due consideration for the hazards
to which the business is subjected, but I do object most seriously te a free range
in the matter of rates, especially as it iz handled today. There iz not one
company oOfficial in % hundred that can give you or me a satisfactory answer
on the matter of schedule rating. The only answer they give is that losses are
szbout so ruch, the expense of the business is sbout se much, and the profit
should be se much. If the companies were one half as scientific in the matter
of ‘less adjustments, as they are in the matter of rates, thiz subject would not he
undeér discussion here todag. and the comyplaints te reach your office and mine
would be few and far between., Vast sums are spent for rating, while, in the
matter of setiling claims, the home office pafs itself on the back, because they
have kept the cost down to one qmu;ter of 1 per cent.

This guestion is indeed a serious one for us all. We have heard today how
deep seated this evil may become if ailowed to go unchecked. The alarm has
been sounded, and if we permit the conditicns that have existed in Philadeiphia,
to thrive in our respective localities, the blame will be ours and ours alene, and
I assure vou that the Indiana department will not lag behind in the effort to
secure the enactment of a statute providing for the licensing of public elaim
adjusters,

Chairman Whitman: The paper will be further discussed by
Hon. Philip H. Wilkour, Commissioner of Rhode Island.

Commissioner Wilbour: Mr. President and Gentlcmen of the
Convention: Inasmuch as the American people are subjected to
a very distressing orgy of taxation, I fail to commit myself to
further any more additional taxation now. If yen tax insurance
adjusters, it means a cost to the corporation or to the partnership
or to the individual. We have to draw the line somewhere. I, for
one, am going to begin right here and say no. A man-made law
is not infallible. We don’t want to conflict with the Divine in any
way, shape or form. I am going to allow myself to take the oppor-
tunity and quote the law of God Almighty as the gentleman from
Connecticut did: “For I saith unto you, take no thought for ihe
morrow what ye shall eat, or what ye shall drink, or wherewithal
ye zhall be clothed.” Now we den't want to interfere with that
in any way, shape or form. When we are violating thal mandate
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of His we are in error. What man among our millions of citizens
but what has got to take thought ¢f a square meal for fomorrow?
Qutside of Louisville if you take a drink it is a serious $hought,
it means a fine or jail or both, or perhaps sudden death. (Laughter.)
“Or wherewithal shall ye be clothed.” I commend the good common
sense of the better half of the American citizenship. They, sc far
as apparel is concerned, are exerciging the most rigid and delightful
ceonomy., {Laughter.) And there again the other haif have got
to take great thought for the morrow.

I thank you. {Laughter and applause.)

Viee-President Donaldson resumed the Chair.

Chairman Denaldson: Is there anything further?

My, Whitman: 1 move we adjourn,

The motion was seconded and carried and the meeting adjourned
at 12:10 o'clock.

FRIDAY MORNING SESSION.

The meeting convened at 11 o¢'clock, Vice-President Donaldson
presiding,
Chawrman Doenaldson: <Communications and reports.

The Secvetory: 1 have the report of the Auditing Committee
on the accounts of the Secretary-Treasurer.

“Your Cemmittee appointed to audit the accounts of the Secre-
tary-Treasurer of the National Convention of Insurance Commis-
sioners, from August 18, 1920 to September 1, 1921, have performed
their duty and find the same correct.

“Signed,
“d. D. APPLETON
S, W. MeCULLOCH
THOS. F, TARBELL.”

Conwumissioner Savage: 1 have a report from the Fraternal
Committee.

To the National Convention of Insurance Commissioners:

“Your Fraternal Committee to whom was referred the bill known
as the Richmond Bill providing minimum rates of contribution on
certificates issued after January I, 1925, and segregation of
accumulations on such certificates beg leave to report that it -has
had the same under consideration and recommend that the -bill
herele attached be recommended to the state legislatives for
adoption, Lo

“A. C. SAVAGE, Chairman.”
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A Bl

Providing Minimum Rates of Contribution on Certificates lssued Afier January 1,
1925, and Segregation of Required Accumulations on Such Cerlificates,

{Titleé and enacting eclanse to be in nccordance with the legidlative practice in
edch State,) '

“Beetion 1. Ne fraternal benefit society, demestic or foreign, from and after
the first day of Jaounary, 1925, shall issue ceriificates of membership, or be
licensed to transzct business in fhis State, which does not show in ils certitcates
{ssued subsequently to the first day of January, 1925, or in its constitation and
laws, that it is charging and collecting rates of contribution not lower than rates
derived from the National Fratermal Congress Table of Mortality, as adonted
by the National Fraternal Congress, August 28, 1890, and with interest assumption
not higher than four per centum ver annum;: or, at the opiion of the soclety,
any hizher mortality table or lower interest rate may be employed: or at its
optien, it may use contribution rates derived from a table based upon the soriety’s
own mortality experience of at least twenty vears and covering mot less than
cne hundred thousand insured lives, with interest assumption wnot higher fthan
four per centum per annum; provided that, where combined contributions are
uzed by any society for both death and permanent total disability benefits, the
rates of contribution must be derived from iables based upon reliable combined
mortality and permanent total disability experience, and in suech case, separation
of the mortuary and permarpent total disability funds shall not he required
Nothing herein contained, nor contained in the laws of this State regulating
fraternal benefit societies, shall be construed or operate %o prevent provisions
being incorporated in certificates of membership, or in the constitotions and
laws of such fraternal benefit. sovieties, whereby regular henefit contributions
and protection are limited to designated periods or whereby contributions are
Jimited to designated periods; or whereby the rate of contribution is to remain
level for a less terma of vears than the duration of the promise to pay benefits;
or whersby the rate of contribution is level for a less term of years bhan the
possible duration of the contraet, if such contract provides for a definite and
stated vate of coniribution bepinning at a fixed date or dates subseguently to
the date of the certificate of membership and contemporary with the date or
dates at whick the preceding rates of contribution terminate,

“Section 2, Ewvery such fraternal benefit society on certificates of membership
issued subsequently to Jznuary 1, 1925, shall maintain the accumulation required
by the standards of mortality and interest emploved for cemputing rafes of
contribution, and the said required sccumulstion and necessary aceretions thereon
shall be kept separate and independent of the cther funds of the society ard
shall not he lizble for, nor used for, the pavment of the debis or obligations of
the society other than those incurred on account of the certificates for the integrity
of which such accumaulation is maintained, provided, that any such society may
eémploy mortality and interest assumptions which will produce redundant con-
tribution rates in excess of the tabular rates necessary tc provide for the
accumulation reguired to maintazin the inteprity of the adequate rate certificates
as determived by valnation on any standard of mortality and interest authorized
in Section one of this act, when such authorized standard of mortality and
interest assumptions is not mere favorable than the average actual experience
of fle society during the Iast five years preceding the annual velustion for the
determaination of said reguired accumulation; and provided that any such society
may -make additions to ite adeguate tabular rates of coniribution: and provided
further that any such society may, at its election, use the present valve of the
redundant or excess or additions or increases over the net tabular rates to provide
“for claims and required accumulation for the purpose of inmcreasing the present
valne of the vates of members with deficient contributions, such inerease not to
exceed the degree of technical or valuation selvency.

“ATY dociety that has issued certificates before Janmuary 1, 1925, and prier to
the passage of this act, on which it is charging and collesting rates of contribution
not lower than the rates required in Section one hereof, likewise may segregate
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the accumulation reguired to be maintained on such certificates ; provided, there
also is a segrewation of the acewmulation required on all certificates issued after
the passage of this aet. )

“The separation and segregstion of required ascumulation for certificztes on
adequate rates of contribution as herein provided ehali continue to bé made unti!
the society can show that it is creating and maintaining the accumulation
required on its certificates tsken as a whole, as determined by valuaztion made in
aceord with provigions and standards of wvaluztion aDDlicahle under the laws
of this state.

“The provisions for the segrepation of required azceawnulation, herembefore
set forth, shall not be construed s¢ 29 to reguire a segregation of the certificates
issted prior to Janusry 1, 1925, ner ss a elassification of the general membérship,
nor the separation thereof into d[stinct societies or entities, mor shall prevent
any such society from establishing commen mortuary or benefit and common
expense funds. Any such fraternal benefit society, order or association having
an actual surplus over and above the amount necessary for payment of claims
and for required accumulation may use such surplus as may be preseribed and
in the manner provided in ifs constitution and laws, or by its supreme legislative
or govering body, anyibing in the laws of this state regulating fraternal benefit
societies, orders or associations to the contrary notwithstanding.

“Section 3. The term ‘reguired =accurculaticn’ as used in this act shali be
comstrued to mean the excess of the present value of the promised benefits over
the presant value of the future net coniributions, ’

“Bection 4. Nothing contained in thie Act shall be construed to affoet or
apply te Societies which limii their membership to any one hazardous occupation.
All acts and parts of acts inconsistent with this act are hereby repealed.

Chodrman Donaldson: The Conventionn has heard the rapnrt of
the Fraternal Committee. Those in favor of its adoplion will say
“Aye.” It is carried.

Commissioner Button: I have the report of the sub-committee
of Laws and Legislation to which was referred the subject of
qualificatior for license of ingurance agents.

The Secretary read the report as follows:

September 29, 1921
To the Commitiee on Laws and Legislation:
Your sub-commitiee hep leave to report as follows:

We subtuit herewith a printed draft of = propoesed uniform law .for licensing
insurance agents which has been agreed upon by the National Associzfion of
lusurance Agents and the Nationsl Board of Fire Underwriters and by the
sub-committees, and which, in the opinion of your sub-committee, is n compilation
worth while submitting to all the states, after adoption by the convention.

The proposed licensure plan is radical, but commendably so, in two important
features. First: {See Section 3) the eandidate spplies direet to the Imsirance
Commissioner for his license; and (See Section 4), he is te be subjected to
wersonal examination. Second: (See Section 3}, bui one icense js issued annuaily.
That is to say, the single state license qualifies the mar to represent any and all
recognized companies, The companies are required to advise the. departreents of
the nmames of all agents appeinted by the companies, but department licenses
for agents are noi issued fo companies or in name of companies, or upon reguest
of companies.

Respectfully submitied by

THOMAS B, DONALDSON, Cha.irman
JOSEPH BUTTON, g
JAMES F. RAMEY,
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An Act Relating te the Qualifieation and Livensing of Insurance Agents.
Be'it enacted by the General Assembly of the state of oo
Section 1. An insurance agent is hereby defined to be an individual suthorized

in writing, by any insurer lawfully qualified toc transact business in this state, to
sclicit, negotinte or effect contracts of insurance, surety or indemnity on behalf of
any insurer; or any member of a co-partnership or asscciation, er any stock-
holder, officer or agent of & corperation, desiring te solieft, nerotiate or effact
insurance, indemnity or surety contracts, where said co-parinership, association
or corporation heolds & direct agency appointmeni from any insurer. A}l such
agents shali thereby become liable to all the duties, requivements, liabilities ang
penalties herein provided. This Act shall not apply to any executive or travelling
salaried empleyee of any such insurer,

Section 2. Any insurer authorized by law to transact business within this
state, shall from time to time certify to the Insurance Commissioner the names of
ali agents appointed by it or them to sclieit, negotiate or effect contracts of
ingurance, indemnity or surety in this state.

Section 3. Any person desiving as agent to engage in the insursnce business,
as herein set out, shall first apply to the Ingarance Commissioner of this state
in the marner hereinafier prescribed, for an insursnce agent's license, anthorizing
such agent to engage in and transact such Dbusiness. The apolicant for such.
license shail file with the Insurance Commissioner his or her written application
for a Hcense aunthorizing him or her to engage in the general insurance business
or any special line thereef which may lawfully be written in this siate; and the
applicant shall make sworn sunswers to sueh interrogatories as the ¥nsurance
Commissioner may require on uniform forms and supplements prepared by him,
which answers shall be vouched for by an official or representative of any insurer
lawfully aothorized to transact business in this state, or by a licensed insurance:
agent of this state, setting forth:

{a} That the applicant Is persenally known to himi

{d) That the applicant has had experience or instructien in the genergl or

some mentioned special iines of insurance, surety or indemnity coverage:

{e} That the applicant is of gcod business reputation and is worthy of a

license,

Section 4. It shall be the duty of the Insurance Commissioner, or his deputy, or
any person he may designate to represént him, to subject each applicant for
Heense to examination as o kis or her qualifications fo aet as such agent, and
when the Insurance Commissioner is satisfied that the applicant is of good business
reputation and has had expétrience or training, or is otherwize qualified in said
respective Hnes of insurance, and i reasonably familizr with the insurance laws
of this state, and with the provisions, terms and conditions of the policies or
contrasts he or she is proposing to sclicit, negotiate or effect, the Ingarance
Commissioner shall issue to the applicant ap Insurance Agent’s License to transact
business in this state. Such license shall expire annually on. ...,
uniéss pooner revoked foir eause by the Insurance Commissioner, The fee to be
paid to the Insurance Commissioner for each leense issued shall be §...

Seetion 5. The Insursnce Commmissioner after twenty days notice of his inten-
tion so to do, given in writing to the agent and the company or companies.
represerted by him or her, shall have the right to reveke any license in the
event that investigation by him discloses the fact that it was obiained by fraud,
or misrepresentation, or in the event that the interests of the insurer or the
insurable interests of the public are not properly served under said license. The
Insurance Commissioner shall alse have the right after like notice, as above set
forth, to suspend any license for cause,

‘Within thirty days afier the revoeation, suspension or refusal te license, the
the ‘person aggrieved shalli have the right to petition any court of record of the
cotlnty Wherein the spplcant resides, to reguire sald Insuranee Commissioner to
ghow sause why the license should not be reinstated or issued. .

Section -6, It shall be unlawful for any person, without conforming to the
provisions of -this Aet %o represent himeelf or herself to he the agent of any
insirer, or, ‘as sgent, to solicii, negotiste or effect any contracis of insurance,
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indemmnity or surety, or renewal thevesf, or to attempt to effect the same on
persons, property, or insurable business activities or interests, located within, or
transacted within this state.

Section 7. Any person violating any of the provisions of this Aci, shall on
econviction, be fined not less than $.ceveeovveeo.. DOr more than 3 ... for
each offense.

Section 8. All laws or parts of laws in conflict herewith are hereby repeaied.

Chatrman Dongldson: The report will be referred to the Com-
mittee on Laws and Legislation for its consideration,

Comanissioner Phillips: 1 have the report of the Executive Com-
mittee on the report of the Committee on Blanks.

September 29, 1921,
To the National Convention of Ineurance Commissiopers:

The Commitiee on Blanks, through its Chelrman, presented the atiached report
from the sub-commitize on fraternal blanks in matter of revised fraternal valua-
tion reporf, presented by szuch committee in accordance with action of the
Committee Blanks taken at the May meeting, 1921, referred to in the report
of the Committee on Blanks date May 20, 1521, and approved by the Executive
Committee, June 27, 1921. (Prinied report, page 27.}

The Executive Committe accepts this report of the sub-committes, dated
Seplember 20, 1921, recommends that it be printed in the proceedings of this
convention and instructs the Committee on Blanks to have the amended valuation
report blank printed and furnished ali fraternal soeieties 30 as o carry out the
suggestion made that every opportunity be given for a full expression of opinion
on the part of all interested prior to the adoption of the bhlank to be used for
the returns of tha year 1922,

JESSE 3, PHILLIPS,

Chairman.

Albany, N, Y., Ssptember 20, 1321,

REPORT OF THE SUB-COMMITTEE ON FRATERMNAL BLANKS 1O THE
COMMITITEE ON BLANKS OF THE NATIONAL CONVENTION OF IN-
SURANCE COMMISSIONERS. RE: AMENDMENTS T0 THE FRATERNAL
VALUATION REPORT BLANK.

PRELIMINARY STATEMENT,

In May, 1921, the MNational Convention of Insurance Commissioners Committee
on Blanks instructed the Sub-committee on Fraternal Blawvks (eriginally appointed
in May, 1819}, to give further consideration to the Fraternal Valvation Repors
Blank and to submit & report to the Chairman of the Committes on Blanks, at a
date prier to the annual conventisn of the Commissioners at Louisville, Kv., in
September, 1921, so that such report could then be acted upon by the Executive
Committee. If the report is adepted by the Executive Committee, it is planned
to have the amended Valuation Report Blank printed and furnished i all
Fraternal Societies, so that every upportunity may be given for a full expression
of opinion on the part of any and sll persons intevested in tihe amendments
prior to the final adoption of the blank to be used in comnection with the arnual
reporty for the year ending December 31, 1932,

Amendments to the Fraternal Valusation Report Blank,

The suggested amendments which follow are designed to carry into effect the
suggestions made in Sections A and B and the corresponding recommendations
contained in the “Report of the Sub-committee on Fraternal Blanmks to the Com-
mittee on Blanks of the National Convention of Insurance Commissioners re:
Revision of the Fraternal Valuation Report Biank,” dated May 17, 1920, as
adopted by the National Convention of Insurance Commissioness at their meeting
in New York City on December 8, 1520. The amendments refer to the Convention
Edition of the 1926 Fraternal Valuation Report Biank. The Section numbers
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s#f out helow refer to the numbers of the cérresponding items in the revised
blank,

4. Amend item 4 to read as follows:

if the laws of the society provide for the segregation and trusteeing of the
reserves or funds of any clsss or classes of certificates, a separate Valuation
Exhibit and “Form of explanation for publication” shkall be aitached to this
report in respect of each such class and be furnished to all members irrespective
of class, through the offieizl publication of the saciety or stherwise,

Do the laws of the society provide for the segremation and trusizeing of the
reserves or funds of apy class ov classes of certificates?

ADEWEL it o senene e otames avean oerns e et e et e+
jon to the Valuation Report.

Was such segregation and trusteeing of reserves or funds made in zeeordance
with, pursuant to, or under the express authority of, the ectatutes of any state?

ANIBWET oo ceam e e ren s cesns e e et e e Laes et e

If so, attach a copy of such provis

If =0, specify the state and give the reference te the particular stafutory
provisicn.
ANSWEY

The above amendment iz for the purpose of chtaining more complete information
with reference to the seprepation and trusteeing of the reserves or funds of any
class or classes of certificates.

5. Amend iterm 5 to read as follows:

The items of assets and liabilities must check with the corresponding items
in the Anoual Statement. These items of information shall be furanished by an
official of the society to the actuary or accountant wha shall inelude them in
the Valuation Exhibit.

"The above amendment is for the purpese of clarifying the statement,

Amend item 7 to read as follows:

In the determination of the ratio per cent of asseis to liabilities, according fo
the method of valuation preseribed by the Fraternal Insurance Law of the state
of , there must be eliminated the funds not available for
the paymant of future cialms under contracts of insurance and the "“hon-admitted
asgets” other than tertificate liens, loans and inierest thereon: provided that the
total of such indebtedness on any cerfifieate included in the statement of assets
shall not be greater than the exeess of the present value of the promised benefits
agver the present wvalue of the future vet contributions wuwnder said certificates,
as shown by the method of valuation assumed by the society, in accordance with
the laws of ihe state of . .

Have the above reguirements been compf;ed with ?

ANSWRY oo "

The revision of the Valuation Exhibit ma,kes the above amendment advisable.

11, Amend item 11 to read as fellows:
ilow many assessmenls were actually collected during each of the last five

years? Amnswer: .
i921 1520 1819 19iR 1917

Beath
DisAbility
Expense ..
Combined death, digability and expense .

12, Amend iem 12 to vead ms follows:

Date when the snéiety last changed the number of vegular assevsments to be
collected each year,

ANISTET o eonrsuesn eomssrees st meatessent s ah s e oomee - sayt e etreba e [

18, Amend itern 15 to read as follows:

Ave certificate liens or loans or premitm loans granfed?

Answer S
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If so, state conditions and amount of each c¢lass of lens or loans oui~
standing ...
Also state amount of Miens or loans cuistanding at eack rate of interest.......... .

I hereby certify fo the correctness of the foregeing BREWers and to the con'ee%-.
ness of items 29-35, 45-53, 6062 and 74-78 of the Valuation Exhibif. -
Signature
Offieial Title...cocvornrereernen
The revision of the Valuation Exkibit makes the above amendments advisabie.
17. Amernd item 17 to read as follows:

State the method of valuation used (whether level net premium, full preliminary"
terny, straight modified preliminary term, Ilinois Standard, ete.)

AADEWET oot ot it oo et chmegee s ob AR ety et

19-40. Strike out items 19 te 40, inclusive,

18, Add 2 new itere 19 to read as follows:

Have the negati{we reserves on individual certificates been eliminated from the
Valuation Exhikit?

B 0

What is the total amount of negative reserves on individual certificates?

ATEWED $eooreiceeieeeesirremsammas ecas sasmsransns svmsar
The term, '"Negative Reserve,” refers td the excess of the present value of the-
future net contribufions over the presenmt value of the promised benefits.

20-36. Amend the Assets side of the Valuation Exhibit. (Section 23-a Method)..
to read zs follows:
VYALUATION EXHIBIT,
{Bection 28-a Method—Basis other than Aceumnulation)
Assets—Actual and Contingent.
{Excluding Assets of Expense and Special Funds)

*20, FPresent mid-year value of future net contributions om following forms.
of tertificates:
¥, (B) death oely

#22. (b) death and digability

*23. {c) . corrmm e e sick and aceident

24, (d) .o et o e e et eman s e

*25.  {e)

*26. (f)

27 (g) ..

*28. - S—

20, Admitted Assets, per item 38, page 4, Annual Statement
(less liems, loans and interest thereon, if any, included
in Admitted Aseis} e R
30, Deduct assets not available for payment of death losses
(i. e, assets of expense and special funda):
8% ** General or expense funds ..o ..o I S
82, **Sick and aeccident funds (fill iz this item only when
the sick and accident benefits are net valued) ... . SN
32, ** Special funds (include all funds other than general or
experse funds not available for payment of bepefits)
34, Assets available for payment of death losses, item 29 -
less the sum of items 31, 32 and 33, above -
36, Assets—Actus! and Contingent, sum of items 28, and
34, above . i
** Include admitted “Non-Ledger” Assets.
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36-54. Amend the Liability side of the Valuation Exhibit (Section 23-a Method)
to read as follows:

VALUATION EXHIBIT.
(Section 23.a Method—Basis othexr than Aceumulation)
Assels--Actual and Contingent.
{Bxcluding Liabjifties of Expense and Special Funds.}

186, Present midyear value of promised benefits, or net tebular mid-year
vaiues, on following forms of certificates:
187. (a} .-Geath only §.....
138, () death ﬂnd disability
T30, (e} . ...vick and aceident,
$40, (d)
Hl. (e}
F2, () ..
8 (8) e
t44. Tatal L R
45. Deduet liens, loan: and interest thereon, not ineluded in
Admitted Assets, and not in excess of required reserves
on individusl certificates valued according te Section
28-a Method—Basis other than Accumulzation............ E S,
48, Balance, item 44 less item 45, above $
47. Total Liabilities, excent Reserve, page B, Annual
. Statement . s $.
48, lLiabilities of general or expense fands, page 5, Anmlal
Statement e e e nere s 3
49, Liabilities of sick and accident funds (fil] in this item
only when the sick and accident benefits are not valued},
page 5, Annual Statement ..o e - S
59, Liabilities of apecial funds (funds other than general or
expense funds not svailable for payment of benefits),
page 5, Annual StAatement ..o v ann S P
51. Liabilities of mertuary or benefit funds, item 47 less
sum of items 4B, 4% and 50, above .o E:
52, Exeess of labiiities of sick and aceldent fand when not
valued (item 49 above), over the balance in the cor-
responding fund {item 32 above).. R . | S—
53. Liabilities—Actual and Cont.mgent——sum cf 1tema 46
51 and 52, above.. e SR S, E: S
54, Ratic per ceat of Assets-—Actual and Contingent
(itern 85), to Liabilities — Actual and Contingent
64, Ratio per cent of Assets-—Actual and Contingent (item
{item 58}....commnn - Dec, 31,
Dec, 31,
Dec. 31,
Tree. 21,
Iree. 31,
56. Re-number item 41 to read item 55.
56. Re-number item 42 to read item 06,
37. Re-number iterr 43 to read item 57,
58. Re-number item 44 to read item 58,
59. Re-number item 45 to read item 5%.
60, Strike out items 46 to b5, inclusive.

50-62. Amend the Asset side of the Valunation Exhibit {“Accumulation Basiz™—
Seetion 25-b Method) to read as follows:

VALUATION EXEIRIT,
{“Accumulation Basis”—Section 23-b Method.)
Ausets—Actual and Contingent.
{Exciuding Assets of Expense and Special Funds)

40. Present mid-vear value of future net comtributions ¢n certificates
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valued according to Section 23-a Method—Basis other than Ac-

cumulation, per item 28, above. . .. e aeen . & -
§1. Add assets available for payment of death losses, per tiem 24, above
82, Assets—Actual and Contingent—sum of items 80 and 61, above ... Honn

§3-70. Amend the Linkility side of the Valuation Exhibit {(“Accumulation
Basis”—Section 23-b Method), to read as follows:
VALUATION EXHIBIT.
(“*Aceumulation Basis'—Section 23-b Methed.)
Liabilities—Aciual and Contingent,
{Excluding Liabilities of Expense and Special Funds.)
63. Funds apportioned as eredits on following forms of certificates:

84, fa) .. e endeath only  §
8. th} . .death and disability
88, fe) .. ceeemnBick and aceident
7. td)

48, fe}
89, {f) -
L et - E -
1. Total Apportioned Credils.......ocormiiiriniarnvnnes E- A
72. Present mid-vear value of promized benefits, or met

tabular mid-yvear values, on certificates valued according

to Section 28-a Method—Basis other than Accumulation,

Per 118 4, ADOVE ..o eeete e i s e e vt e mtnts canmann e aran e s e E SN
T3 ? Total, sum of items T1 and 72, above........o.. L S

4. Deduet liens, loans and intevest thereon, not included in
Admitted Assets, and not in excess of reguired reserves on
individual certificates valued according to Section 23-a
Method—Basis other than Accummlation ... .. ... -
5. Balance, itern 73 less item 74, above $...
76. Liabilities of meortuary or benefit funds, per item 51, above
7. Exeess of liabilities of expense, sick and accident and
special funds {items 48, 4% and 50, sbove} over the
balaniees corvesponding funds (items 31, 32 and 33, above)
corresponding funds (items 31, 32 and 23, above)..een.
78, Liabilities—Aciual and Contingent—sum of items 78,
76 and 77, sbove.. .
79. Ratio- per cent of Assets - Actual and Centingent
{itesn 62} to Liabilities — Actual and Contingent
fitem 7B} e DEE, 31, 1921
Dec. 31, 1920
Dec. 31, 1919,
Des, 21, 1918
Dec. 31, 1917....... .. A

88, Re-number itema 56 to read item 88, and amend the first sentefice to read
as followa:

This Valuation is made on the Accumulation basis and covers outstanding
certificates oviginally issued at contribution fates which were not computed upon
standard tables of mortality and rates of interest and whick thevefore were not
designed to provide tabular reserves,

Schedule A. Letfer the first seven horizontal lines (a), {bi, (e}, {4}, (e}, (f)
and (g) to correspond to the forms of certificates shown in the Valuatien Exhibit.
Instructions to Be Followed in Making Up the Valuation Report.

The fellowing instructions are suggested as being suitable for printing on the
back page of the Fraternal Valuation Report Blank. .
Instractions for Entering Data in the Fratermal Valuation Report Blank.

1. Each item in the biank should be carefully filled in, in accordance with the
information- yequired.
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2. All death losses of whatever nature should be included in acerved Jiabilities
in the Valuation Exhibit.

3. The present value of future extra assessments should be included as 2
part of the contingent assets only in the event that a specifle vuraber of ampunt
of sueh extra or additional assessments has been levied,

4. Tf the society has made a legal segregalion of the funds beiween the
various olasses of members, it should maie separate Valuation Exhibits for
such elasses, in addition to a vombined Valuation Exhibit, sc as lo more definitely
define the rights of the members in each eiass. It iz not necessary to make
cemplete separate Valuation Reports. The combined report should of course be
complete. In this connection complete informatian should be furnished in answer
to the guestions set oui in item 4 of the Valuation Report.

5. The liens, loans and interest thereon whick are secured by tabular reserves
er accumulations actually maintained on individual certificates should be treated as
a part of the admitted assets.

The situation is somewhat different as regards liens, loans and interest thereon
which are pot secuved in the abave manner.

Liens, leans and interest thereon not included as a part of the admitted assets
and not in excess of the required reserves on individual certificates should be
treated s & deduetion from the contingent ligbilities. This ie on the assumpticn
that the liens or loans provide for the payment of interest anvuslly or for
compound interest at & rate at least as high as that assumed in the valuation
of the certificate liabilities. In the case of liens and lcans which do not Dbear
interest or which bear interest at a rate less than that assumed in the valuation
of the certificate ilabilities, they should not be entered at their full face zwounts,
but showvid be entered only in the amounts of their actuarizl eguivalents, i, e,
the single premiums at current attained ages which would provide for insurance
equal in amount te the lens and interest thereon where such single premiums
are calculated on the same mortality and interest assumptions as used in the
valnation of the certificate liabilities,

In jten of following the plan ountlined above, 3 society may show the reserve
liahility for an amount of insurance egual to the face amount, less the insurance
purchased by the accumulated jien as a single premium at the eurrent attained
age. In this connection the rate of interest provided for in the liens must he
taken into consideration. . . If the lien does net bear interest, the reserve
liability may be caleulated on the net smount of insurance after dedueting the
amount of the lien.

6. The Valuation Exhibit is made up on the basis of excluding the expense,
sick and =aceident {(when the hemefits are not valued), and special funds (i.. e.,
funds other than general or expense funds not available for ihe payment of
bhenefits), from the Asset side and excluding the liabilities of such funds from the
Liability side,

If the sick and accident benefits are valued, both the assets and liabilities of
the sick and sccident fund should be included in the Valuation Exhibit. If sach
benefits are not valued, the assets and Hahkilities of the sick and accident fund
should be excluded from the Valuation Bxhibit, except that the excess of the
matured liabilities of such fund aver the balance in it, if any, should be inchided
as a parl of the liabilities of the movituary or benefit funds,

Borrowed money should be excluded from both the admitted assets and the
liabilities,

7. The ratic per cent of asseis {actual and contingent), to liabiiities (actual
and contingent), should be shown for December 31, 1917, which iz the basic date
for comparisen referred to in the valualtion sections of both the Mobile and
New. York Conference bills. The percantages should also be shown for the
eurrent and feour prier years. In mzking comparisons of the above percentages
of solvency between various years, the ratios for all vears showld, of course, be
calenlated on the same basis.
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3. In conmection with the Valuation Exhibit on the «pceumpglation Basis”™—
Section 28-b Method—use is made of a part of the Valuation Exhibit on the
Section 23-a Method—Basis other than Accumulation. In this case the latter
Exhibit is not required to be completely flled out.

Respectfully submitted,

GRADY B, HIPP, Actuary,
New York Insurance Dlepartment,
Albany, N. Y.

H. G. BRUNNQUELL, Actaary,
"Wisconain Insurance Department,
Madisen, Wis,

JEAN M. LEGRIS, Actuary,
Rhode Isiand Insurance Department,
Praovidence, B. I

J. F. WILLIAMS, Actuary,
Pivision of Insuranee,
Department of Trade and Commerce,
Bpringfeld, 111

THOMAS ¥, TARBELL, Actuary,
Connecticut Insurance Department,
Hartford, Conx.

Chairmon Donaldson: Gentlemen, you have heard the report of
the Executive Committee. Those in favor of the adoption of the
report please say “Aye.” Qpposed. It is carried.

Commnissioner Phillips: Mr, President, the Execuative Committee
also presents a report, I haven’t had time to prepare it, and that
is they met this morning and unanimously decided ithat the Decem-
ber meeting be held at the Hotel Astor in New York City, December
6th, 7th and 8th.

Chairmar Donaldson: The Convention has heard the report of
the Executive Committee as te the time and place of the mid-winter
session, which is at the Hotel Astor, in New York City, December
6th, 7th and 3th. Thoese in favor pleage say “Aye.” Opposed. It
is ecarried,

The Secretary: Mr. Whitman proposed the following resclution.

The Secretary read the resciution as follows:

WHEREAS: )
The Natiomal Assoelation of Insurance Agents has consiantly  eo-operated -
with the Naticnal Convention of Insurance Commissioners for the purpose of -
advancing the best interests of the agency foree, the depariments, the home
offices and the insuring publie, particulariy with respect to providing for statutory
requirements in matters of preparation of all candidates for agents' lcenses:
Therefore, Be it Resolved, That this Convention express its appreciation of the

commendable activity and. constructive aime of the National Association of.
Insurance Agents, :

Commissioner Whitman: I have been impelled to introduce this
resolution beeause of the fact that the work of this Association
has been brought quite forcibly to my attention during the past'
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summer. It was my pleasure to attend a meeting of this convention
at Los. Angeles in September.. It was alsc my pleasure to be a
member of the President’s party as we went across the continent,
and the enthusiasm with which this body was met by the different
states and the different state assoeciations along the line showed
that they were doing great work. The enthusiasm at the convention
alzo showed it. They have done, [ think, their preatest work in
their attemnpt to make the insurance agent what he was intended
to he.

I also would commend Mr. Fred Cox, President of this Associa-
tion, for his untiring work for the last four years in making this
Association a force in the insurance business, and for this reason
I have asked for the adoeption of this resolution, that this Convention
of Insurance Commissioners and the insurance public will work in
common for the upbuilding of the insurance business.

Chairman Donaldson: Those in faver of the adopiion of the
resolution will sigmify by saying “Aye.” Those opposed. It is
carried.

Commissioner Mansfield: 1 have a resolution which T will agk
the Secretary to Tead.

The Secretary read the foliowing resolution:

“RESOLVED, That the National Convention of Insurance Com-
‘missioners as they adjourn their annual convention at Louisville,
desire to make record of their appreciation of the services of the
retiring President, Alfred L. Harty, of Misgsouri, and at the same
time convey to Mr. Harty their gratitude for his appearance daring
the Convention, in gpite of much physical suffering. The Conven-
tien further desires to convey to Mr. Harty their best wishes for
his speedy recovery and. for his future prosperity.”

Commiigsioner Muansfield: 1 move its adoption.

The motion was seconded and carried.

Commissioner Wade: 1 have a resolution here I will have the
Secretary read.

The Seeretary read resolution advocating the enclosure of fire
hazard warnihgs in cigarette and tobacco packagzs as follows.

WHEIREAS, Eizhiy per cent of the deplovable fire wasle of the TJaited States
and Capada is due to humen carelessness and is, therefore, easily preventable, and

WHEREAS, A very considerable part of this preventable waste or an average
sum of $18,000,060 per annum in the United States alome is the direct reswlt of
the careless habits of smeokers in handling matches and burning cigars, cigareites
and tobacco, znd .

WHEREAS, The destruction of American forests by fire is also reported by
foresters as largely due te smoking by campers and travelers in the forests, it is
hereby

RESOLVED, By the National Convention of Insurance Commissioners that
smokers should be informed of the fire danpers that reside in the throwing away
of unextinguished matches, eigars, cigzrettes and fcbacce, by the enclosure in all
cigarette boxes and smoking tobaseo cartons of such printed warnings as meay
bring this serious matfer to their aitention: and it is further
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. RESOLVED, That because the use and hazard of fixe is inseparable from tihe
use of smoking tobaceo it is the moral obligation of all ranufacturers or packers of
tobaceo to provide and enclose with their prurhzc.ta fire hazard warnings of this
charaeter.

Commisoner Wade: Mr. President, T would like to state the
Canadian Farmers' Association have adopied this resolution. The
Assoeiation of Fire Marshals of Nerth America at Chatiancoga
unanimously adopted it and it will be presented for adoption at the
next meeting of the Fire Chiefs of the United States.

I move its.adeption.
The motion was seconded and carried.

Chaivman Doneldson: Various questions have reached the
Secretary through what is known as the letter box on departmental
rulings and problems.

The Seecretary: *“Should benefit societies, such as ‘Police and
firemen’s funds,’ and the ‘Carnegie fund,’ be required to make filings
and enter the same as assessment companies?”

Chairman Donaldson: This question I suppose arises out of the
laws of many states where a benefit association is composed of
men of one order or business that is not subject to the state laws,
We have the same in Pennsylvania and we do not reguire the filing
of reports by police beneficial assoeiation or railroad orders.

Commisgioner Walker: My reason for submitting that question
is we have organizations similar to that one in our state, or to
those mentioned, and the question arises as to what is the duty of
the department toward the public in the matter, if they go on in the
matter of their organization perhaps for a few years and have
received dues covering that period of time, then a change takes
place, are we going to be subjeet to criticism for not having entered
into it in any way?

Commissioner Luning: It would depend upon the law the gentle-
man has in the state. If there are no laws to cover it I think it
would be proper for him to get up a bill and introduce it into the
Legislature,

The Secretury: Another query: “Where premium is collected
in one state for bond written to cover contract performed in ancther
state, to which state should tax be paid—to state covering situs of
risk ov to state covering situs of premivm?”’

In other words, is it paid where the risk is covered or where
the premium is written?

Commdssioner Fishback: In the state of Washington we require
that that bond be written in our state; if the risk is located in our
state it youst be written through an agent in our state, Therefore,
the premivm would be credited te our state.

Chairman Donaldson: In other words, y::)u mean where the risk
is located.
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Commissioner Whitman: [ think'in Sur state we require the tax
to be paid upon the business written ¥ our state notwithstanding
the fact that it was written by an unaduthorized company and signed
sirtside ‘the state. The risk is in fact & Wisconsin risk and the tax
must be' paid there. We have a statute which requires the insured
to pay it if the company doés not pay it.

Chasrman Donaldson: We have a similar statute in Pennsyl-
vania.

Commissioner Gearhart: 1 recently ruled to that effect. notwith-
standing my bureau was eriticized somewheat by the couneil of the
municipalities there.

Chairman Donaldion: We have a statute where an insurer may
write, with any unauthorized company provided he pays the state
treagurer 3 per vent tax upon the premium.

Comaissioner MeMahan: How do you assure yourself of the
collection in every case? 'The agent is out of the state, isn't he?
Chatrman Donaldson: No.

Comnvissioner MeMahan: Do you allow an agent within your
state to write an insurance that is not licensed?

Chairman Donaldson: He is really not representing any foreign
company. The agent has no participation, he is procuring for
his client or teliing him where to get coverage,

Commissioner McMahan: We have an incident inthis matter
that might help us. We have a law seeking to effect that in a
certain way that if insurance ig taken out in a company not licensed,
then should a fire cccur the adjusters violate the law if they adjust
it unless the 3 per cent was paid on the premium within ninety
days from the date of the policy. The result is that practically
ne premium or no tax iz ever paid until the fire occurs and then
you have to be on the alert to prevent some outside adjusters from
coming in and making the adjustment. If it hasn’t been paid
there is a penalty of 20 per cent. It is & pretty heavy penaliy but
if the people expected the fire they doubiless would pay the 3
per cent, When they are insuring and paying the paying the
premium they evidently don’t expect a fire.

Chairmoan Donaldson: 1 have had no contact or experience with
anything of the kind.

Commissioner Walker: In submitting this problem, I am con-
fronted with this situation. It perhaps enters into a matter of
public policy. 'The case that I have in mind covers a tax which
will be due the state of perhaps twelve hundred dollars on this
particular contraci. Now =z communication comes in from a com-
pany bearing on the maticr having seen something regarding it in
the-papers and that communication sets forth thiz thought: that
if you demand that a tax be paid on this premium, the contract
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having been written in another state, or having carried out in
another state, we must retaliate and if we do so that will mean
that the tax which is now coming to our state on business that is
being performed in our state will more than offset by far the
premium that is being exacted now in this case. Now the question
is whether it is good public policy to enforce the law in that state..
¥ am wondering what the action of the Gifferent states is in the
matter. ’

Chadrman Donaldsen: 1 should say Mr. Walker that the question
of retaliation involves so much investigation and research that I
am rather more disposed to do some constructive work and hope
that my Commonwealth will get taxes from other sources.

Commissioner Walker: Mr. President, may I say that the
retaligtion has not come from the state as a state, but from one
of the companies of the state. ’

Chatrman Donaldson: I will be very glad indeed if anything
comes to my attention to submit a cireular letter to all the merabers
of the convention and get either an expression of opinion or a
course of action. [ am frank to state that I think it is a great
mistake for any one department to make a drastic ruling which
may go over the state lihe without having the whole matter sub-
mitted {o the members of the convention.

The Secretary: The next: “Where protectograph companies are
selling machines and checks for protecting the users against check
forgery, and having some indemnity ecorporation issue policies as a
further protection, but which policiss are mot specially sold but
are issued gratis in connection with the sale of the machines and
checks, should such indemnity corporations be required to make
filings and enter the same as other indemnity companies?”

Chairman Donaldson: Mr. Walker, that came io your attention
perhaps through the policy given out with the check protector and
the question arises from the agent of discrimination or inducement
te take insurance. 1 ruled that it was not inducement to take
insurance but an inducement to take a check protector.

Commndssioner Walker: We require the contracts te be signed
by a resident agent.

Commissioner Pishback: 1 absolutely require that those policies
shall be all countersigned by a resident agent.

Chadrman Donaldson: Very likely, Mr. Fishback, the Protecto-
graph Companies simply purchase from the casualty company a
certain number of policies a year for so much,

Commvissioner Fishback: We dont allow that. Bach one must
be issued through a resident agent in our state. :

Chairmean Donaldson: Suppose it was a domestic company and-
they simply sold directly to the consumer.



PROCEEDINGS 1390

Comanissioner Fishback: They can’t sell anything in our state
excepting through a resident agent.

C'hdiwmn Donaldson: I think Mr. Walker’s query arises out
of the guestion of inducements or rebating.

Comimizsioner Walker: Not altogether. My question arises out
of the fact that policies are being placed in the state—indemnity
policies—and should we get behind that fact to protect the public
or are we going to permit certain policies to be unloaded on the
public in that way?

‘Commissioner Hobbs: I think we all have had experience with that
particular type of transaction where a company in selling its goods
distributes with it without any expressed eonsideration therefor a
bond, another form of insurance contract, supposed to protect the
buyer of goods. It has been the ruling in my state, as in the state
of Washington, that those contracts are regular insurance con-
tracts covering preoperty within the Commonwealth and, therefore,
should be issued through a resident agent.

These contracts, while issued gratis to the purchaser, are prob-
ably paid for by somebody —ihe company that issues them—and
I think that if you stand for the principle that insurance contracts
may be beught in job lots and distributed for a consideration which
is concealed in the purchase price of the machine, and I suppose
they must reckon the cost of insurance in the price that they are
paying for their machines, you are establishing a propositien that
might in other lineg of insurance lead to rather serious con-
sequences. Suppose, for instance, an insurance company should
digtribute a lability policy along with an automobile without
charging for it. I think we would very speedily see it was a very
undersirable principle to establish. The consideration for the bond
is undoubtedly small, nevertheless the same principle is involved
and I think if that partieular type of action were allowed to go
outgide the resident agents, it might lead to rather serious con-
SEQUences. :

Commigsioner Fishbock: One thing more: where this policy or
indemnity is issued by a company not authorized in our state, we
would immediately have the agent offering that arrested and
punished by a fine of anywhere from one hundred to five hundred
dollars, as our law provides. In case of a company authorized to do
business there we would go after them, and we have had occasion
to do it.

Chairman Donaldzen: 1 think, Mr. Walker, your question surely
is answered in the affirmative. If these companies are not admitted
to your state, they are violating the law,

Coemmissioner McMahon: Just one word, It seems to me that
there is almost inevitably a considerable amount of insurance taken
out in unlicensed eompanies by mail, if not by agents dodging in
and out of the state and violating the law and getting away before

\.
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they can be caughi. I haven’t had time to investigate it but I have
thought that there ought to be an end put to it entirely by a state
law that any contract of insurance in a company that has not
gualified within the state shall be null and void, absclutely.”

Now 1 don’t think that the expense of protecting the people’
against unsafe insurances done by levying a tax on the premiums
paid to domestic and licemsed foreign companies should be wholly
borne by these that desire to appear in the law and respect the
policy of the state and showld be escaped by those who prefer to
stay off in their home states and by wmail or otherwise obtain
insurance and premiuzms from that state. It seems to me that
equity and good policy require that we should find some conclusive
mode of requiring all insurance to be subjected to the tests of
safety that a normal insurance is subjected to and all insurance
te share in the support of the supervision and inspection and pro-
tection as a great majority of insurers do.

Now I have thought of it a little without any time to investigaie
it legally, but unquestionably it is held by the Supreme Court of
the United. States that insurance is not a commodity and, therefore,
is not subject to federal jurisdiction which is granted to the federal
government under the Interstate Commerce clause of the Constitu-
tion. Therefore, we need not fear the power of the federal
government.

I should think that the great majority of the insurance companies,
since they are the companies that seek licenses in the usual way
and endeavor with all good feeling to conform with the several
state laws, would welcome a policy of excluding these pirate com-
panies as they might well be called. Of course, many of them.
are wealthy and wany of them do 2 very aristocratic and superior
business and don’t want agents and have a reputation and can be
relied upon by their wealthy customers, and the fact that they
can’t be sued in the state where the property and coniract are
deesn’t seem to make any difference in the taking of contracts of
insurance with them, but there is another class of disreputables,
of which we possibly hear nothing, that by mail in all sorts of
circulars to the most ignorant and dependent and helpless of our -
population——especially the negroes in the South—are giving worth- -
less, so-called insurance to these people and depriving these people”
of their just rights by giving them worthless policies which when
the time of need comes, will be shown up to be worthless and an=
enforceable in every way. Therefore, my ides is to have the states
establish a law that would absolutely render null and void any
policy except written in a properly authorized company, and it
doesn’t seem to be at all radical. In view of our universal liw now -
under the 18th amendment and the state laws previous io-that in
Sputh Carolina, if you bought whiskey that was chemically ‘pure
as determined by the state chemists, why you committed a ¢tinie
and you had no individual rights. S
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Commissioner Fishback: Just.one thing: this matter I have
referred to our Attorney (General and had it up with him several
tinies and he has ruled it to be unconstitutional for us to try io
interfere with any insurance business done by means of the United
States mail, and I think aboat 21l we can do is to show io these
people that they ecan get no service on these companies in case of &
loss and it would be to their disadvantage to have anything te do
with these companies who are not authorized to do business in the
state. 4

I don’t believe snything ean be done constitutionally to stop
these companies from writing business through the United States
mail.

Chatrman Donald:on: May I ask whether the main objection is
merely the fact that they are not admitted or that their peolicies are
triek policies, or is it not a fact that much of this ig written because
your laws don't permit your domestic companies or the foreign
companies who are admitted to give the same kind?

Commissioner Fishback: The principal thing is because we can’t
get service for the people in case of dispute,. We have a proposition,
as I say, whereby zll this business can be written in unauthorized
companies providing an affidavit is made by the assured and by the
agent that they are unable to procure the insurance from authorized
companies, then they have the right to go to unauthorized com-

. panies but not so long as they can procurs it from authorized
companies who are in there paying their regular dues, and I will
sey further that the agent for an unauthorized company must pay
the regular rate of taxation on ail premiums which he colleets
for unauthorized companies. In fact, in 1916 T had a bill introduced
into Congress trying to cover this thing and that is where I found
out that the United States mail could be used in this way.

Commissioner Luning: 1 had the same experience. They ruled
just as Mr. Fishback said.

We have a great many non-resident property holders in my state.
‘The. agents claimed that they were paying their part of fhe main-
tenance of the state pgovernment and that they were properly
entitied to the insurance. I prepared a bhill to put through in 1917
called & mon-resident insurance law. It provides that a non-resident
property owner may insure in the state through a broker or a
tesident agent in my state. The law allows the agent to write an
aperit of my state and say, “Handle this for me. T will divide
domiigsions with you,” and I find that works very satisfactorily.
The agénts as a’ rule want to be amicable with each other and want
to do the right thing. It is perfectly proper and right that the
mar. who gets the business should get something out of it; he
doesni®twant to turn it all over to ihis fellow down here. Until
thet law was passed, he Just wrote it himself, did it by mail and
took the- chance

T further tried to remedy it in this way: whenever I heard of it
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I would write to the insured and ask him not to do that, that in
the first place if he had a law suit he couldn’ use our state courts
for the purpose, that he would have to go to the Tederal wourts,
that he would be working at a big disadvantage and possgibly a
loss, besides he was not a good law abiding eitizen by doing it, but
vou can’t prohibit it. The United States government will allow
the use of the mails for any business purpose and the state can’t’
stop it -

Comvmisgioner Whitmaen: I would just like to state that our’
Attorney General has held just the contrary to Mr. Fighback’s.
He has held that doing business by mail with a citizen of our
state iz in fact deing business within the state, but where the
diffieuity arises, there is nobody to arrest for violation of law. I
think it is probably a very good law. Notwithstanding the fact
that you are doing business by mail, you are in fact doing business
within the state, but you are powerless o arrest anybody because.
he may be in New York or Pennsylvania and vou can’t get him.

Commissioner Ramey: In Kentucky we keep a note of those who
violate the law and then when they apply for admission in Kentucky
they have a devil of a time getting in.

My, White: We have had that question up in West Virginia.
We have been having the same difficulty. The only way we ean
meet the situation in the insurance department is to appeal to them
and tell them if they have any difficulty or any trouble they can’t..
get service, that they have got to go to their state, and of cours
we iry to discourage anything of that kind. :

Cur only remedy is, when they send representatives or agénts' :
into the state we nab them. We nabbed one last week, When I
started for this tvip a trial was being held out in the state because
they got anxious and sent a representative in the field and ‘we
knew he was coming and we were ready for him.

Chairman Donaldson: After all, a good deal of this question
arises because of competition between brokers and agents.

Mr. White: Yes, and I think it iz a mistake, T think the reci-
procal should be under the jurisdiction of the insurance depart-
ments, but so far our people have not seen fit to admit them, and
bills have been introduced to that effect in the last two sessiong,

Commizzioner Mansfield: ¥ don't see how vou are going to get
around a constitutional question. Of course, 1 can’t conceive of -
anybody who doesn’t want to insure with the Connecticut Company -
and yet if there is such a man who wants to go outside, what iz -
to prevent him? If 1 want to insure my life in & company in .
Nebraska, which is just as good in my opinion as any other coms -
pany, why shouldn’t ¥ have the right to do it? Do you want ¢
take away from me that liberty of insuring where T see. fit]  We
would run up against a constitutional propusition in my judgient
right off, L
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Chairman Donaldson: There are two other questions. “How
is the business written by non-admitted companies, such as Lloyds
and Postal Life, controlled by the departments of the several
states?” “What special efforts ave made or system used to discover
poliey-holders in unlicensed companies?”

I am afraid that would entail a very long debate and I doubt
if any one of the convention has ever used detective services to.
get any information of that sort. R

Commissioner Ramey: Here is a report from the Committee on
Actuarial Bureau:

The Secretary read the report as follows:

WHEREAS, The Natienal Board of Fire Underwriters, with the approvil of
the Naticnai Convention of Insurance Commissioners, has and at & great expense
established an Actuaria! Buresu for the purpose of furnishing official, accurate
and economical classifications of liakility assumed, premiums and lossea in each
state of the United States in accordance with the spproved form: and

WHEREASR, The Actuarial Bureay will be able to farnish detailed classification.
statistics to each state covering three full years on May 1, 1922; four full vears.
on May 1, 1923: five full vears on May 1, 1924, and annually thereafter. Be it,
therefore, )

RESOLVED, That the National Convention of Insurance Commissioners goes on-
record as renewing its approval of the work of the Actearial Burean znd recom--
mends the acceptance of its state statistics on the bases znd dates set forth above.
Be it further

RESOLVED, That where states require five years classification statisties in detail-
and demand the same of individual companies instead of awaiting their production
through the Actuariai Bureau, the cost of furniching such statistics ehall be-
chargeable directly to the state making the demand in any consideration of the
profits derived from underwriting on the operations in that state, as it would be
gizerimination te allucate them fo pro rate to other states not making such
demands.

JAMES F. RAMEY,

H, 0, FISEBACK,

BRUCE 1. BULLION,
Committes.

Commissioner Ramey: 1 move the adoption of the report.
‘The motion was seconded and carried.

it
Conmumissioner Monsfield: There is another resolution I will ask
the Secretary io read.
The Secretary read resolution of appreciation to Kentucky as

follows:

The Nationsl Convention of Insurance Commissioners prier to the adjournment
of the 1921 conclave, desire to convey to the citizens of Kentucky their most-
pronoanced apprecistion of the memorable courtesies tendered to the Convention
members individaally and collectively.

‘Thé very mname “Oid Kentucky”™ has ever suggested state pride, progress,
domintait manhood and delightful womanhood.

"Phi¢ members of the Convention are eager to acknowledge that all the good
things knowy .to them in s vision of “Ole Kaintuek has been reborn in their
experietices-as- guests of the Commonwealth,

‘ Thé welesme of his excellency Governor B, P. Morrow was but the forerunner-
of actual ‘and déliphttul e.emplification,
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We return to cur homes throughout the Nation with a hope that the future will
permit of the entertaimment of Kentuckians in our own respective states,

We cannat but make individull refevence to some whe have been most frenevous
in their attentions. We accordingly tender our heartfelt thanks;

To W. J. and Charles F. Williams for marked courtesy in a delightful entertain-
ment on the steamship “Andes” and those who :assisted thewm., .

To Mr. and Mre, James R. Duﬁm for a memorable evening in their hospitable
home;

Ta eur former asszociate in the Convention, Clarence W. Thomas;
To Stanley Reed whose courtesies were alone exceeded by his energy;

To Claud F. Snyder, of Lexingien, and his associates in the delightful city of
Lexington who Tully sustained the veputation of that municipality for the entertain-
ment of visitors;

o W. W. Gaunt and those who assisted kim in arranging such 2 splendid
barbecue burgoo and eniertainment ai the fair grounds;

To Miss Elizabeth Dangerfield for the opportunity cordially tendered te inspect
the world's greatest race horse;

To Colonel B. H, Taylor, Jr,, whe has done so much in scientific live stock
raising ;

Te George W. Jchason, the most courtecms secretary of the Entertainment
Committes ;

To the Home Officers of Domestic Insurance Companies, the Tinaneial Institu-
tions, the Bosrd of Trade and the various erganizations which contributed sc
generously te the entertainment of the convention;

To C, I, Hitcheoek, himself invariably adopted as a factor at all conventions
of Commissioners, and himself one of the best exponents of Kentucky hospitality
and to his charming wife;

And last, but not least,

Ta cur own goed friend and associate, James ¥, Ramey, an ideal public official,
a gentleman of energy and aitainments and a true son of Keniucky in all that
the word conveys,

Comvmissioner Munsfleld: 1 move its adoption.
The meotion was seconded and carried.

My, T. W. Bloekburn {Secretary, American Life Convention) :
Jdugt at this time would you permit those of us who have participated
in these festivities with you as guests to express our appreciﬁtion
in these few words? (Applause.)

Gentiemen, the American Life Convention holds its anmual meet-
ing in Indianapolis the coming week. Iach of you have received
invitations to attend this annual meeting of the American Life
Convention which, as most of you know, is made up of 135 com-
panies in thirty-eight states in the Union. On behalf of the Con-
vention I want to again tender you an invitation to eome over and
be with us and see the executives of these organizations in action.

Chairman Donaldson: The next order of business ig the electxon
of officers. First is the election of s President.

Commassioner Phillips: Qur time is short and I am not going
to detain you long with 2 nominating address. The man whom I
am zhout to nominate to the position of President is well known %o
you. He has already demonstrated his ablhty as presiding ofﬁeer.
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Aside from that, since he has.bzen in the office which he now holds,
he has in an unuswal degree manifested an interest in insurance
problems, and with all due deference to the former Commissioners
of Pennsylvania I think he is the best one in the last twenty-five
years. (Applause.) He iz a good friend of mine, he iz a good
friend of all of us and a good insurance man and & typical Presi-
dent. I nominate Mr. Donaldson for the office of President for the
ensuing year.

The nomination was seconded.

‘Commissioner Phillips: 1f there are no further nominations [
move that the Secretary be instructed to cast the ballot of the
* Convention for Mr. Donaldson,

The motion was seconded and carried,

The Secretary: 1 cast the unanimous vote of the Convention
for the Hon. Thos. B. Donaldson for President for the ensuing
year. (Applause.)

Chairman Donaldson: MNominations for First Vice-President.

Commiisioner Van Cuamp: What has been said about Tom
Donaldsen applies egually well to the man I am going to nominate
for First Vice-President. The man whom I have in mind is & man
who is in every way qualified to handle the varions duaties of this
office, I take pleasure in presenting the name of Hon, Platt Whit-
man, of Wisconsin. {Applauge,)

The nomination was seconded.

Commidssioner Van Camp; If there ave no other nominationsg I
move that the rules be suspendsd and the Secretary be instructed
to cast the entire vote of the Convention for Hon. Platt Whitman
for First Vice-President for the ensuing year.

The motion was seconded and carried.

The Secretary: The Seeretary takes pleasure in announcing
that the unanimous vote of the Convention is cast for Platt Whit-

~man, of Wisconsin, for First Vice-President for the ensuing year.

Chasrman Donaldson: The Chair announces the election of Mr.
Whitman.

Second Vice-President.

Commizsloner Monsfleld: My, President, I take great pleasure
in nominating for this office the greatest of them =zll. Much has
been said abhout those whoe have already been nominated and clected
but I am sure you will agree with me in my comment when I say
that I desire to put in nomination Hon. H. O. Fishback, of Wash-
ington. (Applause.)

The nomination was seconded.

Commissioner Mansfield: If there are no other nominations I
‘thove that the Secretary be ingtructed to cast the unanimous vote
of the Convention for Hon, H. 0. Fishback.
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The motion was seconded and caxried.

The Secretary: 'The Secretary takes great pleasure in casting
the unanimous vote of the Convention for Hen, H. 0. Fighback, of
Washington, for Second Viece-President for the ensuing year. (Ap-

plaunse.)

Chairmoen Donaldson: ‘The Chair announces the eleetion of Mr.
Fishback.

Next is Secretary-Treasurer.

Commissioner Wade: Tt gives me peculiar pleasure this morning:
to nominate a gentleman who is loved and respected by every
member of the Association. I feel that he is the motive power of
this great Convention. I refer to Col. Joseph Button, of the state
of Virginia, and. I move that the President he authorized to cast
the unanimous vote of the Convention for Col. Button for Secretary-
Treasurer.

The motion was seconded and carried.

Chatrman Doneldson: The Chair casts the unanimous vote of
the Convention for Col. Joseph Button for Secretary-Treasurer for
the ensuing year.

Next is the Executive Committee.

Commissioner Button: The present Executive Committee con-
sists of the following members:
desse S. Phillips, New York, Chairman.
Burton Mansfield, Connecticut.
W. N. Van Camp, South Dakota,
A. C. Bavage, Towa.
Clarence W. Hobbs, Massachusetis,
James F. Ramey, Kentucky.

Jos. G. Brown, Vermont. -

I move that the present Executive Commii:tee be continued and
Mr. Phillips continue as Chairman.
Chairman Doneldson: Any farther nominations?

If not, the Chair will entertain a motion that the Secretary be
directed to cast the ballot for the memhers as they now stand.

Commissioner Wade: I make that motion.

The motion was seconded and carried,

The Secrvtary: The Secretary casts the unanimous vete of the
Convention for the seven members of the Executive Commlttee.
whose names he just read.

At 12 o’clock the Conventmn, or: motion of Commissioner Phﬂhps
went inte Executive Session.

At 1 d'clock the regular session was resumed and the President
announced that the only positive action taken therein was th&'
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adoption of a resolution appointing the Secretary-Treasurer of the
Convention the permanent Chairmsan of the Committee on Examina-
tions and ircreasing his salary $500 per anpum.

Comanisgioner Phillips: 1 move that we adjourn to meet in New
York, December 6, at the Hotel Astor.

Motion seconded and carried.

Adjournment.
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APPENDIX

CINSURANCGE SUPERVISION IN CANADA
Addiress of V., Even Gray, Superintendent of Insuranee, Ontarie,

After some brief introductory remirks Mr. Gary said:

. “T have the hondr to reprasent. today an Aesocistion of & somewhsat similar
_charatter to your dwn, known as the Association of Buperintendents of Insurance
af the Provinces of Canada, If imitation is the sincerest flatiery, a description
~of the organization and Turétions of that Agsceiation, would be the highest
-compliment I could pay you, for both its organization and its purposes are moulded
after your National Convention of Insurance Commiessioners. We have not yet
thgt enviable record of accomplishment which the history of your convention
-rei’lnw's,_ but that is, we believe, becsuse of the compevative newness of our
Association rather than through any lack of intention or ezpaciiy to achieve.

‘We, in Canada, have been greatly iropressed by the effectiveness with which
your convention has functioned and with the resuits which vou have achieved, We
would expect your work %o be handicapped by the constantly changing personell
of your convention, by the large number of individual units whieh are represented
heére and by the immense distances which many must travel fe attend your con-
ferences, Nevertheless, you have accomplished much in seeuring Iincreased
-¢fficiency in insurance supervision and uniformiiy in law and regulation in your

" Individisl states, which thoge who engaged in fhe business of insuvrance in the
TUnited Siates before the initiation of the Convention's programme would have
declared impossible.

It is not strange that Insurance Superintendents in Canada should find much
3n your experience whick is similar %o the conditions which they meet in their
own. A moment’s reflection reminds ws that the general conditions whick the
insuranee business has to meet in Canads are very similar to those in your
own ceuntry, tercitorially, economically, and pervsenslly,. The same insurers
werve our people, Out of 280 insurers registered in the Dowminion for the trans-
sctiont of business throughout Canada, that is to say, in more than one Province

".114 are companiez whose Head Offices are situate in the United States. Naturally

‘the organization of the buriness of these insurers iz largely similar to that of
the organization of the same insurers in the United States; slmost necessarily,
therefore, our moedes of doing business have adapted themselves to vours.

‘While I admit the tremendous influence on the business which has been
exercised by conditions in the United States, I do not intend fo minimize the
effect of that other great stream of influenee which has come from Great
Britiati, We are drawn te the Old Land by ties wheose number and strength
T cannot expect te fuily represent to you, The ¢ld dictum that there is no
sentiment ju business hds been discountenanced and disproved past all currency,
and whatever the influence of physical position or economic cendition, it st
take pecond place to the greater influence of histery aand kinship. Co-related
‘to the fmet of the large proportion of TUnited States companies which operate
iri Canade is the fact that of the fotal of 280 companies which I mentioned 85
have their chief offices in Great RBritian, These with a history going far back
even- beyond that of the ¥nited Btates companies snd with an unequalled world-
‘wide experience, were bound to greatly affect Canadiar conditions.

In so far as Insuranc supervizion is comcerned, these two streams of influence
of which I have besn speaking were of very definite and different characters.

" In Gresat Brifian as you know, there is exceedingly littie Governmental intervention
or supervisicnr of insuranée business. The watthwords of Legisiators have been
publicity in the affairs 4nd business of the companies but freedom from Lepisiative
interfereniée. or restraint. On the 6ther hand, in the TUnited States, I venture

-to say thas .there has been an exeeedingly great intervention in and supervision
. of .the busifiess of Insurance by (Gavernments and the watchword of the Legla—
Yatory of this countéy has apparbéntly been *Regulation by Legialation.”
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Nothing could happen st the confluence of these two streams in Canada other
than 2 middle policy of publicity, supervision, regulation and reasonable freedom.
Cerfainly we have departed 2 iong way from the British precedent by effecting
a very eonsiderable supervizsion and reguletion, but I think we are also somewhat
apart from your principles and practice in that the development of the businegs
itself iz always in advance of the reguiating legislation. I venture to think that
in Canada oty insurers have been given a freer rein in the development and
extension of their business than has been allowed under your laws. IFor example,
we have nothing in Canada similar to the lepislative requirements in some states
that insurance companies way not invest in the shares of other ecorporations
and must dispose of all such shares previously acquired within a limited time.
Or a reguirement that a company cannot insure an automobile under one policy
against fire and public lability or that an insurance company may npot hold the
shares of another ingnrance company.

’Of course I realize the danger of generalizations on such wide subjeets as these
and offer these observations with due regard for the many exceptions to all
such rules,

If I am fc give yon a birds-eve view of Insurance supervisicn in Canada 1 must
mention in the very beginning, that fact of the dual aathority, Federal and
Provineial, in regard fo Insurance matters. I shall assume that you are interested
in this phase of the Canadian experience because it may have a bearing upon
your own probiem or if net a problem—your own discussion of the merits of federal
v@, staie regulation of insurance,

‘We have in Canada the same problems as you in regard to the complimentary
Jurisdictions of local and federa!l awuthorily. The solution of the econstitutional
problems which reswlt have been = fairly constant duty of our courts since
Confederation. Tnlike you, however, Insurance has fer wmany vears bieen one
of the fields upen which the battle of Provincial rights vs, Federal authority
has been mest actively engaged,

Onr Constitution makes no express Teference to insurance and the Provinces
were aiready in possession of the Legislative field at the time of Confederation,
but tempted by its revenue requirements in the early days, the Dominion made an
adventure into the field of Insurance legislation in its first parfiament by reguiring
insurance companies carrying omn business througbout Canads to depesit with
the Minister of Finance the sum of $50,0060 each. 'The aggregate fund thus
received made no small part of the revenue of the early vears of the new
Confederation. From this adventure in insuramee legisiation the Tiominion
was led on from year to vesr in the extension of its control over insurance
eompanies,

¥rom the very beginning of this movement strong chjection was made that
the regulation of the business of insurance was exclusive right and doty of
FProvineial legislatures, but these objections were repeatediy overborne—not in
the couris—but in Parliament where the exigencies of Governments were the
controlling factor. As a result, we have both in the Dominion and the Provinces
insuranee supervising departments and insurance regulating statutes,

You will wonder, of course, that the Federal Authority so exercised was not
directly challenged by the Provinces. I shall explain later that in some aspects
i was frequently thallenged, but in so far as authoriiy cver Dominion intcorporated
insurance companies was eoncerned the Aet had very ingenious basis which was
explained by Sir George Foster, then Minister of Finanee for Canada in the
House in 1895, In answer to an chjection that Federal authority was being extended
beyend its prover limits by enactments and regulations relating to insurance. In
answer to an objector, Sir Georze, then Mr. Foster, said, “I think my Honcrabie
friend does mnot understand the measure. There is already an insurance Act
passed by the Parliament of Canada and any company ssking to come under the
provisions of that Act and to exercise the right of insuring in our country under
that Aet must submit to s conditions. An insuranee company can be incerporated
in say, Ontario, and confine its business to that Province, without coming under
these provisions of the Act {n this regard, but if it makes application. 1o de
business throughout the Dominion and wishes to come wunder this Act if. must
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comply with the conditions, and make n depesit of §60,000, but no company need
do this unless it likes.” Thus the basia of Federal authority in insuranee matters
is in fact the veluntary submisslon of insurance companies to its provisions when
they apply to the Dominion of Canada for 2 license under the provisions of the
Dominion Act and the sanction imiposed to make its provisions effective iy the
withdrawal fo the license.

Let me interpeiate hers that it was at a later date determined by the courls
in the cage of Bonanza Creek Gold Mining Company vs. The King that provinciaily
ingcorporated companies might carry on business outside the Provinee of incorpera-
tion without any Dominien license. Sir George Foster was therefore mistaken,
or rather the courts subsequently differed from him, in suggesting that the capasity
of Provincial insurance companies was territoriaily limited to the Province of
their incerporation. '

A check or reverse to this policy of extensicn of Federal authority with regard
to insurance was met by the Dominien when the constifufionality of its Act
was challenged and a reiference of ceriain constitutional questions to the PriVy-
Coaneil, in England, the highest court in the Empire, was taken. This reference
was disposed of in 1916 by o judgment declaring the two sections of the Dominieon
Insurance Act most important from a constitotional aspect to be wnconstitutional,
viz.: the sections prohibiting the business of insurance by corperations other
than those lisensed by the Dominion and the section preseribing penalties for
violations of the Act. ‘The ecourt used very positive words to the effect that a
provision prohibifing, under penalty, any person or corporation from enhgaging
in ipsurance business uniess it be dene by or on behalf of a company of under-
writers halding & lieense from the Minister deprives private individuals of their
liberty to earry on the business of insurance and is an interfersance with the
civil rights of individwals and corporations as well as an encroachment upon
the legislafive powers of provinees to confer such riphts upon corporations
beyend the provineial liznits, The judgment further states that power of the
Pominien fe legislate far ‘‘The regulation of Trade and Commerce” does mnot
extend to the regulaticn of & particular trade within 2 Provinee in which
persons would otherwise be frae to engage,

Their Lordships added that it would be within the power of the Pariiament of
Capada, by properiy framed legislation, to impose the necessity of a lcense on
= foreign compsny coming into any Provinee of Canada to carry on business, this
nower being inecidental to the jurisdietion of the Dominion in respeet of fhe
reguistion of Trade and Commerce and the naturalization and Allens.

Follewing this decision the Dominion Insurance Act was re-cast with 2 view
to maintaining, if possible, the jurisdiction of the Insurance Deparitment as it had
been befare the decision.

The penalty provisions which had been held unconstitutional were transferred
to the Uriminal Code, The amending provisions of the Insurance Act were so
drafted as to invoke as far as paossible, in the case of British and Foreign
companies, the jurisdiction of the Dominicn over immigration and waturalization
and Aljens.

Ie the res¢ilt the Dominion Insurance Act contains such sstonishing provisions
ag these, “It shall not be lawful for an alien whether a natural persen or a
foreign sompany within Canada 1o salicit or accept any risk—except under license
from. thé Minister,” and “it shall not be lawful for any British company or far
any British subjeet not resident in Canada to immigrate inte Canada for the
purpose of opening or estsblishing any office or agency for the transaction of
any business of or relating to insurance-—unless under a license from the Minister.””

Representing one of the Provineial Departments, I naturally heold to the
provincial view, but I think I san say without undue bias that there is a
substantial bedy of opinion amongst lawyers in Canada in support of the view
that the. Att 49 amended is still unconstitutional. In a recent case, the Privy
Couneil has deglared that “what cannot be done directly cannot be done indirectly™
and it-is quité ‘arguable and is in fact apparent on the face of the new Act that
an effort ey heen ‘made to aveid the result of the decisior in the irsurance
referenc,e
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In the meantime, as might be expeeted, the Provinces have not been siow to
‘maintain their own claims to Legisiative authority on the same subject mafter
and as the business of imsurance deveioped throughout Canada there Wwere
developed in the Provinces Insurance Aete co-extensive in their scope and in
‘many cases similar in provisions to the Dominion Act for the rspulation o'f‘ths
busiriess in the Provinces. So, in each Province you will find complete provisions
for the imeorporation of insurance companies by authority of the l’rovimfe and
their governmant and regulation, together with elaborate provisions specifically
relating to contracts of insurance, their form and incidents. :

This lzst named condition sugegests another important development of our
Jurisprudence, namely, the establishment of the supremacy of the law of the
Provinee in rerard fo contracts of Ingurance. This was first tested by an action
calling in guestion the validity of a provincial statute which required all insurance
companies carrying on the business of fire insurance in Unts.zfi'u to insert in
their policy contracts certain statutory terms and conditions. In 1881, in the
celebrated case of Citizens Insurance Company vy, Pzrsons, the Privy Couneil
decided that the enactment of this Act was within the authority of the Provineial
Legislature and that all insurers carrying on business in the Province musi
-comply with its reguirements.

Ta sum up the present sitnation with regard to the distribution of authority
between Federa! and Provineial Legislatures in insurance matfers, I submit the
foliewing as a fair analysiz. (@} Both the Dominion and the Province have
jurisdictien to incorporate insarance companiez and both give to such corporations
the ecapacity to extend their business territerially beyond the limits of the
incorporating authority subject to the Iaw of the Jurisdiction ioto which that
business may be extended, (b} Both Dominien and Province have exclusive
authority to provide for the repulstion of thelr respective creations in so far
as their capacities are concerned, that is to say, their powers ms artificial persons,
the duties and respensibilities of directors and management, the righis of share-
holders, the transfer of shares, meetings of share-holders, and other similar
corporate regulations. {e} The conditions of insuranee contracts and the rights
of the parties t¢ insurance conmtracts are governed by Provincial law.

When the inherent capacities of a Dominien and Provincially incorporated
insurer are compared the foilowing appears to be the result of the decisions.
First, outside of Canada they have the same capacity to receive from another
Jurisdiztion the right to earry on their business in that furisdiction. Second,
within Canada and outside the Province of incorporation of the Provincial
company, the Provincial company may operate with the consent of the other
Trovince: the Dominion company, howsver, has an inherent right to carry om
its business throughout Canada of which it cannot be deprived by Provincial
autherity. Third, both classes of insurers are equally responsible to the eivil
law of the Province in which their business is conducted and must comply
eayally with the requirements of the Provineial law.

It would be rather difficult fo indicate exactiy what effect the uncerizinty of
the law and duplication of authority has had upon the ipsurance business as a
business. In recent years the gquestion has not troubled insurers serious]y because
there has been 4 kind of onderstanding or at least a mutual geli-limitation, of
legislative authority to fairly well defined fields. T de not intend te imply that
the Provincial and Dominien authorities sat down together and agreed to
limit their vespeetive fields of authority, rather, each permitied the other o
exercige authority in certmin recognized felds in the hope that it would not be
interfered with in its own Jurisdiction, 'The substance of this division came bu'be
\“.hat the Dominion was allowed to enact such legislation and make such regulation
in regard to the companiss which sought o license from Pominion autherity as
they saw fif, so long as that legislation or regulations did not encroach upon
the nature of the contract of insurance or the rights of the insured under such
contracts. The Provineia) authority on the other hand, was allowed to exercise
an exclusive Jurisdiction in regard to its own incorporations and to deal generally
with the subject matter of the insuranee contract by tegislation preseribing
statutory conditions for Fire Inmsuranee policies, the rights and stetus of benefi
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_-niariers ander gontracts of Life Insurance, and other matters generally incident
to the vights at law of the parties fo the contract of insurance.

In so far as Depnritmental supervision is concerned, the Dominion Department
has, without challenge from the Provinces, dealt with maltters affecting the
corporate capacity of companies licensed by it and has supervised by its Depart-

. inental organization, the flhnncinl standing and sclvency of the companies licensed
by it.
. The Provineinl Departments have, without challenge by Dominien auntherity,
provided for matters affecting the corporate capacity of insurers incorporated and
leensed by them and bave supervised the financial standing and sclvency of
Provineial licensees. Furthermors, the Provinces have, without interference by
the Dominion until very recently, supervised and regulated the form of contract
issued by all insurers and the field work of the insurers,

Under this arrangemens, there has been n gradual drifting of Imsurance com-
pindes to license by Dominion authority. The Dominion has provided for their
annual inspection in the manner referred to elsewhers and the Provinces have
accepted the financial standing and solvency of Dominion Iicensed cormpanies
a8 & responsibility of the Dominion Department. Leoeal companies whose operations

" 'vwere confined to local territory nataraily maintzined their Provincial charters.

One peculiar feature of the Provinciasl Jaws which has probably contributed

. more than any other ecireumstance to this result, is the fact that the Provineial

Acts reguire the deposit with the individual Depertments of substantial sums

as security for policy-halders in the Province and the Dleminion companies have
Béen exempted fram this provision,

The result i, that a provincially incorporated company which desired to do

buginess in all provinces would reguire to put wup individnal amounts in each
pravinee, amounting in the agpregate to several times the zamount which it
“wounld. require to deposit under a Dominion license. For exemple, an Ontario
"Fire Insurance Company desiring to do business alse in the five Western
Provinces, wouid require to deposit $126,000 in securities with the Provinclal
Governments while the Dominion company might do business throughout nine
pravinces by deposit of $50,06¢ at Otftawa. It seems likely that this anomaly will
’be corrected at an eariy date.

D Wotwithstending the fact that insurers licensed by the Dominion of Canada
ave entitied as of right Yo carry on business in the Provineces they are required
_-’by_ every Provirnee in whick they carry on business to be registered or secure a
:lHeense for which they are charged annnal fees varying from $150.00 to $300.00.
" They pay a tax to the Provinces levied upon the premium income of company
from business in the Province, They sre also required te file with the Provincial:
S Department certain statements of their afairs and business which vary consider-
.ably - in their extent. In Ontario practically nothing is required from Dominion
. dicenseeés in the way of financial statement. Other Provinees reguire details to
. be given of the business of the company withir the individuai Province. An
“gffort {s now being made by the Superintendents of Insuranece to secure uniform
(forims ‘of reti¥n by Douminion Heensees, These forms wiil probably give useful
Cdetails of income and expenditure of the companies in the individual provinces,
particulars as 1o losses paid, ¢laims disputed and so forth. The drafs form of this
- rgturn'_-,is_ta be considered by the Conference of Superintendents of Iasurance
which meets next week at the City of Quebec,
"o ¥mhast not take up too much of your time in 2 discussion of this single phase
-of - Irisurance supervision in OCanads, namely, Federal and Provincial problems
o uf;_-:iﬁ-ri_s_d%ction’ but I have been fempted to give you an insight into conditions in
‘Canada’In this connestion because I am not unaware that there are still in the
“United States. many persons whose opiricns are worthy of respect, who believe
4-thut Fedexa] Trisuranee supervigion would have been # good thing for the Trnited
: States lf it had been ma'ugura.ted in the early days of your constitution and who
“stil eniertsin - the hope that the time may yet come when a single Federal
'_3£nsctment -.mqi & Federa] Department of Insurance will govern and regulate that
- Buginess’h Glighbut the: whole of the United States. To us in Canads, 1914 does
: G tar dway as it may te you, since for the long term of the war, our




1566 APPENDIX

activities and even our interests in subjects which were not directly ¢connected
with that great struggle were largely suspended and so I ventiure to ¥afer to an
address on the subject of TFederal supervision of Life Insurande, délivereq at
fNallas, Texas, on October 9, 1914, before the legal section of the American
Lite Convention, by the Honorable Dan. W. Sims, at that time Geperal Counsel
of the Lafavette Life Insurance Company, of Lafayelte, Indianz, 1 have recently
yaovead that address and desire to say that in my opinien, it states with astonishing -
accuracy in its sttempt to forecast the result of the introduction of Federal
supervision of insurance inm the United Btates what actually ocenrred in the
history of insuranece supervision in Canada,

Inspection of the financial affairs of insurance cornpanies in Canadg has been
very strict and minute hoth by Dominism and Provineial Departmenis. The
insurers return annually to the respective departmients to which they are respon-
sible, detailed statements of their affairs in form very similar to those siaterzents
which #re remdered to your Departments by companies opersting in your states,
These statements are, al the present time, oade upon a cash basis as distinet from
2 revenue basis. In this respect as you know, the British practice differs fram
that of the United States Depariments and Canada has in this instance follswed
the precedent set by "vour Departments. There has, recently, howsver, been some
discussion of the advizability of transferring the statements to a revenue basis
rather than a cash basis and there is a suggestion that the Canadian Depariments
may,. in the near future, convert their requirements to aceord with the British

- practice.

Every domestic company operating in Canada is, visited annnally by inspectors
of the Department to which it is responsibie and the annual statements submitted
by the company are verified in detail by the inspector annually.

You are familinr with the annual reports issued by the Canadian Departments
which give in a form very similar to fhat of the reports published by the United
States Departments, details of the affairs of the companies. The chief difference
s that the figures of the companies exhibited in these reports have been verified
and chacled bafore publication by the Department.

As previously explained, all foreign companies are at the rresent time required
o apply for entrance to Canada through Dominion authority and it s a statutory
requiremert that all forelgn companies licensed by the Minister should keep
asgels in Canads either on deposit with the Department or in the hands of
frustess for the protection of Canadian polisy-holders, sufficient to provide in the
case of life insurance companies the full legal reserve on Canadian policies and
in the case of other classes of insurance the full reinsurance reserve for Canadiszn
pelicies. This greatly simplifies the Department's duties of supervisior of the
solvency of foreign imsurers since in the main it merely vequires to verify and
approve the assets held in Canada,

I should mention the fact that there is already = considerable degree of uni-
formity in the Insurance statutes of the Provinees arising from the fact that the
Ontarie Act has formed the hasis for the drafting of the Insurance Acts of muost
of the Provinces and many of its provisions have been copied by other yrevinees
in the exact form in which they appesr in the Ontarie Act, .

Efforts to secure greater uniformity throughout Canada are being very
energetically pressed both by the Association of Provineis] Superintendents of
Insurance and also by an srganization which is of great importance and influence
in Canadian affnirs known as the Conference of Commissioners on Unifolrmity of
Legislation. This last mentioned bedy is composed of thyree Prominent members
f’f the Bar of each Province, appointed by the Pravincial Governments. Its duties
include the aetual drafting of statutes for enactment in identical Form by - the .
?Legis]atures of the Provinces. In so far as Insurance is concerned, their work
is lavgely in prospect. They have for three yesrs been engaged i;l drafting =
Mcj:le] Fire Insurance Palicy Act to contain standard statutory fire insurarnce
policy c'nnd.itions‘ The work on this Act wasg completed at their meeting held at
t.‘ne‘ beginning of the present month,  Theit final recommendations are 6 be
reviewed by the Association of Superintendents which meets next week Tn Chebes
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City and I have no doubt that the Fesult will enable the submission of this statite
%6 the Lepislatures of the Provinces nt their hext yesgions in gubstitution for the
exisfing Provinelal enactments on this-subfect,

Another work of similar purpose. whith wag initiated by the Ontaric Depariment
was the draft of a Model Act respecting Contracts of Life Insurance which in
addition to prescribing unitorm conditions in reysrd to Life Insaranee econtracts,
endeavors to secure the codification of the existing law respecting Life Insurance
contracts throughout the Provineés, - This work was aiso reviewed at the recent
meeting of the Commissioners on Unifermity of Legislation, and will be considered
by the Association of Superintendenis at ifs meeting next week, when I am
confident that substantial progress will be made, It will, of course, be neeessary
to give ancther year of effort to perfecting its form before submission to the
Legislatures,

The subject of Imsuvance Costs in Canads or regulation of Insurance Premium
‘Rstes has not yet been the subject of lemislation in any part of Canada. There
have been Royal Commissicns appeinted from time to time which investigated
thig subject and made vecommendations. In particular, a recent commission in
Ontario veported sertain definite rscnmmendat}ons for eonsideration by the Legizla-
ture vnth regsrd te Fire Insurance Rating Bureaus in which I think you may be
interested. The report of ihat commission is tu be considered hy the Legislature
at ite next session and it iz too soon ic predict whether or not the report of this
commisgion will be accented. A% any rate it advised zgainst Governmental
interference with rate making except to the following extent:. that it is proposed
that every Rate-Making Bureau should file its constitution, with the Superintendent
of Lonsarance and be subject to inspection by him in the same manner as Insuvance
companies nhow are; that sueh Rating Bureau shall not be required by lasw to file
its schedule of rates or any specific rate as & preliminmary te the placing of
insurznce but that the Superintendent of Insurance be empowered on written
complaint by fhe ipsurér, or on his motion, te require the Bareau to file detalls
showing how » particnlar rate is made up, and ahy other infevmation which he
deewns necessary or desirable. It proposes the prohibitisn of any rate which
diseriminates unfairly between risks of essentially the same hazard. For the
pufpose of exercising this avthority, the Superintendent is proposed fo bhe given
the power or writien complaint or on hiz own motion te review any rate fixed
by the Bureau fer Insurance on property within the Province, for ithe purpose
of detertnining whether the same is discriminatory with power te the Superinten-
dent to order the cancellation of the rate for that cause. It is fnrther proposed
to- empower the Superintendent to enquire into any other question which either
the . insured, the insuring company or the rating bureau may bring before him
bath as to whether a rate is unjust apart from discrimination and also in regard
1o any other question arising from the relationship of the parties in reference o
thé Jusursnce in auestion. But in the exercise of this power, the Superintendent
is ‘not to make any order but vather to act like & Board of Conciliation afferding
an opportunity fo hoth parties to explain and exploit their prints of view. The
facts.-and findings of the Supsrintendent are to be reported and stated by him in
hig _Anpual Report leaving to the Legislature the remedy of any failure which
the ‘evidenice se zccumnlated may indicate to be necessary,

L owish to give you as briefly as possible a few of the oufstanding Facts with
regard to the insurance business generaily in Canada as it touches the question
of : supervision. As to Life Insurance, one naturally puts first the remarkabie
.reeofd that no Canadian Life Insurance Company has failed or been wound up
under cireumstances invelving loss to policg-helders, I think this Is a remarkable
teaord. for more than fifty years of insurance experience and it doeg, I believe,
i‘E'ﬂth' preat eredit upon the insuranee supervision of the Canadian Departments,
particulaily the Dominion Department. Canadian Life Insurance Companies are,
we' beiieve, a credit to Carnada generally end they are receiving a constantly
gréater mezsure of ;mblm confidence and esupport both within Canada and beyond
1ts lingits, .

'an jtém ‘worthy of note that their business has been confined almost
q_.nrdmary Life Tnaurance. Only one CQanadian 6ld line company
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is engaged in the business of Indusiriai Life Insaraace, that is the Landon Life
Fusursnce Company, With this exception, the field ¢f Industrial Life Insurance
has been ileft entirely open to the great Amserican companiee chiefly the Prudential
and the Metropolitzn. The business of these companies in Canada bas reached
comparatively large proportions. )

Fraternal Life Insurance in Canada has bad a most interesting history. Begin-
ning in its early days with an entire freedom from .regulation, on the old
assessment system, it has had its time of disillusienment when the inexorable laws
of mortality have made their operation evident. Following the voluntary read
justment of many of the societies there has come the Ieglslative réquirément
of adeguate rates and recently a provision for comulsory readinstment of these
societies tc a proper basis of actuarial selvency. Last year there 'was enacied
in Ontaric a law which we believe will have an extremely important infleence in
finally correcting the basis and methods of Fraternal Life Insurance and accorn
plishing it upon 2 basis which provides reasonsble elasticity fer the special.
circumstances which surround the business of Fraternal Insurance, In a few
words, its provisions may be suremarized as follows: The Soclety is required by
law to emyploy a duly qualified actuary of ite own c¢hoosing. That actuary is
reguived to file with the Departmient of Engnrance an annual valuation of the
assets and liabilities of the BSociety. Where circumstences admit, he iz also
required to file a ‘daclaration that, in his opinion, the rates of the Sociefy and its
assets in hand adeguately provide for ithe payment at maturity of its centracts
of insurance. If the Society's actuary is unable to file sach a declaration, provision.
is made for & request by the Minister for & readiustment of the rates of contribu-~
tion or a veduction in the amount of benefits to provide with reasuvnable certaintiy '
for the payment of its contracts of insurance. If the Soctety falls to comply
with the request of the Department for stueh a readjustment by jts own wnotion
there is provisisn in the statute for the appointment of 3 Re-adjustment Committee
of three persons properly gualified who are given autherity to investigate the
Society and submit recommendations for such a readjustment as the Committee
thinks necessary, which readjustment s by Statnte automaticaily imposed wpon.
the Society and made a part of its Constitution and rules. Thus there is combined
with reasonable freedom and free will, that supporting authority for the executive
and management, of the Society which will enable it to secure the attainment of
an actuarial basis within a reasonabie pericd of time,

In the year 1819 the Dominion Ingarance Act was amended so as to require
Fraternzl Societies licensed by the Dominion to bring their entire business to an
actuarially solvent basis before 1925,

The business of Fire Insurance in Canada is conducted, zs vou know, in the
same manner as in TUnited States. The companies are operated on the sams’
agency system as are your companies hers, and there has been the same difficuliy
to contend with in the matler of the econtrol by the agents of the poliey of the
companies and of the cost of doing business to whizch vour companies are subject.
The Departments of Insuranece are not satisfied and probably will never be satisfied
with the expense ratic of the Fire Imsurance Companies which they reégard as
annecessarily high, but these conditions are recopnized to be the resnit of economic
forces and it is. to the influence of counter forces of similar applcation that we
lovk for their remedy. ' ’

Also Canadian Fire companies experience an abnormally high loss ratic. This.
iy doubtiess due in part to the fact that we are a new country in which construction
of buildings and equipment of five protection have the same faults as any otker |
new country. These condifions are, however, heing slowly corrected,

The fizing and control of fire insurance rates is probably better co-ordinated in
Canada than in the United States. The managers of the companies carrying on
business througheut Canada form a very considerable and influential group iR all -
the local Underwriters’ Boafds and their influence has made for uniformity and
consistency in schedule and rates, The Underwriters’ Associstions are, of conrse,
the objects of public suspicion and eriticism but they have, pevertheless, done-
much to introduce methods of scientific rating and 1o seenre fair and g"eﬁerhi
applieation of rating principles snd schedyles, T
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Mutnal insurance has not fuifilled its complete possibilities for regulation
of insurance ceste or prevention of fire losses in Caneda. Cne of ithe chief
reasons for this seems to mie to be that the Dominion Insueance Act is adapted
chiefly to the Joint Stock Company plen of Insurance and very little attention has
beers given to the constitution and operatioms of mutual insurance. There has.
been & definite policy foilowed by the Dominion Department of endeavoring io
run all classes of insurance and insurer through the stock company mouid and
I think the present situmtion in the inaurance business in Canada evidences the
fact that this cannot be achieved. Witness the fact that all of the large mutnal
instirance corporstions of the United States other ‘tham Life Insurance are not.
licensed in Canada snd in my view cannct be licensed undex the present forin of
the Dominion Insuranee Act without violsting both the lew and the spirit of
thely constitutions. The well known New England Factory Mutuals which carry
 ipsurance on Cansdisn manufacturing planis of an amount of approximately
" 400,000,000 are not licensed in Canada at all, and thelr business is conducted to
Canada. outside the provisioms =and regulations of the Insurance Agt of the
Peminion and under the handicap in regard to solicitation of business which the
Dominion imposes. This is the faet notwithstanding a continuous struggle ever
since. Confederation to preserve the separate charsctér of mutual insurance under
the Dominion law. Except in vegard to Mutnal Life Ensurance, in which the-
legai reserve on individeal policies creates specizi conditions, the Dowminion.
Aet has overthrown or ignored the prineiples of Mutual Insurance,

I do not think that there is anything in the business of the Casualty Insurance
Companies in Canada which cails for speeial mention at this‘time except the
class of Employers’ Liability Insurance. In nearly every Province in the
Dominion there have been estasblished systems of Workimen's Compensation under
the administration of Boards appeinted by the Governments. These systems sare
compulsory but self-sustaining and have resuifed in entirely excluding Casualty
Insurance -Companies from this large field of Insurance businese.

" The ihing chiefly notable sbout autemobile insurance in Canada i= that there.
sre no limitations upon the classes of cover which x« company licensed to do
automobile insurance may issue. The same comprehensive pelicy may be issued
covering fire insurance, tramsportafion, colilsion and -theft of a motor car and
the. séme policy may insure the owner against public liability, employers’ liability
#nd personal accident. My information is that most United Siates companied.
'a_}:'e ineapable of writing hoth fire and casuzaliy insurance on an automobile.
T}ns has seemed to me a most unfortunafe and unreasonable disability and ene
which has retarded the proper development of the business of auntomobiie insurance
in ‘America, We, in Capada, are looking forward to the time when forms of
Antstnobile insurance cover automobile insurance premium rates, and sutomobile
policy conditione can be simplified and stendardized. Io endeavoring to attain.
these redults due regard has been had io the desirability of aveiding any handicap
on Unitéd States companies carrying on business in Canada, but even this
importint consideration must not be allowed to prevent the development of the
husiness-of domestit companies alony safe, scientific and conservative lines.

- Btgndard sutomobile policy conditions ave being eonsidered by the Conference of
Superintendents of Insurance this year. A considerable amount of very careful
wotk has already been done in the drafting and revising of these conditions, In
general the proposed conditions follow the plan of the New York Standard Condi-
Hong except that they are heing zdapted to a comprehengive policy form.™

My, ‘Gray conciuded with some brief references to the usefulness of co-operation
between United States and Canadian Insurance Departments.

CHUNIFORMITY AS 10 TAXATION AND FEES.”

'+ §avage, Commissioner of Insurance of lowa.

Du!' L3 tile rfécent world conflict, all loyal Americen citizens patriotieally
perfarnied " ay 'duty thet they were called upen fo undertake, and even mnow,.
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I am

obeying orders, given by those in authority, is & matter of second nature. .
an

before vou now in respomse o the command of our Exeentive Ca—glmittee,
compelled to inflict upen you views and opinions on the topic assigned to me:
“Upitorm Texation zand Fees.”

Ever sinee supervision of the insurance business was undertaken by state
anthority, the cenflict between the laws af the varions stetes in regard to i_nsurance
cempany administration has become more apparent, until it is recogmzed‘ﬂaat
theve should be more uniformity in lepislation affecting the ipsurance business,
or that Congress will inevitably enact laws for the control of this business
which is of necessity more or less interstate in its operation.

I will not undertake to discuss the questions of ceniroel by the nsticmal govern-
ment, or the continuation of the present system of atate controi, further than o
say thag if the state is to continue to exercise eontrol, it seems to e apparent
that = mere strenuous effort must be made, by the states to bring about greater
uniformity in state laws, or Congrese will find 2 way 1o assume supervision of
all ingorance business.

1t is depiorable that competeni persoms, those who have made w study of the
insnrance business and are familiar with the practical operation of a law, are not
permitted, many times, to prepare the bills that are .presented fo the various
states legislative bodies. Many times laws arve proposed and adepted, not threugh
any desive, perhaps, to place unnecessary and harmiul bardeps upon the insured
or the insurer, but throagh ignorance of the business of insurance in its many
phases and throupgh a lack of opportunity to hecome familiar with the bill or
amerndment to be considered.

Perfeetly sound and practical bills are presented to our law-making assemblies,
oniy to be amended on the floor of the legislative body before the effect of the
amendment can be analyzed. Numerous reasons might be given why such lepisla-
tion is adopted. It is true that there is a tendency in the ordinary legislature
to udopt laws tending to embarrass the companies, not realizing that ‘hany times
these same laws place greater burdens wapon the insured or interfere with his
protection,

Different legisiztive minds, in different states, with different ideas as to what
is desirable in our laws, have resulted in great lack of uniformity in the regulation
and supervision of the Insurance business—a husiness which by its very nature
becomes one of interstate interest to a prowing institution, and should be
governed, as nearly ss posaible, by wuniform laws and uniform departmental
rulings. .

Uniformity affords this organization of Insurance Commissioners an extremely
fertile fleld for labor and an opportunity for service that will be of untold
value both to companies and to the insuring public, Much has been done by
this body in the past in sn effort to have uniform laws enscted, but in my
opinion the surface of possibilities aleng this line has only been seratched.

It 1s probably toc utopian o ewpect ibe states to emact all the really essential
uniform laws that are necessary, but is it not possible throngh properly co-ordinated
effort of all coneerned, to adops uniform standard fire, tornado, burglary and
compensation. polieies, uniform standard provisions for life, accident and health
and automobile policies ?7—uniform laws as to classes 6f eompanies and caveresge
te be written by the various classes, provisicms as to time of filing proof of loss,
commensing legal action and minimum limit of time for commencing  such
aetion? Then there should be uniform laws a3 te taxation of companies and
ihe fees to be paid. These are but a few of the matters that will sugpest them-
selves to you as heing proper subjects far nniform action.

The subject assigned to me has o do with that ever troublesome annoying and.
unpepular question of “money and how to get it,” snd one that causes verbal
arrows and bricks to fly. In this production I will not attempt to discuss the
fairness of, or justification for the itaxing of Premivm income, but will endeavor
to confine mysell strictly te a subject that seems to re{:ngniz’e the right of the
r.state to collect taxmes and fees from inswurance companies. Taxes and fees as
imposed upon companies other than home companies are the only topies considered


kba67
Highlight

kba67
Highlight

kba67
Highlight


APPENDIX 161

here as it seems that the states should gavern _domeatin companies as to local
taxes and fees. No attempt is made fo diseuss the taxes imposed by the Govern-
ment.

A study of the taxation laws of the various states gives evidence of wide
difference in metheds uged. Using the latest lows of the states filed with the lowa
Department, an attempt has been made to classify these staies as to the system
used in taxation and also as to fees charged,

Tt s interesting ang enlightening to consider the basis of taxation and the
deductions allowed hy varvious states in arriving at the amount of premiums to be
taxed. The convention blanks for use by the companies in prepaving the annual
statements, consider premiums solely as “‘premiums written,” and these premivms
seem to be used as a basis for resching the amounts to be used in determining
how much shall be taxed, while the laws, almost without exception, provide that
taxes shall be assessed upon the “gross amount of premiums received” less certain
deductions as provided by various statutes. It i§ common knowledge that there is
considerable difference between “'Gross Premiums Written” gnd ““Gross Premiums
Reeeived,”’ but when the annual statements are prepared and the sehedule of
‘‘husiness done in the state” is furnished, there is apt to be much confusion.

In analyzing the methods used by the varicus staies in this production, “Gross
Premiums Received” will be used as a bagis, and an sttempt will be made %o
classify the methods nsed by the states as to deductions allowed different classes of
companies:

Number of states allowing deduetions only for return premiums and reinsurance
paid (by companies other than life):

Stock fAre COMPANIOE. o ecenescaree vt e ccnsore e e sermne ernen B8 STALES
Mutual fire companies. .. 19 states
Stock casualty eompanies. states
Mutual casualty companies.. .18 states
Agsessment Accident companie; 14 stutes
Reciprocal Bxchanges .11 states

Number of states allowing deduetions for return premiums and reinsurance
. .received (by companies cther than life):

Stock fire companies.. -9 states
Mutual fire companies. T states
Stock casualty compznies .7 states
Mutual easualty companies € states
Assessment accident companies. 4 states
Reciprocal Exchanges -4 states

Number of states allowing deduction for return premiums only (by companies
. other than life]:

Biork FiYe COBMPATNIES. .ot ae et e creensceemseemren et oo D BEBLES
Mutual fire companies .. .3 states
Stock sasaalty companies -3 states
Mutusal casualty companies 3 statey
Assessment accident companies. 4 states

. Reciprocal Exchanges states

Ia ten siates deductions are allowed mutual fire znd casualty companies for
. dividérids returned to poliey-hclders. Irn six states deductions are aliowed casualty
companies for payroll refunds. In six states reciprocals are not taxed, and a
: few. states do mot tax assessment =mccident asseciations. It is more difficult to
© classify life companies, but generally the above classes exist with a number of
- varying deductions.
After ‘we bave met ail the different methods of taxation, and collection of fees,
: one is eonfronted with the reciprocal and retaliatory laws effective in most states
until it-would take the proverbial lawyer from the home state of our Vice-Fresident
- Donzldson 1o unravel all of the guestions that arise and to determine what the
Ctax of feed should be.
But few &tates have 4 reciprocal law permiiting exemptions if another state
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allows exemption, but a large nwmber of states have retaliatory laws inflicting
upen the companies of foreizn states all the penalties, obligations and prohibitions
that may be imposed upon the demestic company by the foreign state. I presume
that the purpcse of retaliatory laws is to make the burden of companies operating
in any one state the same as these burdens that are placed ypon the same companies
doing business in other states, The result is thet because of the difference in
state laws and the application of fax provisions, together with the attempt to
enforce relaliatory provisions, it is extremely difieult for companies or even.
insurance departments to defermine just what the tax or fees shouid be,

Coupled with the different methods of taxation, are the different rates cha_a._rged.
Most states tax at the rate of 2 per cent; others 14 per tent, 1 per cent, 1% per
cent, 21f per cenf, 23& per cent, 8 per cent, and varving in many states as to
ciass of company.

It is interesting to note the system used in the state of Louisiena. Life and
accident companies of that state are graded by classes—a first ¢lass company being
one whoge premium receipts are $1,500,000 or wmore, which is =assessed a license
tax of $10,800. The second class is composed of companies whose premiums
aré more than $1,490,000 and less fhan §1,500,000, and are assessed $10,740.
Altogether there are 349 classes with a minimum tax of $140.00. All other
companies are In thirty classes. In elass one, if premiums are in excess of
$800,600, the tax is $5,400. The thirtieth class are companies with premium
receipts of §15,000 or less and are taxed $180.00. Deductions are allowed For
return premiums and reinsurance ceded. In addition to the foregoing, a Fire
Marshal Tax is assessed against fire companies of 34 of 1 per cent on all preminms.
less refurn premiums.

Massachusetts coliects a tax from life compenies of 1f of 1 per cent of mnet
value of all policies in force on lives of residents of that state.

Nevada does not collect u isx from any company.

In Nebraska, gross premiums of fire companies are taxed at their amount, as
other property in cities, town and school distriets, with - fax to the state on life
and aceident companies of ¥ per cent.

Connecticul tax laws are purely reciprocal,

Many states provide for 2 Fire Marshal Tax, and in some a tax is placed by
citles and fowns upen the premium receipts in those nlaces.

The foregoing will give you some idea of the wide difference in taxation
methods.

Lack of uniformity i the fees charged is as apparent as that of taxation, and
Fhe different ii,ems: ‘wpon which fees are charged are pumercus and vary greaily
in the states.. 1t is common that fees are charged for fiiing charters or Articles
of Incorporatloz‘x, filing annual statements, for annual certificates of authority
to i:.rvzmsaxft i'msmess, for filing Power of Attorney, and for agents’ licenses, JIn
addition, it is found that fees ave chavged for publishing abstracts of ‘annual
statements, ﬁhpg amEn'dments ta Arti.c]es of luvcorporation, filing bonds, eervice:
zirt};é:::s,afﬁl‘x:;]gna::txﬁefdl ) Eupi‘tjof gr}s;re.;r’me. lawe, ce‘rtiﬁcate.oi’ complisnce,
filing accewtance of eorf;.tit;t]ir:)i o;‘ si! te,m €;5£ hlc:ensde,‘ Alime pre_l;minaxy pal?ers.
retuired to he deposited with the stite T .lmg and caring for securities

, and examining annual statements,
B0, T Sine. o st oonoreon, the fees vary from tking o
) h ment, from nothing to $50,00. For certificate of
suthority from nothing to $300,00. For filing Power of - At H
to $10.00. For Agents licenses from nothj orney, from nothing
are likewige varying in a.mounl:s and all -i'ng * ?25.00' “he fees Sor other items

Added to the difficulties in ,c taini o s cings of company.

state, we apain meet reta]ia'tn::sf (li;v:;.n ing fees to he charged in any particular

. F.‘rlom. all the fgregoing, 1‘.t would appesr evident that there is need for uniferm
;g)si:tllg:;; go:}er':;;;g the fixing of taveg and fees, In my judgment, such legisiation
shou undertaken, particulerly by the sta i i | : .
o paing e e B tes in which any large rumber of
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Taxes nseessed and fees charged by the home gtate upon the business of the
domestic companies ave not of much cencern to the Convention, and ne suggestions
are made in connection with such companies.

May I suggest that the whole matter of unifortn taxes and fees be placed in
the hands of the legislative commitiee of ihis Opnvention with the hope that
some bille will be prepared for geneval sction, especially in those states where
u considerable number of companies sre domigiled,

In considering the question, “Fremiums Received" should be clearly defined
and deductions fixed in the wvarious classes so that there can be ne misunder-
stindings. There should be ne diffieulty in fixing the iterms for which fees wre
charged.

I am not uemindfui of the disposition of the states to handle these questions
in their own way, but in recognizing the great goed that has come to the publie
and instituticns concerned, through the wniform laws now in force governing
other interests, it would seem that it would be possible that o greater number of
uniform: laws could be enacted governing the business of insurance,

COVERAGE UNDER HEALTH AND ACCIDENT PCLICIES.
By Gustaf Lindguist, Commissioner of Insurance of Minnesota,
Mr. President and Gentleinen of the Convention:

In the year 1909 the Honorable Jokn A. Hariigan, then Commissioner of
Insurance of the State of Minnesota, prepared and cansed the introduction of a
bill requiring standard provisions in health and, accident insurance contracte.
This measure, upon ita passage, became Chapter 167, General Laws 1902, Thue,
the State of Minnesota was first to adopt standard provisions as 1o this form
of insurance.

In 1911, at the Forty-second sessign of this honorable body, there was Dresented
a report of a specinl committee on Industrial Health and Accident settiements,
which included an investigaiion of foarteen companies deoing business in various
states. Among the members of this committee were our esteemed associates, the
honorable Commissioner from Vieginia, Colonel Jaseph Butlton, and that venerable
and beloved member of this Convention, Frank H. Hardizon, of Massachusetis.

As a result of this investigation, the committes made cortain pertinent recom-
mendations relating to the supervision of eompanies writing this class of business,
and further suggested certain remedial legisiation.

The report of this commitiee was unanimously adopted by the National Convens
tion—thirty-five states being represented.

I desire to qguote the intredustion te the recommendations of the committee.
It reads:

“The investigation thus far has been conducted with such celerity,
arid the reperts of the examiners and the hearings thereon are of such
recent date that the Committe® is lsath st this time to make final recom-
mendations. The evils existing are, it iz thought, clearly indicated in
what precedes. Deplorable conditions have been found in the claim
departments of companies which do easily 76 per cent of the business
done by all of the corhpanies vet examined, While in the total of adiust-
ments, those eriticised or selected for comment are probably less than
2,000 cases, it will be noted that approximately 99 per cent of the claims
examined -were for minor amounts, due to disability from slekness or
siecident, where the adjustrent is usually fair., Of the specific claima
examined, where the ameunt involved is usualiy considerable, the per-
centage of scaled or rejected elaims is high—indeed, very much toe high

- o beT explained. by errer of judement or earelessness. Indeed, the
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Commitbee feals warranted in concluding that when dealing with com-
panies doing an industrial health or accident business, the poliey-holder
pubtie of the couniry—particalarly ikose who, through igrorance or
poverty, are upable to Trotect themselves, and, therefore, are peculiarl_y
the wards of government as represented in this convention-—has to6
freguently heen the victim of uncenseionable practices in the claim depart-
ments of the companies criticised In this report. Promises of reformation
made at the hearings ave, therefore, not enough. This convention should
take action which will gnavantee the just trestment of policy-helders in

the futire.

“More, it should he clear to every one familiar with present sccial and
political conditions, that, unless the policy-heolders among the laboring |
‘masses are to be treated fairly by these companies—indeed, if the policy
acttlements of industrial health and accident companies cannot be made fair
and clean—the public will demand, not the mere reguiation of the com-
panies now under investigation, but the prohibition of this kind of
insurance by private corporations; in other words, the furnishing of it
by the government itself. As it is, the signs of the times point in that
direction. Meanwhile, however, it is clearly the duty of the govern-
ments represented in this convention that there be an jrmmediate cleaning
up—-perhaps even a cleaning out-—and that hereafter the companies
invalved be kept clean.”

The particular paragraph to which I desire to draw your attention is that
which reads:

“If the pelicy settlements of industrial health and acpident companies
cannot be made fair and clean-~the public will demand, not the mere
regulation of the companies now unpder invesiigation, but the prohibition
of this kind of insurance by private corporations; in cther words, the
furnishing of it by the government itself.”

It is mnot pecessary for me to outilne what fen years have broughi about in
this conniry along the line of state and government insurance. You are quite
as familiar with this subject as I am and are equally aware that the “demand”
i by 1o means at an end in this respect. Indeed, it has but fairly begun. Bils
calling for state insurance were introduced in twenty state legislatures in 1921,

It is greatly to the credit of this body that it had the foresight to observe
the tendency in 1911 and pointed put one of the main, if not the chief, cause of
this agitation.

In cansidering this subjeet of health and accident coverage, it is apparent that
we are dealing with a matter which concerns not alone the individual policy-holder
and kis dependents, bat the state and community as well

The chief asset of the state in the wealth-producing power of its citizens. ‘That
power has but one measure-—the time of the individual. Tt follows that any
agency which contracts to recompense the citizen of a state for the loss of his
time through sickness or accident, and fails in the complete fulfillment of its
contractual agreement, defrauds not alone the individual, but every citizen of the
state or community in which he resiges.

N.o restricted conception of the obligation of any company, e¢ngaged in the
business of wrmng_hea]th and accident insurance, will serve, for service iy its
enly warrant for being permitted io conduct its business.

) It has been '9ossib]e in the past for many organizations engaged in this form of -
insurance business to so conduct their affairs that they could mest the superficial
;-;q::rexz;ents of the laws 2nd fail in the basic obligation. It is my firm convietian
&t 50 long as this condition persists, and i i
t I 1 3 n proportion to the degree in which
it prevaiis, shall we continue to have violent agitation for Zovernment ingarance.
The msurgnee journals are filled with lengthy articles condemning state and
kgover_nhment msuranee in all its forms. The officers of the leading companies, with .
everish oratory, condemn its zdvocates as radicals, socialiste and bolsl:;eviks
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Nor is this opposition limited to propaganda by word or mouth. in the hails of

Congress and every sinte lepislature there is an active insurance Jobby.

The Federation News for the month of August states that in the legisintive
assemblies of 1921 in forty-one states there were fourieen hundred and twenty-nine
bills fntroduced relating to the sebject of insurance. Eliminating ihe departmental
and miscellaneous measures, there remained eight hundred and nisety-twa bills.
FOUR HUNDRED AND FOURTEEN related to the subject of casunlty insurance.

There is an ohvious deduction to be drawn from this fact. The peopie of this
country and their representatives arve not satisfied with the preseni status of the
heaith and accident insurance busipess. i

Let us consider briefly the character of the paliey-holders of this class of
insuraxve and the treatment they weceive, as compared with that' acrorded the
heneficiaries of other forms of fmsurance.

The individua! who is most concerned with the confinuance of his income, in
case of illuess or scoident, is.the small wage earnmer. 3t s this portion of cur
popufation who have the fewest Tescurces and who goonest feel actnal want when
auything oveurs to interfere with the source of income—the day’s wages. It is
obvious that this clgss—the smalt whge_earnerAuffers the solicitor of casualty
insurance the widest field for his activities, and, by virtue of numbers, makes up
in volume of Lusiness what it may lack in the size of the individual premium.

When illness or accident overtakes the wage earner, sxistence bacomes a hand-to-
mouth affair, frequently compliested by the demands of a wife and children for
support,

It is, ¥ think, an incontrovertible fact that the vast majority of the health and
aceident contracts are held by wage earners. In the state which T have the honor
to serve we have a considerabie population of foreign-born wage earners. There
are thousands of these people who speak little or ne English, yet they are and
have been » prefitable field for the health and accident insurance agents and their
companies, In the wast majority of cases they are led to believe that when they
purchase health and accident insurance, they and their dependents are proieeted
agrainst all continpencies resulting from sickness, accidental injury and loss of life.

This brings us directly ta the considerafion of that feature of this class of
insurance which is most in need of remedy.

To. experienced insurance men like yourselves, the lack of coverape offered by
thousands of the policies which are permiited to be zold under our state laws
must be appalling.

1 do not prepose to burden you with many illustrations, as I appreciate thag all
of you have had unfortunste experiences with these trick pelicies, but T wish %o
illusiraté with a few exampies of actual coverage under healith and aceident policies
offered the public:

One companry writes an aceident and sickness policy, promising, on the first

page, full sickness and accident coverage, hospital benefits and double indemnity
for & period of twenty-four months for zeccident, and twelve months for sickness,
and;, on fhe second pape thereof, inserts a clause which provides that death or
disability from sunstroke, freezing, or some twenfy-five namecd diseases, or any
chrotic diseases, or any disabifity that is caused by one or more diseases, od
diseases in eomnection with any injury, will be conaidered #s resulting from
sickziess, the original cause thereof notwithstanding, for all of which the company
will pay benefits as provided in Parts I and V of Paragraphs A and B thereof,
and subject to the same conditions as specified therein, not to exceed one menth.
' -Of ‘course; you apprecizte that it is rarely one is confined with & serious illness
that soine, at least, elicht complication does not set in. This clause as writben,
while it Jooks like the ordinary clauvse exempting the usual diseases, places in an
wnserupulous adjuster’s hands a mighty club,

Ancther ge¢neral illustration is the so-called “limited” palicy, which, in bold
tyie, aeclajms itself an accident and sickness palicy, paying indemnity for lose
of life-by sceidental means, as provided by Part VII, and for loss of Jife, limb,
iimbs or gighit by accidental means, as provided in Part I, and for loss of time
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by accidental means, did sici&hjes ahd indefmnity for eertaia? fractures, fehedule qf
operations und identifyify sefvite to the exleat hevein provided, a maxisiim death
heriefit of $4,600.00 ; #aifiim weekly sccident indemnity, $30.00; weekly sickness
indentaity, 31500,

This poliey, after settiti up the usus) insuting elause and 4 long list of aceident
benefits, recites: "but bily wWhere sweh injuties &ie tustained while actunily riding
as a passenger, in a placée reguliily provided Tot the tfansportation of passengers
only Wwithin & wailrold caf, efevated, subway or interarban railroad ear, at;eet
eaf or stesmbouat, provided by & common earrier for passenger service, and only
when such loss shall be caused by the wrecking of any such car or stéamboa "
while ite eitkness berefits, which are promised under giaring, bold-faced type
tettets on the frst pige, are restricted, on the second page, to & certaif entiinerated
list of diseases, among which are found chicken po¥, Polter, mumips, chores;
barbers’ itch, tetanus, tape worm, ivy poisoning, hives, e¢cweriva, trachoind; nods;’
sosbies, Yelok, voiiltoris, not ineludihg their complications and consequence,
provided thé rnsured shall be cobtinucusly confined within the house, not leaving
it a$ any time of for any purbose whatsoever; ahd regalarly visited therein by
e licensed physician, and be wholly preventsd fom transacting any and every
kind of businégs sdlely by one of the above:mentioned list of diseases.

Among the general Brovisions pertaining to this palicy are Tound the folluwing:
**This insurinice does not eover an employee of a commaon carrier: any
iose contribiited 6 or vaused by any mentsl or bedily infirmity or vemereal -
disense, vertige or exposure to unnecessary danger while viclating the
law; while walking over or on the road-bed or bridge of any railway, .
except while erossing in a fublic street of highwey: while engaged in
playing foothall or handling explosives or fitearins ; sickness sciitiacted
prior to the date of this bolicy, or from any disease oF sickness not
named in the policy, or complicated with a disease nit specifically covered

by this policy, except as provided by Part XIT, which provides that:

“*If the insured shall, in consequence of any sickness wnot otherwise
cavered by the policy, be continuousiy confined within the house, not leaving
it at any time or for any purpoee whatsoever, and shall be wholly prevented
from attending fo any and evéry kind of work or tusiness for & period
of not less than sixty consecutive days from date of the commencement
of the sickness, but the company shall rot be liable Zor such loss if caused
by any chronic disease or hy any disease wot common to both sexes, the
company will pay the sum of Fifieen Dotlars ($15.06). *

Another company’s policy recites:

“losuranee je granted against loss of timne caused by physical disability
of the assured resulting solely from disemze; except disease that zhall
originate #nd begin before this poliey has been in force thizty days,
veneveal disease, and diseases of organs mnob comimol te both sexes:
and for which there is provided indemnity to the extent of ...
Dollars, which indemnity is limited to the loss established by the aasured
every month at a rate of not to exceed..
month, atd for not to execed... ..

Dollars for any
- months,”

I.Jnder the construction placed upett this clause the adjuster for this company
writes an assured, suffering from hemorrhoids, as follows:
“Desr Sir: Your final proof blank has been received and examined,
The laws of this state permit insurance companies to provide insarsnce
only as follows:
1. Indemnity for loss of life by aceident.
2. Inderanity for loss of time by sccident,
8. Indemnity for less of time by disease,
You are e-la.iming an indemnity for disability resulting from hemor.-'
rholds.  That is not an aceident, hor is it a disedse, but it i5 a physical -
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itiipairment and consequently, under the law, cannol come witk.xin r.he.terme
of vour policy. We, therefore, are unshle to allow you any indemnity on

this claim.”

The law really provided smuthority to insure sgainst loss or damage by the
-gickness, bodily injury or death by accident of the assured.

e Hssured in this instanee alleged that he was totally disabled for seventy-one
‘dayy, but We aré advised by an offiver of the company that this claim was rejected
-om the pround that loss of time resulting from hemorrhoids

‘s not a contingency covered by our policy of insurance that insures
apainet loss of time only when it shall result from an zecident or a

disesse.”

If hemorrhoids, or any similar oy disaimilar condition or impairment of the
‘body, does mot fall within the classification of an aceident or a disease, ¥ am
frankly at & loss for a place to list it. An officer of this coznpany very happily
places them all in what he calls “No man's Land™ in health and accidént insurance,
This is an arvea which will, no doubt, Be broadened rapldly it conditions such as
these are longer tolerated,

Perhaps the most alluring policy, containing the least amount of. insurance, is
the recent poliey of a company which provides, in heavy type:

“This policy provides !life-time indemnity for Total and Permanent
Disability cawsed by any disease, except venereal, or any accident or
bodily injury, fo the extent herein provided. Nen-canceilable. Total and
Permanent Disability Coverage.”

While to the average person this policy would pass muster =as a first-class,
non-caneceilable heaith and accident policy, it. in fact, ihsures ouly against
permanent disabitity, which is a feature covered by most life ecompanies for an
annual premium of about $1.75 per thousand.

The ¢oapanies are now writing policies ranming in term from one menth %o
five years, and the average premium on a five-year policy is, perhaps, between
$266.00 and $300.00, the companies paying the agents approximately 40 per cent
-comimiission, some more and some less, for writing this business.

You gentlemen are acquainted with the gemeral ran of industrial health and
aceident agents and you can imagine the representation or misrepresentation that
sopme of them would he fempied to make in order fe procure commissions of, say,
$120.00,

After the agent sells the policy, while the company tan cancel the next day,
the insured is bound to retain his policy for the full period for which the premiums
were paid, even though it be for five years. 7There ig no one thing that will deo
more to sabolish “hiph pressure” metheds or misrepresentations in the placing
or writing of this business than to permit the insured to cancel his policy at will

The practice of writing artfal policies is well illusirated by the quarantice
indemnity clause contained in a pelicy under the heading: “Quarantine Unlimited
Peried,” which states:

“If the insured i3 quarantined during the term of this pelicy, by order
of the-Civil Atthorities, because of any infectious or contagious disease
cotitracted by thé insured, and by reason of such quarantine is confined
within the house and prevented from performing eany and every kind of
duty pertaining o his pccupation, the company wiil pay the insured Jor
the period during which the insured i3 go continuougly Quarantined, a
monthly indembity of §30.00.”

Kindly note in passing that the mounthly indemnity for house confinement under
thie policy is $30.00, and that this mosi generous company, which advised that it
‘wis hot charging any additional premiuvm for this “wnlimited guarantine period,"”
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would be veguired, under its contract as written without this guarantine cla}lse,
to pay the imsured exactly the same amount, as the quarantine provision requ{re(i
the assured himself to have contracted the contagion which caused his quaraniine.

Tt would be possible to multinly almost indefinitely examples of this character,
and yom are, 1 am sure, all too familiar with therm,

The evil iz that these policies readily lend themselves to misrepresentation, and
do. in themselves, misiead and lull the ineared into a sense of false security.
In the particuiar case of those of foreigm birth, nartially or wholly uafamiliar
with the Enelish language, the prospect is entirely at the merey of the soiicitor
for interpretation of the ¢omtract,

In thonsands of instances policy-holders who have been pervsuaded to purchase
this ferra of insurance are made to think that it carries with it full protection
under a heaith and accident policy ard affords the same profection as = life
insurance contract, The sad part of this is that the mistake is seidom discovered
until the policy becomes a eciaim.

In bundreds of cases disclosed by the special committee investigsztion in 1811,
it was eonelusively shown that the peneral attitude of the companies was to
purpesely evade the secumulation clause when effecting settlement of elaims. Tt
would seem desirable, if any clause of this nature is to be permitted on 2 standard
policy, that the wording, the prominence, and the conditions relating thereto,
should receive the most ecareful considevation. While this clause is ostensibly of
benefit to the insured, it is primarily for the benefit of the insurer. It, therefore,
wonld appear that the incentive for persistence should be in a reduced or discounted
premium znd not an increased benefit, the actusl payment of which is toc
frequentiy deliberately aveided threngh the ignorance of the insured or the artful-
ness of the insurer.

There is a variation between what they are led to believe they have secured in
the way of protection and what they actually receive when it comes to the
settlement of claims, which must all too frequently result in a feeling of bitterpess
on the part of the policy-holder or hiz dependants when they learn that they have
been actually defrauded.

We have heard much, zince the war, regarding the Americanization of. the
foreign born, and if is a subject to which all of us, who have the future of
this greal republic at heart, have pgiven serious thought. In this connection
eonsider the insurance solieitor, whe goes inte shop and wmill carrving an
ambiguous contract which he, in addition, misrepresents te an ignorant man
who ig inspired hy the desire to protect himaelf and- hiz family. When such a
contraet, entered into in good faith by the volicy-holder, becomes a elaim and is
fellowed by the scaling of loss or complete avoidarce of settlement, through any
of & score of cheap subterfuges, unfortunately legalized,' what, thew, is the effect
upon the man who has paid his hard-earned money for protection? This is
exploitation in the true sense of the term. What can be the sentiment towards
“eapital” which he evaded the moral and conmtractual obligation? What epiaion
does this poor dupe have of the government which permits, nay, legalizes, this
prractiec? Gould the socialistic agitator find a better field for the propagation
of his dangerous doctrines ?

In this conmection, I might refer you to hundreds of cases investizated by the
committee to which I referred in my opvening remarks. The treatment aczorded
by these¢ commpanies wasd, in many instances, seandalows,

While this investigation was conducted pver
investigation to be underiaken at this time I bel
conditions have not improved,

ten vears ago, werg a similar
ieve the result would show that
From the experience of the Minnesota Insurance Department, and from what
d through the courtesy of man

i ¥ of you gentlemen who
are here present, I am willing to assert that in 1o other branch of insurance
?oday would the methods of adiustment he tolerated that are commonly practiced
in the health and accident business, v practice

I could, if I chose, give you st length from my own experience the history of
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: eases in which the moral injustice to the insured was 80 great as lo provoke
sympathy and aiso bitter 1'esentmenf,~ and yet the Insurance Department was

. helpless under our laws to effect settlem_enf.

We all realize that but & fraction of the cases in which the policy-holder hus

. suffered res! injustice are ever hreughi fo cur attention. 1f we have dealt with
hundreds, it is safe to say that theré are thousands of which we never hear,

I feel that the time has come for this organization net eniy to again record iis
sentiment in respeet o these abuwses, but to enfer actively upow a campaign to
remedy such practices.

From the letfers which ¥ have received bearing upon this subject, I am eonvineed

| that the Commissioners here present believe that & remedy for these conditions
must be found so as to protect the reputable insurance bugivess from ultimate
destruction,

Lo 8o large @ portion of the public has suftered from abuses of the character which
I save ontiined that it has had material eifect upon the conservative ingurance
husiness. ‘When a considerable portion of the public is dissatisfied with the

. treatment and service which have been rendered, it unfortunaiely venis itg
discontent in the condemnation of all the interests which it believes, rightly or
swronzly, to be allied.

I believe that much of the adverse legislaticn which the insurance companies
of -all classes have been called to oppose during recant years can be mere or less
‘gdirectly traced to sharp dealings—the ““trick clauses” and claim-scaling poliey
of the companies writing health and sceident business.

Every thinking man knows that there is no factor of our moderr life which

. is more beneficial in ifs results than honest insurance. The bilHons of doliavs
of life insurance and fire fosurance carried in this country give a stakility to our
.whole economie systern whick is difficult to estimate. It is for the sake of this

" great pratective and stabilizing agency, which we are 21l proud to aid in

. further developing, that we should endeavor to help rectify an evil which reflects

. wpon the standing of the insurznce business as a whole.

There is no guestion as to the important function whick health and accident
c-insurance should exercise if properly and wisely administered. In fact, 1t i3 so
 generally recognized that this class of protection is essential to a great mass of
. pur citizens, that the arguments for state insurance are largely based npon that

ground,

I am unalterably onposed to state insuranee. I believe that private corporations
- can more economically, effectively and equitably render this service than ecan the
. government. The companies have had experience zufficient fo establish the
necessary standards of contractunl relations between the Insurers and the insured.

This experience has leng since been sufficient to have in operation at this time
" & 4tandard bealth and accident policy. How much longer must the public be

compelled to pay for the alleged experience necessary? The truth of the matter
is that the development has been away from conservative lines,

One company writes & policy designed to attract s certain class at an exceed-
- -ingly low premium rate. A competitive company, upon seeing the confraect and
: rezlizing that it cannot write the same policy at a lower rate, drafts a poliey

with 2 few more exemptions, and, for the purpeze of competition, offers it o
the public at a reduced rate, and so the battle goes merrily on at the expense
of the public, antii today we have casnalty companies peddling these abortive
" policies for as little as five dollars per year.

It might become necessary for the companies writing health and accident
cinpurancd to increase their premiums In order e carry out the benefits offered
;. without exemptions, or reduce the benefits in order to write the policy at a low

premium, but every health and accident contract should cleariy state what it
¢overs and be free from ail ambigucus exemption clauges, giving the assured a
cledar understanding as to Mhat protection his contract offers,
.- The premium-income of ail heasith and sccident companies, during the year 1926,
was apbroximately $95,261,078.63, of which only $39,792.476.7% was actually used
_in-payment -of losses. to the assured. It would seem that the officers, directors and
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stockholders of these compapies could affard to intérest ﬁ}e:ﬁselves in t_t;e
standardization of = bealth and accident sontiact, eliminbting the gawe of hide
and seek which has so long been played with the publie. )

It would appear that the officéts of the health and ateident ihsu;tanc“e Icnmpat,nes,
realizing the great dissatisfictisn of the pu}:lie with thia z:'ia.s'a t::f_ }ﬁimrs.ncé, _shog?d
eo-operate with this body in adopting and eupportific stahdardided i:fo}icieg; m\_d
they would thus have a unifori and possibly 2 more equitable cn.ntrn_ct 'l;hari .15
drviven into submission by legislhtive actiohi, as tothpulsory iéﬁlslﬁt?pn Vould
doubtless result in a multiplicity of forms, Thus, the choice of vquﬂtary. gtand-
srdization or eabmission to compulssty and arbitraty tegiglafion lies with ihe
comipanies. )

f have no desire fo urge upon this convention, of the health and aceident
companies, any specific form of contract. A standard pelicy should be draftéd
with +he vo-operation of comimittees selected by this honorable body aid the
best beding it the healih and aecident bubiness, giving the companies that
oppoftunity te which they arve rightfully entitled—bringing sbout feforms from
within.

Should the companies fiil to take sdvantage of sach an dpportunity i it Je
s0 offered, | would respecifully urge that this convention proceed to draft a
standard hedlth ang meeident policy law which may be presented, with its endoise-
+hent, to the varicus siate legislatures when they nexi convene.

THE INVESTMENT LAWS RELATING TO INSURANCE COMPANIES.
By Clarence W, Hobbs, Insurance Commissioner of Massachusetts.

A eareful reading of the investment laws of the several states applying to
insurance companies discloses. the fact that several lepislative wotives lidve opereted
in their compositien. The main idea iz undoubtedly to secure a ceftain measure
of soundness and stability and prevent insurznee furds from being wasbed ih
speculative and unscund investments. But superimposed on this i& a series of
snactments, prohibitory or repulatery in their natuve, which have not so ¥uch
to do with the merits of the investment as ie eliminate practices deemed conirary
to public policy; and a further series which seek to direct insurdnece funds inte
channels favorad by the bolicy of the §ate, either by making certain securities
legal investmenis, or by using u certain degree of compuizion., Hence, although
insurance invesimeat laws have no where approximated the extraordinary detail
which claracterizes the sivings bank investrtent laws enacted in certain atates,
they are freguently of considerable volume and exhibit « notable variety among
which any trace of uniformity is indeed hard to seek.

There is, of course, no real need of wniformity save in so far as the investment
Jaws apply to companies of other states. There, indeed, a certhin similarity
of treatment must exist or the transaction of an hsurance busivess in the several
states becomes a very difficult probiem. A compiany in mapping out its investmett
policy has, first of all, to consider its own business. Its primary function is not
investment, but insurance, and its investthents muat be chomen alwass ib view of
the facet that they are to be ancillary s the business of insurance dote by the
company. Not only should they be sound, vielding a reaschable return of intetrest,
but ihey must be chosen according to the ability of the company to maintain its-
funds in 2 permsnent form or its necessity of keeping them in such form that
they can be readily converied inte cash. The company, of course, rust take the
law of its own state inte consideration and this may conceivably have a marked
effect upor the manner in which it deals with its main problem. But, if to this
Te aflded the necessity of making alterations in its investment policy to meet the
requirements of several states, the problem becomes immensely complicated;

Fortunately, the requitements of wmoast states ave not hard to meet. A nufaber
have mo laws whatever appiving to the investients of forelpn cotapunies, Maost-
of those which have guch laws undertake merely to regulate the inv%tmeni‘t of “the
statutor'y deposit or of & sum equal to the minimum ecapital required of demestic
campamues transaeting the same classes of business, Not infrequently a degrée
of con:exderation is shown for the laws of the state of incorporation, securities
authorized by the imws of that state for such funds being recognizel} a5 legal.-
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"‘I‘hére ave, howm:r-, GELHRI states w]m:h prescnbe & semewhat narrow limitation.
. Bo JouE as the Pund aWécted ds hot ldiige, compliance s not a serfous Matter,
- whhasially in View of the sbuhidanee of goverpmental issues, which afe aceeptable
46 bradtieally Bll shates, The seal mischie! cotes in states which have a domeatic
AW Which wpiles indiffeiently 3o domestic and foreifn comipaniés and affesting 2
- ®ibstiotial portion of thie assets. The law of Maryland, for ifwiance appliés to the
CpHtise FETnERiaNGe Teserve for hoth feréign and domestic companiea. The laws of
: Fgiie, fdaho, Kentocky ¥nd Nebiaska go so fax ns to cover all the aswets, In
{"[dsho dnd Kenhicky indeed the investment laws are notably liberal and in Ceorgia
ahd Nebragka provisions are ingested sllowing investment in securities other thab

thiga fisted, subjeést, however, tv oficial sanction. There are; also, certain statntory
r%g\i]ﬁmns ahdl prahibitions in certain states which apply indifferently to domestic
End” forelgn  ¢oipanies. But even if compliance with the law of each of these
| gtates ik vot B itself 4 serious problem, the necessity of conforming investinenta
i - Siit geveral sich laws intréases in geametric ratio the difficutty of formulating
S éfong_:steht ihvéstment policy.
" Undes this heading most be hobed two laws of more serions moment, the laws
“of Texay and South Carolina afecting the reserves of life companies against
poliaies. on 'the lives of  residents of those respective states. South Carolina
'ﬁnderéakes 0 ¢otpel the investment of those reserves in lacal securities by means
©of A tax which §s reduted in proportion as those veserves are invested in sach
‘Wesurifies, 1 understand the constitutionality of this jaw bias been questioned, and
CERAE IEI8 u present the sabject of Htigatioh., The Tewas law requires the invest-
Cprent oF thieecfoirths of sach reserves in certain loeal securities as a condition of
“the ‘Eransaetion of -business.

CNOTE: In view of the criticisme raised by the Commissicner of Scuth Garo-
Clipa cand Upon further readive of the law, it seems fair to state that the groes
taX evied by South Carelina is two per cent of the premiums, which is not at all
“Ahredsonable as compared with texation in other states. In the paper as published
“the’ word “compel” his beén changed to “induce,” and the sepience as fo pending
-"litig'étio'n on the. constituilonality of the Jaw has heen eliminated.)

The criiu::sms given above apply with equal! force to these laws and they are
-h)ghiy cbjectionable for further reasons. If it is proper for these states to enact
ek laws -it is equally proper for other states, and general action of this sort
woid Force wpon the corpaniss #n investment policy entirely removed from any
';ﬁ_b'xiside?iitian' of finaneial soundness or adaptzbility to the compsany’s needs.
i'Un'&dﬁbt'edly,'izll companies should iake into consideration that the removal, even
if. for A tims on]y. of a large volume of the funds of a given commubity may
: sermusiy ‘depiete the funds for fnancing loal needs, and not omly the advisability
-gentteriog investments but a desive fo play fair with the states ehould induce
in states whidh contribute largely to preminm incomie, but {his can
& dane safely only according to leedl condifions. Investment in state or miunieival
; onds 18, prudént. anhr in proportion to the degree of self-control exerted by state
;-legislatures ‘afid local governibg hodies. Mortgage Investroents are prudent only
-n- propartion to the degree with which the state protests the right of the mertragee.
fivestient in the bends of public service corporatiens is prudent enty in the
f'e\'e_'t ‘that the state pnizcy perinits such eorporaticns u fair i'eturn on thelr fnvest-

thou’a the rjecessaty of legal compu]s:on The existence of such legislation
“¥6 indicale s certain doubt as o the soundness of joeal securities
"hvenes" to mveatment cs.p:tai In cértam stales, tao, the emstence

: law Whlch reqmrea thef & ets of & fofeign coripany to be invested ik accordance
_w:i:h the ‘ia.wg of.:ts own Biate and to venture the hope that we will in the course
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of time have sufficient confidence in ourselves and in each other to be assured that_
the companies of all the atates ave sufficiently well controlled with regard to -
their investments so that thly may be admitted and permitlted to de busmeés :
anywhere without reference to the investment, laws of any stale othe.r tha.n theu‘:
own. Also, to express the hope that at some time all laws requiring either a :
special deposit or a general depesit may be done away with, Such deposits are g :
real guaranty of safety unless they conetitute a wery substantial portion of th?z
company's assets nor do they constifute an adequate protection to policy-holders .
On the other hand, they are endless nuisances both to the companies which hfs_ve H
to make them, to the officers whe hold them and ts receivers and other liguidating :
agents who try to get them for the benefit of creditors. Other than with vegard fo ;
their application to companies of other slates insuratce investment iaws are matters ©
primarily of local concern and admit of considerable perfectly justifiable variation
in order to meet local conditions and local concepts of public policy. It does not
foliow, however, that a degree of uniformity is not possible and the subject hits -
elogely enough at the very vitals of the business of insuranee to warrant a careful :jf
consideration, Ewven if nothing eise is accomplished, and exchange of ideas wpon
the subjest is not without considerable value. -

Investment laws are in' their nature an extremely important part of the insuranee
law znd a part that must conmstantly be referred o both by companies and by -
the departments. I presume that most of us desire our domestic companies to
prosper and to increase in importance so far as this can be secared by proper
meane.  Apart from skill in underwriting nothing can conduce to this end mare
than a wise and prudent investment policy on the part of the companies and
legislation whereby such a palicy shall not be unduly hampered or restricted. It
s thoroughly worth while, therefore, to take steck of what we have been doing’
and make some discussion of the principles that liz back of these endeavers to
regulate the investment situation. :

For purposes of discussion investment laws may be divided into thres parts: (1}
Regulations and prohibitions; (2) Laws relating to the holding of real estate and
other property; (3) Laws relating to income producing investments. It is my
vurpose, first of ail, to take wp the leading feafures of the present laws under -
the several headings.

i. Regulations and Prohibitions,

In certain states these constitute an important part of the insurance law. Ji
others they appear only sporadicaliv. The principal previsions eoming under -
this head are as follows:

(a; Investments, etc., to be in the corporate name. Such provisions are found -
in Arizons, Massachusetts, Minnesota, Oregon, Missouri, Texas and Washington. .
The Minnesota law eovers the investments only : the Massachusetts law investments -
and deposits, and the Washington law investments, loans and deposits of funds =
and securities and all purchases and sales. The Texas law applies only to depesits.
and invesiments, differing from the others only in it being phrased as a pepal & -
statute. The Missouri statute requires securities held as coliateral exeept such -
as are transferable on delivery to be transferred ints the company’s name, 'The

would in all probability be attended by no seripus consequences. It is ‘posgible, !
moreover, that contingencies wight arise where it would be an advantage to 'ﬁ‘u;
cu.mpan}; to make a purchase in another's name or where it might find itself
with securities on its hands whick by the by-laws of fhe corporation . issning ‘fhe ..
samie could not be held by ancther corporation, in which case the oniy recuﬁrs&"
of the company would be to have the securities held by another in trust for the

embezzlement and larceny.

(b)  Authorization of investmenfs, foans and deposits,
are found in the laws of Connecticut, Delawaze, Mass&ch;zs
Massour?, New York, North Dakota, Gregon,,Tennessee
West Virginia. There are three forms of this provision',

Provisious of thls nathre e
etts, Minnesota, Montarnia;
Texas, Washington  and
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(1Y No lean or investment chali be made by & life insurance company of this
atate without the unanimous approval of its finance pr executive commiliee or the
approval of = majority of the -dircctors of such company present al a meeting of
such directors and the name of every diveetor approving or disapproving any
foar o investment so named shall be entered by the secretary on’ the records of
the company, This form is law in Connectiout and West Virginia
S{2) N investment or lean except policy loans shall be made by any auch life
insurance company unjess the same shail first have been avthorized hw the boavd

. of directors or by a commitiee theraof charged with the doty of supervising such
investment or loan. This iz law in Delaware, Minnesots, Montana, New Jersey
(amitting the words “except policy loans’ in the first line), New York {omitticg
the words “except policy lomus"}, North Dakotz, Tennessee and Texss. If
.applies in these states to domestic life companies only.

: {8} No investment, sale or loan, except loans on its own policies, shall be made
"whick has noi first Leen authorized by the board of directors or by a committee
therveaf charged with the duty of investing or leaning the funds of the company,
-nor shall any deposit be made in a bhank or banking institulion wunless such bhank

‘.or bhanking institution has first been approved as a bank of deposit by the board
of ‘directors or said committee thereof, and unless the board authorizing ouch
_inve'stmenf, saie or lean or approval of the place of deposit has been duly recorded
in the books of the company. This is law in Massachusetts, Oregon and Wash-
ington—-Qregon omitting the words, “except loans on its own policies,” and
‘Washington having a slightly different wovding of the final clause, The regulation
applies in these states to ail domestic companies.

The third form appears the more complete. There appears to be ne valid reason
why such a2 provision should not apply to companies other than Iife, the provision
being an eniirely salutary oune, The provision appearing in the first form, of
recording the name of every director approving or disapproving of the lozu or
investment i3 a provision which might be on occasion of great value as fixing the
respansibility of the di}:‘ecbors for the loans or investments cof the eompany.

{e) Prohibition of the receipt of fees or private profit by officials of insurance

domranies. Provisions of this nature are found in the laws of Arizona, Connecticut,
Towa, Massachusetts, Minnesota, Missouri, New York, Oregon, Pennsylvania, Texas,
Wgehington and West Virginia. There is considerable variation in these statutes
‘nit only in their wording but also in regard to the companies to which they apply.
“In. Conmecticut, Pennsylvania and West Virginia the laws apply to domestic
ife ‘companies only. In a1l the other states they apply to all domestic companies.
'_Te}_(as has cne lew applying to domestic life compenies only and another applving
‘to all domestic and forelgn companies. The following laws are in uge in more
than g single state:

:€'1) No director or officer of a life i{nsurance company shall receive any money
or waluable thing for negotiating, procuring or recommending any loan from
such dompany or for selling or aiding in the sale of any stocks or securities fo or
by such gompany. This is law in Connecticut and West Virginia,

{2} Mo director or officer of an insurance corporation doing business in this
state shall receive any money or valuakle thing for negotiating, procuring, recom-
‘wmending or alding in any purchase by or sale to such corporation of any property
or: any joan from such corporation or be pecuniarily interested either 23 prineipal,
.c_aa-'principal, agent or beneficiary, in any such purchase, sale or loan: provided,
that nothing herein contained shall prevent any life ineurance corporation from
“Thaking o lToan upon a policy held therein by the barrower mot in excess of the
net value thereof, This is law in New York and, with slight verbal changes, in
~Texas and, except that the provise at the end is omitted, in Pennsylvania,

{8} N divector or other officer thereof and no member of a committee havine
any avthority in the investment or disposition of its funds shail accept or be the
-iagnéﬁciary of, either directly or remotely, any fee, brokerage, commission, gift or
'D"_ther tonsideration, for or on account of any loan, deposit, purchase, zale, paymens,
-__or-_exbhange made by or on behalf of such comparny, ar be pecuniarily interested
._i'n_ eny ‘such purchase, sale, or Toan, either as borrower, principsl, co.principal,
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agent, attorney or heneficiary. This, in substance, ie law in Arizona, Magsachu-
setts apd Washington, the above form being the Massachusetts Ffoym., —Wash-
ington containg the somewhat notable addition of 2 provisp that an 'Dﬁif‘-”v €ier
may proeure a.loan from the company direct upon agproval by 2 tw_o:t.h;rds vote
of the directors and wpen deposit of securities as provided in the siatute
ublic policy back of all these provisions is hardly neces-
sary to discuss. Undoubtedly, it iz wrong for persons holding a position of trust
tc.extract profit therefz'om.’. It is possible, howaver, fe draft the law m sueh.
sweeping torme that it would cperate to deprive the company of the serv.:'oes og.
its board of directors of persons actively engaged jn business whose sorvises "aa
the company would be of considerable value, Persanaily, 1 prefer the _Ne‘a_f
York form. L
(d}) Responsibility of officers, directors, etc., for unlawful investments, Th
subject is dealt with in the Jaws of Connecticat, West Virginia and Pennsylvania.
All of these statutes make officers or directors of life insurarce companies whe
consent to loans or investments in viclation of lgw personally liable to the.
company for any loss whick may be sustained on account of any sach investments. .
or loans. In the case of Connecticut and West Virginia u subsiantial eriminal
penalty ac well is imposed, and the laws of these states provide for vivil actiod
by the Insuvance Commissioner to vecover the amount of the less on complaint.
of any polieyhoider or stockholder. This provision has ceonsiderable merit and puts
real teeth into the investment law. In its gbsence the liability will not ordinarily
He enforced, for the directors and officers are the ones wko should institute all-
suits in the company’s name, and it is not thought that they will ordinarily sue
themselves, The provision might reasonably be applied to companies other than life.
The variety of regulations and prchibitions affecting investments in income-
bearing securities will be discussed in connection with that subject.

The consideration of p

2. Laws Relating to the Holding of Real Estate and Other Property.

The laws governing the real estate holdings of the several companies gre
modeled rather closely on the laws of the State of New York, This law .is by
no means a had medel, although s portion of ifs atiraction is doubtless due %o
its exeellent rhetorical stracture, ITnasmnch as this statute hds been so widely
copied, ang inasmuch as it covers wneaxly all of the legitimate excuses of insurance -
compznies for holding real estate a cqnvenient method for study would be to take
it as & foundation and see how the sther .states have adapted it to thelr uses.
The New York law permits the holding of real estate for purposes set forth in
seven separate headings: .

{1) The building in which it has its prineipal office and the land on which it
stands, This provision appeads in the laws of California, Idaho and Oregen, and
similar provisions appear in the laws of Arizona, Colorade, Georgia, Indiana, Icwa,
Nebraska, New Hampshire, Texas, Washington and Wisconsin, differing in the
cases of all except Georgia mainly in the recogunition in one form or another of
the company’s right to own or erect a building larger than it may heed for fts
own use and to rent space therein. Arizona provides that after making the invest-
ment the company must have other assets at least one-hialf the required capital.
Towa limits the Investment to 109, of the legal reserve of o l}ife company -or-in
the case of & stock company to the capital and 16 of its reserves. Nebraska seifs
o limit of 25% of the admitted assets, and Wisconsin a limit of 209 -of the- .-
admitted agsets, el

{Z) Such as shall be required for its convemlent accommodation in the -trans.
ac.tion of its business. This appears in the laws of Delaware, Idaho, Ma:ssacbusetts,
Minnesota, Montana, New Jersey, New Mexico, North Dakota, Ohio, Oregon,
Tennessee and Wyoming, and in substance in the laws of California, Kansas,
Kentucky, Louislana, Minnesola, Missouri and Pennsylvania, In Michigan, ‘Ohio
and Scuth Dakota a variation is used which limits the company’s auiherity 4 yeal
estate mecessaly for its immediate accommodation. This latter limitation appesrs -
i'nadvmab]e. Undoubtedly, a company should not meke an. extravagant investment
in buildings, but it 2 equally unwise pot to make prudent gmvisicih.for’ Future
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peeds. Massachusetts limits investments of this clasa to 10% of investad sssets
including cagh in hank; Minnesota and Mississippi to 289 of cash assets, and
Louisiana to 259 of capital and sorplus.

Undoubtedly, the feeling of many states has been that the first clagse & too
broad, and that this clause which repulaies the authority of holding rezl estate
in accordance with the companies’ legitimate needs is preferable, This clause has
beer: found brosd encugh in New York, however, to sdmit of the construction ef
a tuberculosis sanitarium for the company's empioyees. a construction which we
must agree I8 liberal in epirit and lsudable in its resuls, whatever be its meriis
a5 » strict interpretation of the language of the statute.

{8) Buch ag shall be reguired for the accommodation of its business. The
present utility of this clause is net immediately apparent. Prior to the Armatrong
investigation it had a real utility, inssmuch as it was not made subject to {he
later provision of the law requiring property to be disposed of within five years.
The result of this was that it furnished authority for a company to eontinuve to
hoid properly which it had snce sequired for the zecommodstion of its business
irrespective of whether it was now necessary for that purpose or not, and, there-
fore, constituted one of the means by which real estate holdings of certain com-
panies fzr beyond their requiremenis. come to constitute » scandal of greal
proportions. One of the laws passed at the recommendation of the Armstrong
Committee brought land held under this clzuse within the requirement of law
calling for the disposition of property within five vears. Outside of New York the
section exisis orly in Idabo and Oregon.

(4} Buch as shall have been mortgaged fo it in good faith by way of pecurity
for losns previcusly contracted or for moneys due. This appears in the laws of
Colorado, Delaware, Idaho, Indiana, Kansas, Kentucky, Louisiana, Minnesota,
Missouri, Montana, Nebraska, New Hampshire, New Mexico, North Carclina, North
Daliota, Ohie, Oklahoma, Oregon, Bouth Dakota, Tennesgsee, Texas and Wyoming,
and in substance in ‘}he laws of California, Michigan and Wisconsin, In California
and Mickigan the variation comsiste in including eonveyaneces in trust or otherwise
by way of security as well as morigages. In Wisconsin a clause is used which
combines somewhat compactly this clause with the following,

{8} Such ns shall have been conveyed te it in satisfaction of debts previously
contracted in the course of its dealings. This appear in the laws of 21l the
states enumerated In the preceding clanse except Wissonsin, and in addition in the
laws of New Jersey and Pennsylvania, -

{8). Such as shall have 'heun purchased at sales upon judgmenis and decrees or
mortgages obtained or made for such debis. This appears in the laws of Delaware,
Indians, Hansas, Louisizna, Minnesots, Missouri, Montana, Nebraska, New Hamp-~
shire, New Jersey, New Mexico, North Carolina, North Dakota, Ohio, Uklahoma,
Oregon, South Daksta, Tennessee, Wisconsin and Wyoming, In other states
there is = considerable varianece. Arizona has & simple compzct provisisn embody-
ing the substance of this and the two preceding clauses.- California follows the
clause in substance. Colorado adds the right {o acquire real estate as junicr
judgment creditor or morlgagee, a right which companies clearly shouid have.
Georgla, accorzplishes the same resuit, ity clause allowing the company to buy or
sell any realty that may be necessary for the Drotection of any loan it may make,
Kentucky, Massachusetts and Michigan fellow the clause in substance, the Massa-
chusetts . elaunse, however, being a combination of clauses 4 and 6. Pennsylvania
adds to the elause authority to protect the company's interest by purchasing reslfy
at sales under legal process or morigage where the attachment lien or morigage
lien ig prier to the ¢ompany’s. Texas foilows the ¢lsuse with a varialion recog-
nizing the right to purchase at sales upon liens other than mortgapes. Washington
has & clause like the Massachusetis clause, and in common with Massachusetts and
Arizona, recognizes not only the right fo acquire property by purchase, but also
by the less familiar process of set-off upon exerution.

{7} Buch as shall have been acguitred vnder sections 13 and I4 of the General
Gorperation Lgiw, . This is not found elsewhere than in New York. Section 13
of the- Generat Corporation Law provides that when any insurance corporation
exeept o life insyrance corporation shall have sold or conveved any part of its.
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real property it may apply within three years to the Supreme Court for antherity
1o purchase other real property not in excess of the value of the property so seld
and camveyed. This section furnished a covenient. avenue Tor the acguirement of
considerable realty not mecessary for the company's use, and one part of the rep.ort
of the Armstrome Committee barred the use of this section by life companies.
Section 14 anthorizes the mcquisition of property outside the siate for the accommo-
detion of the company's business. Owdinarfly, ome would think that clause 2 was
sufficiently broad to cover all that section 14 eovers. The reason and justification
of section 18, even in its present restricted form, is mot immediately apparent.
As above stated, thess seven headings cover most of the legitimate excuses of
the company for holding real estate. There are, however, some contingencies which

First, the case where = company owns property which

cught to be provided for:
It may be a serious

is subject tc an easemeat in favar of adjeining property.
handicap if the company is unable to extinguish the easement by purchasing the
adicining property. Second, it is doubtful if clause 6 as it appears in the New
York law is sufliciently broad. The right given by tha laws of Coleradoe and Penn-
sylvania to protect the companies’ interest by bidding in property on which it has z
len junier to that which is being enforced is a right which might be, on oceasion,
of great importance to a company and its lack might involve a serioms loss, There
are also in the laws of ecertain states judicial processes which the language of this
clause is gsearcely broad enough to cover.

I think it may fairly be said that the law i3 unnecessarily detailed. My idea of
a proper autherization to hold real estate would be to include authority to own a
home offce building and the land on which ii stands, reasonably necessary for
the company’s use, with reasonable provision to allow for the company’s expansion
and development: also, to own real estate necessary for the convenient accommo-
dation of ils husiness; these to be regarded as permanent investments. For
temporary parposes, the company should be allowed fo acquire all real ostate
necessaty to protect any of its lawful interests without entering into to great
detail as to what such interests shall consist of. Inasmueh as resl estate thus
acquired is for temporary purpeses and would mnaturally be subjest o the bre-
vigions of the iaw pubseguently discussed requiring it tc be sold within five vears,
the property holdings of the company under this heading wonuld be at all times
entirely under control.

After the seven clauses of the New York law foliow:

{a) A provision that property acquired under clauses 3, 4, 4, 6 and 7, not
necessary for the company’s accommodation in the covenient iransaction of its
business shall be seld or disposed of within five vears after title is acqaired or after
it has ceased to be necessary for the accommodation of the company’s business.
Authority s given fo the Superintendent of Insurance to extend the time in case
the interests of the company would suffer by a forced sale. This provision has
been very gemerally follopwed, although some states omit it entirely. The prinecipal
variations turn on the time within whish the progerty is to be sold and on whether
there iz any authority given to extend the time. As to the fivst, while five vears
is, by fay, the most commeoen limitation, the periods of two, three and ten years
oecur.  As to the second, there are a few states where there is merely power to
.extend the time for a limited period. A power of extendion should always be
m.ser.ted, f?r @ company which is under the necessity of getting rid of property
within a gn‘ren time iz in an extremely awkward position and faces almost certain
loss. Certain states have found it advisable to insert provisos that if land iz heid
beyond the stipulated period the company shall siil]l have the right to improve it
and to comvey if,

(b} A provision authoriving marine insurance com>ranies fo own real estale
suitable fer salvage operations. It wouid seem: that the second elause is broad
lenough t cover evervthing under tkis provision. 'Fhis provision: has beEn.'copied
in the laws of Louisiana, but not, I think, elsewhere,

(e) A provision that no domestic life company shall scquire property under
;{]fziuses 1 and 2 or under section 14 of the General Corporation Law, and no forsign
e company under cluuse 2, except with the approval of the Superintendent of
Insurance. This has been followed in substance by Idaho, which; however, in the
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case of a foreign life company permits thé transaction if spproved by the Com-
missioner of the company’s home state. This provision on the whele ig preferable
to the mathemstical Hwmits of such investments mentioned under elauses 1 and 2.
A fixed statutory limit is always productive of awkward sitastions end the clastic
contirol at the discretion of the Superintendent of Irsurance provided by this
section is in every way preferable

{d) A provision that damestic lif¢ companies and, in the case of pronerly within
the state, toreign life companies may not exchange their renl property for other
real property unless the zequisition of the fstter ghall be regoived for the compeny’s
accommodation in the convenient transaction of its business and unless it receives
the approval of the Superintendent of Insurance. This has not been copied elye-
where, and its necessity is not immedistely apparent.

8, Laws Relating to Income Producing Investmwents,

This forms a more substantial part of the investment law and is also the field in
which the preatest variety exists. No two lawe sre exactly alike either ns to funds
limited or as to securities authovized., To thiy wide diversity it is impoessible ts do
justice in brief space. It is, therefere, my intention to limit myself {o merely a
few salient points.

Laws may be divided inta two classes; those whieh permit companies to invest
in all securities not definitely probibited, and those which inkibit companies from
investing in securities not definitely aunthorized. Laws of the first class are found
in states like Connestient and West Virginia which have substantially no invest-
ment law, with the exception of certain prohibitions, and also states Jike Yowa
and Massachusetts, which have extensive restricted funds, but vo limitations on the
investment of the balance. Laws of the second class are found in states like New
Yoriz, which have certain funds more carefully restricted than the halanee cof the
assets, and states like New Jersey, which have no differentiation, the same securities
being authorized for all funds. Doubtless, there is something to be sald in faver
of each of these systems. Personally, I have found the Massachusetts systere well
fitted to the needs of the companies to which it applies. This law has a list of
authorized investments preseribed for the investment of the capital stock of a
company other than hfe, three-fourths of the reserve of a life company, and the
entire surplus of s mutual company. While certain eompany executives have
expressed the wish that the list of authorized investments ke broader, all have
expressed themselves as satisfled with the law as it stands, and apparently prefer
the restriction provided by the law te ne restriction at all, Whether thiz is
because the general statutory direction ¢f the investment policy relieves to a
degree their feeling of responsibility or whether it is because the investment lsw
furnishes a definite and conclusive answer to many a persistent vendor of securities
is a matter of conjecture, but it is undoubtediy true that most human crganizaticns
operate with more ease under z certain measure of restriction than without any
restriction at all. The Massachusetts law, limitinsg as it does only a portion of
the funds, leaves a congiderable halance unrestricted save for certain repulations
and prohibitions, and scope is thus left to the companies to take advantage of
attraetivé investments without being compelled to give grest consideration as to
whether t}n_ey were specifically authorized or not. The states which nndertake to
lay down a complete ist of investments covering all of the funds of the company
ary faced with the necessity of making that list broad enough io wmeet all reasons
able -contingencies. The broader they make it the more difficuit it appears to
restrict it wisely. Investment codes have seldom reached the proportions of the
laws relating to-savings banks and this is, I think, fortunate, because those laws
with their wealth of detail have not infrequently resulted in an extremely stolid
and uninspired policy of investment. Unless the law is expressed in very bread
terms it ynust, therefore, be so detailed as to become somewhat difficult to apply,
and’ must further be modified from time to time to meet new developments n
the investment field,  AD this. diffienlty 3 aveided by the system of leaving all
funds below. the restricted funds free, and it would seem that all considerations
of ‘public ‘Policy can’ be better faken care of by regulation and prohibition of
apécific classes of setvrities rafliér tham by setting forth in detail the entire Hst of
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s whick should be included in the list pre-
depends entirely upon the extent
is suifeient, such B8
mortgages, althongh

anthorized investments. The securitie
scribed for the investment of the vestrieted funds
of those funds. For small funds, 2 limited authorization i
YTnited States bonds, state and rimunicipal bonds and real estate
to meet contingencies it might be advizable to do, as one or two states have ‘dune,
authorize other investments satislactory to the Insurance Commissioner.
i the investments of the depesit were left entirely to the
ali public interests would be sonserved.
nt of A deposit of $5,000, $19,000

namely,
dpeaking generally,
Giseretion of the Fnsurance Commissioner,

Certnin statutes strictly limiting the investme i
or $15,000 strike me as being entively absurd., If the rastricted funds are of

considerable extent a broader limitation is degirable. For a rest_;ricted fu.“fi such.
as the laws of Massachusetts provide I should inelude the following securities:

(a) RBonds, notes and other securities of the E/nited Btates.

(b} Bonds, notes or oiher securities of the District of Columbia,

(¢} Bonds, notes and other securities of the several states of the [Jnited States.

Under this heading one must mention the faet that certain states see fit 10
limit the invesiment of certain funds in stste bonds to bonds of their own state,
. including in seme cases bonds of the state of ineorporation, in case of fereigmn.
companies, and bonds of any sta‘te in which the company does business in the case
of a domestic company. These limitations should be done away with, Insurauce
companies are and ought to be national in their scope, and the more we can forget
stute lines the less will insurance laws be open to the charge of provineialism. One
ean excuse a state permitting a higher loan’ value to its own bonds than to bonds
of oiher states; but the spirit of true comity between states should reguire the
recognition of all state honds as op & par for all investment purposes with the
bords of the home state. Requirements such as appear in many codes that etate
bonds be legally authorized, legally issued, or that they be interest bearing will
da no harm, but in the absence of a wild desire on the part of domestic insurance
companles to purchase illegal and non-interest bearing investments, its omission
is entirely possible. A resiriction not infrequently seen that Iimits investmenis
in state bends to those that sell 2t or above par is highly inadvisable. Iés operation
is to prevent companies from buring bonds on favorable terms, and bas = farther
eflect, of narrowing the market for state bonds just at the time when it ought to
broaden. The requirement of severa! states that such securities must sell at not.
less than 86%% of their par value is not so bad, but on the whole is better omitted.

(d) Bonds, notes and other evidences of indebtedness of any connty, city or
towrn, sehooi distriet or other municipality or similar division of any state of the
United States. Limitations similar fo those discussed under the preceding heading
are found in the varions ingurance laws with respeet to this class alse, and the
eriticisms made zbove apply equally here. Singularly eﬁough, however, some
states have been inelined to give a broader zuthority to invesi in municipal bonds
than in state bonds. Many states undertake to limit investments of this class with
regard to the record of the municipality in paying the principal and interest om
its funded debt, excluding such as have been.in default within a certain period
of years yrior to the investment. This is noi without some cogency, for there are
very few sound excuses for a munieipality failing to meet its obligations. Other
limitations are found, based ¢n the proporticn which the funded debt bears to the
last preceding valuation for purposes of taxation of property within munjeipal
limits. This proportion varies considerably between states, being in some places
..as low as 39; and in others as high as 10¢%. The Massachusetizs rule permitting
mvestm}ents in the securities of a domestic municipality without limitation, invest-
me.nts in munieipalities wherever situated of over one hundred thousand in popu-
lation withous limitation, and in those of all other municipalities whose net debt
does not exceed 5% of the last preceding valuation is one which I have been tpld
works very well in practice. To deterraine the net debt all sinking funds and
bonds on account of municipal enterprises which are to be paid out of revenue
and not ont of moneys raised by taxation may properly be deducted.

o (e} Bonds, notes an-d other evidences of indebtedness of the Pominion . of
anada and of the provinees and municipalities therest, This appears in the laws.
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cvf @ number of states nesr the Ganadian bm‘der %% iz recommended mnot only
‘Hecause of the general good character of these investments, but also in view of
the tlose geographical proximity and su'mlarlty of language, laws and inetitutions
cand the manifest demrability of pvomﬁtmg intimate relations between Canada
4and the Tnited States. .

2(f) . Similar securites of any nn.twrl in which the company is admitted to trans-
a6t business, Many states contdin' s clause suthorising the investrment merely of
the funds necessary to meet s company's cbligation in a foveign country. Limi-
Aabion to a fund of varying amount whith cannct frequently be defermined as of a
given time except after an intérval of some months is undesirable. On the whole,
Atids prefevable to leave the mistter open, and it will be found in practice that the
mmpames da not incline to send their money further afield fhan they have fo.

Ioimy Policy loans, in case of life companies. Suck loans should not be for more
thai_n thé reserve vaine of the policy pledped. That s the usual limitation and one
whick -ong wpuld hope would be observed without the limitation expressed. One
state fixes 959 of the reserve vaiue as the limit. Another limits such leans to the
surrender value espressed in the policy, but the majority of states use the Iimi-
tution shove noted
{h} - First moxtgages on unencumbered real estate situated in the United States,

£hé Dorinion of Canada or any nation in which the company dees busimess. First
thartzages on leng term lease-hoids, recognized in several states, notably Massa-
chusetts and Ohio, may be properly mcluded suck lease-holds being of frequent
cécurrenice in certain localities,

- Inasmuch as miortgage investments constitute an important class of the securities
héid by insurance companies, a somewhat more defailed commentary may be made
indér this heading, - Mawvy codes restrict mortgage investments to these on im-
proved feal estate. That improvements enhance the value of real estate and make
it more readily marketable is undoubtedly true. On the whole, however, this
consitdéeration. may be safely left fo the discretion of the companies. The word
“unencumbered” has ﬁraduced in gertsin codes, notably Mew York, an explanatory
provision indicating that certain encumbrances sach as easements and building
restrmtzona shall not be considered encumbrances for the purposes of this provision.
It is obvibus that the ferm “unencumbered” as here used should include properly
only sath éncumbrances 3z prior mortgage liens, attachments, mechanics' lens, tax
Hene and the like, where in certain contingencies the lienor might assert a title
superior to that  of the roortgagee. Kasements and buiiding restrictions may
decrease the value of the land, but couid never result in the total dispossession of
the jegal title..

JThere 4s.a 'cohéiderabie diversity among the several states as to the amount
which rigy be leaned upen a given parcel of real estate. The lowest limit I am
aware of is.in Iewa, where it is 509 of the value of the land exclusive of improve-
ments and 400 “inclusive of improvements, such Imorovements to he of brick or
-gtome. (b6, . of the value of the land including improvements is the Tule in Als-
batoa, Arkansas, Connecticut, Delaware, Georgia, Illinois, Indiana, Towa (foreign
cpﬁpanfes-}; Kansas {life companies), Maryland, Michizgan, Minrescta, Mississippi,
Ng_vgd'a_,, ‘Montana, Nebraske, New Hampshire, New Mexice, North Dakota, Oregon,
Oklgﬁoma ‘Routh, Dakota, Tennessee, Texas, Virginia, West Virginia, Wisconsin
(life" companies). and Wyoming.' 60¢% Is the rule in Ualifornia, Maine, Massa«
chisetts | and Fennsylvania (life companies). 662-3% is the rule in Arizoha,
Colorado, Florida, Idaho, Kansas (other than iife), Kentucky, Louisiana, New
Jersey New York, Pennsylvania (other than life}, Utah, Washington and Wis-
co:nsm " {other ‘than life). 0% is the rule in the District of Columbiz; and in
North Catoling, Rhede Ieland and South Carcling no limit is given, The limitation
in Vermaont I was unable fo ascertain. What consiitutes a proper limit is s matter
of . Judguient. - It is ob¥ious that 5067 is that most generally adopted and was, I
heheve, recommended ih ‘the chge of [ife companies by the Armatrong Committee,
662 3o is prabably entirely séfe, and in wview of its having a reasonably wide
acceptance is ‘taken ‘i preference to Bﬂ%. Thlere seems ne reason why the same
lmzxts ‘shuld. gt apply to life t'ompn.mes and to ¢ther companies as well. In saze
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ovisions calling for the amortization of thé principal a
v impression is thal §6 2-8%
sufficient for’ &1 requive-

of mortgages having pr
limit even higher iz not out of the guestion, hut m
will be ample for most public necessities, and certainly
ments of the companies.

It s very custorsary to insert previsions requiring buildings included in the

estimate of the value to be insured so as to cover the interest of the mortgagee.
ficials should attend %o as a matter

Such a provision is one which the company’s o
of ordinary business prudence and, unléss it has been neglectad frequently in the
case of local companies, might well be omitted. Arn attempt to instill business
prudence by statutory law is not, as a rule, = hepeful or desirable ungdertaking. -
(i) Real estate necessary for the company's sccommodation in the convenient
transaction of its business, This s properly » permanent investment and should
he = parb of the capital or of the fund of the company analagous to the eapital,
(i} Corporate bonds. As to how the;!e should be limited is a moot. question.’
There exist several lepislative tests tos numerops to disruss in detail. The Arm-
strong Committee in considering the investments of life companies made the
following statement which I think is thoroughly sound :

It iy difReult to draw any satisfactory line with reference to investrments
in negotiable bonds, It would not be advisable to resiriet the invesimentis
of life insurance companies in the same nanner as those of savings barks.
The securities available for investment under such limitatiens would not be
larse encugh in amount to furnish a sufficient field for the profitable
investment of the large accumuiations of insurance corporations. It has
been fesred that such a restriction would prove to be toe severe and might
operate s¢ far to increase the demand for the favered securities as to pre-
clude a satisfactory rate of income, After much reflection upon this
subject the Committee is of opinion that no satisfactory line can be drawn
with reference to investments in bends, other than collateral trust bonds,
without hamperipg the companies in the enjoyment of that reasonable
freedom of investrent necessary to ensure the return upon ‘which the
calculations of their riske are hased. Investments in collateral trust
bonds, where the greater part of the security consists of the hypothecated
stocks of corporstions, should not be permiited. But otherwise, the fleld
of investment being limited to evidences of indebtedness it is believed that
the choiee of particular securities may better be left to the diseretion of
the directors.”

The recommendation of the Commitlee, anplying %o life companies oniy, was
mevrely that invesiments in bonds secured to the extent of more than one-third of
the vatue of the enfire security therefor by the deposit of corporate stocks should
e prohibited. The New Vork law which has freguently been copied by other siates
is more narrow than this recommendation, resiricting life companies to bonds
secured by adequate collateral security not more than one-third of the total value
of which security shall consist of shares of stock, This limitation and any other
limitation must be judged' by experience, with reference to the guestion (a)
whether it i¢ necessary for safety, and (b) whether it has secured safety ai the
expense of hampering the companies in the enjoyment of a reasonable freedom of
investment, Thiz question is well worth locking into. I assume that the New
York definition is broad enough to incinde morigage bonds and bhonds secured by
guarantee as well as these secured by the deposit of negotiable securities or similar.
colisteral,

Limitations based on the record of the company in paving dividenﬂs.sm 1o be:
distrusted, Dividends paid but not earned weaken a company, zng in the e
of a large corporation it is not always a simple matter to ascertain whether s
dividend has been in fact earned or not. Uafurtunately, the financial statemients
of the companies are mot always illuminating upon this gquestion.. Se, too, with
limitations based on dafauits in the payment of interest or principal. This ‘may
occur for temporary reasons entirely apart from the comparny's condition an.&.' it
made good, should not be a bar. A limitation based on the: gharacter .of the
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company is o fairly logics) test, as for instance the speeification of railvoad, street
railways, pas or electrie lght companies, or whai is generally included in the
term “puble vtilities.” A puble utility sorporation is one performing a servide
necessary to the puhlic, and the public, therefore, has a direct inlevest in its
financial well heing. They are oniy to a limited extent competing covporations,
and within the sphere of their operations they are entitled at least in theory, to
collect charges for service suffieient 16 insure a Talr return upon their investment.
This has proven easier of application in case of gas or elevtric light companies
and telephone and telegraph companies than in cgse of {ractien companies which,
due to over-reguiation, rate difficulties, inereased cost of eperation, and a very
unfortunate labor sitostion, have exhibited within recent vears notable sjgms of
distress. DBut the publiec necessity of keeping all these agencies in operation gives
their securitiez a value based on surer grounds than those of ordinary corporations.
Many codes giready include rgtiroad and street railway securities, and it would
seem that the securities of other public utility corporations are at present at least
as atiractive. I should be inclined, therefore, to authorize in any case the bonds
of raiirosd, street railway, s, electric light, telephone and telegraph corporatisns,
possibly adding a restrictisn that the bonds should be sesured by mortgage, by
adeguate guarantee or by aother satisfactory collateral security.

{kX) Collateral loans upon the foregeing classses of securities, The relation which
the valualion of the security shall bear to the amount of loan is regulated in =a
number of states. If it be deemed unsafe to leave this matter to the discretion
of the eompanies’ officials, a requirement that the market value of the ecollateral
be at all times greater than the amount of the lean would appear sufficient, the
extent of the margin being left to the discretion of the companias’ offieials.

Farm loan bonds under the Federal Farm Loasn Act of 15916 are freguently
authorized as investments for any of the funds of insurance companies. Not being
familiar with this class of security I am not inserting it in this list, but I have
no doubt that they are entirely sonwnd and that their {nsertion would be warranted.

As to the securities avthorized for the investment of the other funds, I will not
undertake to discuss all of the classes that might be Inciuded. As above stated,
my preference would be to omit the specification of seeurities for the remaining
funds entirely, covering the matter preferably by restrictions and prehibitions; in
ofher words, specifying what they cannot do rather than what they can do.

T submit the fellowing commentary on some of the more important prohibition
and regulations that are found in insurance codes:

i1} Life companies not to participate in underwritings. The statute most
generally in use reads as foilows: ‘'Ne such compsany shsll subseribe to or par-
ticipate in any underwritings of the purchase or sale of securities or property or
enter into any transaction for such purchase ar sale on account of said company
jointly with any other person, firm or corporailen; nor shall any sueh company
enter into any agreement to withhold from sale any of its properiy, but the
digposition of its property shall be &t all times within the control of its board of
directors.”

This law was recommended by the Armstrong Committee and enacted inte law
in. New York. It alsoc appears in the laws of Delaware, Massachusetts, Montana,
Minnesoia, New Jersey, North Dakota, Oklahoma, Pennsylvania, Tennessee and
Texas. The laws are substantially identical with the excepticn of Pennsylvania,
which. contains only- the prehibition against entering into agreements to withhold
from sale any of the company's property. The reason for this law originated in
the very extensive syndicate participations by life insurance companies prior to
1907, and the following citation from ihe report of the Armstrong Committes
may be ‘properly inserted:

“Tha danperous tendencies of thege practices are obvions, They have
_brough‘t ingurance companies into close refations -with railroads, banks,
* trust companies, banking houses and the flolation of new enterprises, thus
Jnvel¥ing themy ih the manifold transactions of the financial world not in

: théir  norimal - relation as. creditors through suitable investments, but as
. co-ownets of the corperations and promoters of the undertaking to which



182 APPENDIX

they have thus become allied. They have Wea‘kl_’.nEd the senise. of official
respousibility, multiplied the opporfunities for gaing, buth’ divect’ and
indirect, to officers and directors through the use of the comipanies’” funds,
and making easy the exercise of official giseretion at t}ie"'prqmptings of .
self-interest. But they were not incorporated o wiake m'oney-_"b'y_ spact-
lation, by barter, by purchase for resale or by the developmént of industry.
They were chartered to furnish life insurance, wnd the time teédsure of
their power and their duty in the handling of their funds is _-’_oa-'iz'u'fe:st.them
with dee conservatism, to the end that they may be able to dischargé their
obligations.” PR

This prohibition was, therefors, enacted not because of thé ir_:héx'er_xt- _e'vil oz
unsonndness of underwritings and other gyndicate - participations, bﬁt-'béeaus‘ga,:o_f'_.
the fact that they were in their nature speculativos xather ‘than Anvestments and’
associated the huge sceumulations of life imsursdee comspanies  altogethet: . tao.
closely with the transactions of the stock marvket, = It applies to Aife’ cordpanies.
only, except in Oklzhoma, prebably because the evil existed (a4t the time) intits
most aggravated form among the life companies. The' statute’ is, hovwéver):
expressed in very sweeping terms. New Jersey and Massachusetis both found
new legislation necessary to authorize life companies to subsciibe fo¥ " propoged
war-time Issues of bonds of the United States. The MNew Jersey law gives per-
mission not only to subseribe for United Statés. bonds, but for othexr’ Bonis
anthorized as investments, provided that the subscription be mide for a ',deﬁ'nite'_:
amount and = definite price. It bhas also beew found necessary in Massaehiisetts,
New Jersey and New York to emact a proviso that nothing in -the :'iaw shall bé
construed as prohibiting an insurance company from -enlering iute #n agreemeny
for the purpose of protecting the interest of the company in gecurities lawfully
held by it of for the purpose of re-organization of = -corboration whizh issued-
securitios so held and from depositing soch securities with a comimitiee or - deposis
taries appeinted under such’ agreement: wor from aceepnting corporate stoek “or’
bands or other seeurities which may be distributed pursuant to any such ‘agrées
ment or any such slan of reorganization. In New Jersey and New York prO+
vision is made that sgreements and plans for reorganization must be approved-
in writing by the Insurance Commissioner and that if securities so received _afe_
not ctherwise available #s an investment they shall be disposed of within - five
years or within such further time as the Insurance Commisgioner may permif_.'
in view of these changes, both of which are entirely legitivinte and even necesssry
to the well-heing of the companies, it wonld appesr proper to comsider whether:
the phraseology of the ariginal statute should not be further revised. : v

t2) Prohibitions against doing business other than insurancé, - Under this heag--
ing comes the prohibition against dealing in geods, wares, or merchandise 'e:&Eeﬁt
articles insured by the cempany on which losses are claimed- and . exbept in
replacing, rebuilding or repairing insured property as provided in the com’ﬁan&-’ﬂ :
nolicies, found in the laws of Louisiana, Massachusetts and Wisconsin, #fid -the .
prohibition agzinst discounting commercial paper oy e_ngagin;g in sy h’aﬁkiné
business, found in Louisiana. ' : R S

(3) Prohibiticns against holding stocks. These are ‘Somewhat varied in theit
scope, This heading includes the prohibitien agdinst Jife fnsurance cbr’npé’n’ieé'
investing in corworate stock whick is found in Delaware, Minnésota; Monting ahd
New York; against holding the stock of any domestic corporation,  Toind it
Olfiahcsma; against investing in stock of mining companies; found fn Cothiecticat
'(hfe companies), Idaho, Nevada, and West Virginia (life comp’aﬁiéé}: .ai'gai..nstl
investing in the stocks of manufacturing cemepanies, . found -m Conhnestict” {iife.
c?nxpaniesi and West Virginia (life companies) ; against investing in gtocks: of-
oil .comp'unies or in fish, fruit or vegetable canning. companies) 'oun‘d. - ¥dakos..
against investing in sfocks or evidenees of indebtedness lisble to assessment eXeedt’
for taxes, found in Penmsylvania, Massachusetts (life companies); Oklakoma, &nd’
Wyscunsm.; apgainst investing in the company's own siock, found in  New . Hamps-
?hue, Hew York, Oklahema, Pennsyivania, Texas sd Wi;se&nsin-" st e :
in the stock of any insurance company, found in Nehx;ask'a and:'&kla‘.liﬁﬁa -ag
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investing in the stock of amy insubance company carrying on the same line of
‘business, found in New York, Oklzhomz and Fennsylvania

The holding of stocks by life insurance companies was stated by the Armstrong
Committee to be “fundamentally objectionable, as the corporation, instead of
helding a secured obligation, acquives s proprietary interest in another business,
with rights subject to all indebtedness which may be created in the eonduct of it
and often direct liabilities ns stockholders. This interest must be nourished and
.supported. Instead of heing s creditor with adequate security, te which upon
defanlt the corporation must rescrt, it assumes the responsibilities of proprietor-
ship and must contribute from the aceumulations provided by the policybelders in
order to sustain the enterprise. If the stock holdings constitute a small minority
the jnvestment is at the mercy of administrators chosen by a majority of the
stockholders. 1If the stock interest be a large one it is freguently found advisable
. 4o incremse it until & substantial control is effected, snd the insuranee corporation
i not only engaged in a different enterprise, but directly undertaies its manage-
ment. Such relations afford resdy opportunities to conceal the irregular trans-
actions and hide the malversation of funds.'

It may be doubted whether the distinetivn between creditor and stockhoider
"drawn by the Committee is as vitally different as they apueared to believe. There
hag been at least one instance of late of an insurance company undertaking to
~veice an opinion as to the poliey of = railroad with respect te the wages paid to
its emplovees, and justifying its action by the statement that it was by no means
impossible that the bondholders of the eompany would be compelled to take over
the management of the road. Instances of bandholders heing called upon tfo
proteect their interests and even on oceasion to support them are by no means
wupheard of. In the main, however, they are not charged, as the stockholders ave,
with the management of the company, and if it appears difficult to distinguish
“wWhetlier domestic companies are holding stocks clearly as an investment or for
the puarpose of centrolling businesses in ovder to do indirectly certain things they
.eannot de directly, the prohibition is perhaps justified. Sc long, however, as the
Dower to invest in stocks is exervised in a reasonable manner this avenue of
investment cught not to be entirely closed. The merits of the prohibitions against
investment in stocks of mining comparies, maoufacturing companies, oil com-
panies and canning companies, wmentioned above, T will not undertake to discuss,
“fuzther than to say that there are some portions of those prohibitions which will
étrike a responsive chord in many bosoms. The prohibition of investing in stocks
o evidences of indebtedness liable to assessments is, of course, aimed principaliy
‘at bank stocks, althouph undoubtedly affecting a1l stock issued not folly paid in
utj'dtherwise Hable to assessment. There is, of course, a real issue of public policy
vih»’*olveé in this restriction. Too close a connection between a bank and en
insuranee company is to be aveided bheczusze of the temptaiion o use insurance
funds for banking purposes or banking funds for insurance purposes. The pro-
hibiticn, however, is wunfortunate in that it excindes companies from many
‘peculiariy profitable and secure investments, and it is perhaps opportane to con-
sider whether a limitation as to the amount of stock which might be owned in
"any one bank might not accomplish all proper purposes. Undesirable securities
“might be’eliminated by o restriction to the stocké of banke which are members
6F ‘the federal reserve system. 'The various prohibiiions against investing in the
_sto&ék's of insurance companies, whether they go so far ss io prohibit investment
~if-the - stdeks of all insurance companies or merely theose transacting the same
gldsges of business, do not appear to be founded on any certain ground of publie
Poliey, " In view of the separation of powers and the limited charters given to
domestic companies by the laws of most states, stock control of other insurance
‘corporations iz ‘the one means by which a single insurance company can afford a
‘génergl insurahce service, which elsewhere than in the United States is found
bighly -advantagecus, both t¢ the company and to the public. With respect to
ownership of ‘the stock of a company transscting the same line of Lusiness, I
would gubiait that to permit sueh ownership directly is at ieast as consistent with
‘pablic peley ‘as to-permit gn insurance company to held the stock of = holding
‘company. ¥ormed to-hold the stock of an insurance compsny transscting the same
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line of business, conceding, however, that if any states feel that: eoincident with
securing all the substantial benefits of direct ownership, they still experience the
glow of virtue by authorizing merely direet ownership once removed, there can
be no possible ebjection to their continuing to do so. )

{3} Prohibitions sn investment in bonds. These are som.ewhat rare, the prin-
gipal one being that already noted, prohibiting life companies from investing in
bonds unless secured by adeguate collateral security, not more than one-third of
which shall consist in shaves of stoelk,

{4} Prehibition against investmenis in personal security or wunineorporated
enterprises, This is found in the laws of Maing Pennsylvania, Massachusetits,
Oklahomsa and Wisconsin. The merit of this limitation is not easy to see, unless
it be on the theory that corporate securities are as a rule more secure than those
jasmed by individuals or assoviations. A coendition is by no means impossible
whereby transaction of business through the medium of partnerships or vdluntary
associations would possess certain tangible advantages over corporate rnanagement,
in which case this limitaticn might prove unduly restrictive. At present, if
appears fo cause no difficuliy. There is one class of seeurity furnished by an
individual which might, 1 -presume, come within this prohibition, damely, bankers’
acceptances, which constitute a very desirable investtnent Ffor the meore liguid
funds of an insurance company, It might also be interpreted so as to bar certain
forms of eguipment trust certificates,

{5) Limitations as to interest and dividend returns. In addition to the pre-
visions annexed to cersain speecifie classes of seeurities, that they be interest
bearing, there are some provisions affecting all sscurities. There is a provision
in the New York law that securities may not be recognized as an investment for
the capital of an jnsurance company uhless ithey bear interest. Connecticat and
West Virginia have a provision probibiting life companies frem investing in the
stock of corporations which have not pald 2 dividend of 4% for the preceding
five years, and New Jersey has a similar statute except that the requirement is
regular dividends rather than u fixed amount. Washington has a provision that
{nvestments and loans except investments in real estate or the home office of the
company shall be in interest or dividend bearing securities which have not been
in default of interest or, in the case of stocks, shall have earned and paid dividends
of not less than 4<% during each of the three years next preceding the time of
such investment. Soeth Dakota has a provision that investments of all domestic
companies shall be such as will yield a net annual income of not less than 445 in
interest or dividends 2s the case may ke, Without doubt, companies should seek
profitable investments, but a sweeping provision as to the rate of dividend might
at one time or another produce very unforturate results. There have heen times
when & provislon as sweeping as that of South Pakotn would have eliminated
all investments in government securities and most of the better grades of state
and municipal securities. - Those times are not likely, however, to recur for some
little time to come. On the whole, it would appear wise to leave the matter of
income return to the discretion of the boards of divectors of the companies, who
ean normally be trusted not to place Investments in securities having an undaly
low ‘rate.

{8} Regylations as to the guantum of partiemlar investments. Many states
have undertaken to regulate the amount which may be placed in a single form of
investment, and the proportion of the assets of a company which may be invested
in & single investment or a single clmss of investments. The maost common of
these is a requirement that ne company shall invest more than 104 of its eapital
and surplus in, or ascguire more than 10%; of the capital stock of a single cor-
poratien. This is found in Georgia, Idaho, Massachusetts (life combanies onl}')..
and C:’k'lahoma. Wisconsin has o« provision that no domestic insurance company
shall invest more than 104% of its admitted assets in the stock or securities of any
one corporation, The provision limiting the stock ownership in any one corporation:
to I.D% of the stock iz based upon the theory that it is against public poliey for
an lnsurance.cclmpany to cortrol another corperation. From the standpoint of .
saufety. a majority interest in the stock of & corporation is far safer than &
minority interest. L
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“Other vegulations of similar character May he bijefly noted:

Life insurance company not to held micke thau 20% of the stock of any one
corporation. or invest more than 2% of its assets in the stock of any one cor-
‘poration, Not fo invest over 1006 ot its asgets in bends of any one corporation.
Mot to loan in the apgrepate mote than 205 of iis asseis om the security of the
staek.of any one corporation nor more than 1064 of its assets on the security of
thé ‘bonds. of any one corporation. ~New Jersey.

Wot to invest move than 15g, of assets in bank stocks.~—Mississippi,

B _-Nﬂ‘t {0 own more than one-third of any bank.—Kentucky.

:'th {0 invest more than one.seventh of iis capital and accumulatiens in ihe
“stoek and bonds of any one raiivead, street railway or traction company.—
[ Kentaeky., Michigan has a very similar provision, exeept that the limitstion is
conefourth of ite capital and surplus in the case of any one street railway.

© 16t t0 invest in or loan more than sne-half of ils capitsl and aceumulations in
“railrosd, street vailway and traction properties—Kentucky.

; Mot io invest more than 159 of ite capital and surplus in loans secured by bank
CgtockMichigan.

N6t 1o invest more then one-twentieth of its capital and surplus in the bonds
7of sny-one corporation other than railways,—Michigan,

“Wot to loan more than one-tenth of its capital to any one person, frm or
cerporation.—Michigan and Washington.

Not to loan more than 25%% of capital on grain warehouse receipts.—Minnesota.
: '._‘Nb't_to invest or loan any pari of capital or more than 3055 of surplus in eiecks
"of &ty corpanies carrying on the same kind of business.—New Hampshire.

. Not . to invest more than three-fourths of the capifal and acceurmulations on
movigage loans on real estate—Kentucky.

' '_Not to invest more than one-fifth of assets in single mortigage.—Pennsylvania.

Mot to invest over 80¢ of assefs in mortgages nor more than 10% in a single
mortedge—Louisiana,

. Life companies not to keep on deposit in any one bank or trust corapany for
Umiore than ten days consecutively s sum exceeding 3% of sesets, This dses not
"a',japly to deposits of less than $100,000.-—New Jersey.

. Theie is 4 cerlain measure of sound peliey back of all these limitations, namely,
that an ingurance company ghould not place too great a proportion of ifs funds io
& 'sin'g'le investment &r a singlé class of investments. 1 doubt, however, the
~advisability of attempiing to enforce this poliey by législative rules of thumb.
15 will ‘be geen by glancing at the above that the majority of these restrictions
“eeeur. in ohly- o few states, Kentucky and Michigan being the ones which have
dhe mote extensive provisions of this type. The faet that so many staies have
feund it undeeessary to establish such limitations would indicate that this is on the
'4whole 7 matter which may ordinarily be left f¢ the judgment of the companys
directors.

_The Quantum of Mortgage Investments. Closely ailied to this peneral subject
‘is". fhe “theory -that appears to be involved in some phases of an investigation at
presen_t-_taking place .in a certain state that a degree of compu{sioﬂ should be
exerted - to induce a larger investmeent of, the funds of insursnce comparies in
_'mér{tgages_'on resl estate. Mortrage investments are an imporiant part of the
investmerits of Jife tompanies, the great stability of the funds of those companies
making guch iﬁveétz'nents well adapted to their purposes. The edvisability of such
_investments for companies  other than  life depenpds on several eonsiderstions
j:_"n:iatmg in part-to the naturey of the fands themselves and in part te the conditions
_attendant upon mortgage investments, With repard to the nature of the funds it
_:should be- horne % mind that. mortgages are not in the prdinary meaning of the
term. Houid investments, 'I‘hey eani- be lquidated, that ie, turned into eash, but
the' process -of Miquidatién 46, fréquently very slow, There is ne such market for
motrags mvestments TN there 15 in the case of security investments, The matter
g ﬁndmg pureha.sers for eecurmes ‘at-a price Is usvally a very simple one, and the
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minimum of diffieulty. With regard to rrortgages,

er i attended with = p
Lranst £ purdhasers who desire

not only muet the puvchaser be found, and the napher o hias :
mortgage investments is very limited compared to those desirisg - 4o purchase
secyrities investments, but the tramsfer is subject to delay, coz}sequent -upon_the
details of supplying a certificate of fitle and drawing and recerding broper 'asalgnu_
ments, If, therefore, a company in the nature of jta business must Prcrv:de i(.xr_.:
the contingency of making extensive liquidation of its funds, mortgage thﬂSme}}@:
are not well sdapted to its purposes, While the investments of almos}: al}-l-_zf.g_.
companies in mortgages are extremely heavy, of the ten lhirgest fire insurande .
companies six have pot a single mortgage investment, and the eutire gnortg'gg_‘e-
investments of the four others amount to less than a million dellars, IE --tb'is _'be
the case of the biggest and presumably the best, it is not to be expected ‘that the
smaller companies, whose funds are presumably iess stable, will invest hea?‘ily
in mortgages. It is probeble, however, that the older and betteir established of the.
fire companies conld, se far as the stability of their funds go, lend more mongs(’ ofi |

mortgages than they do. . Sk
One reason why they do net i very possibly due %o the fact that meitzage,
investments require = great deal of eare. I am speaking for the moment of city.-:
morigages rather than of farm morizages, becsuse it is for mortgages on city
property that the demand is probably more urgent at the preseni time. Mortgage
investments, in order to be profitable, must in the first instance be carefully-
selected, The company must assure iiself of the value of the properiy, must see-
that they have proper evidence of clear title in the mortgager and see that the
mortgage conveyances are properly drawn., After the mortgage is placed; it
réquires constant watching, The mortgagee must not only see.that the interest -
is punctually paid, but must assure himself that the wortgager- has not emitted
taxes or other Hems to attach, that he has not permitted his property to deferiorate, -
that the buildings are kept properly insured and, further, must be continuvally en
the wateh sgainst a depreciation in the value of the security by reasen of a changs
in the charaeter of the neighborhood or 2 shift in pepulation of the city in whigh
it i located. It is no a difficult thing to look after all of these details in .czse -
of u small mortpage investment within easy range of the home office, but when. a .
mortgage investment hecomes Jarge and {s scattered over a considerable range of
tervitory, then the task of caring for all these several detalls necessitates the
creation of a special organization for this purpose. Buch an organization. is
undily expensive unless the mortgage investment is of considerable magnitude,
and it may be that one reason why fire companies have mnot entered nto tha .
mortgage field is in part because they could not devote enough funds to this -
parpose to warrant the ereation of this special organization. o

It does pot follow that these difficulties are insuperable, Mortzages could be -
made more liguid than they are by providing for the regular amortization of the
vrrincipni. In the case of farm mortgages the fact that these morigapes are taken’.
with the idea that the principal will be retired, and that et mo distant ,daté;'.
freguently with provision made for the payment of the prinecipal at regular -
stated intervals, has caused such morlgages in the mass io preduce cach year
a comsiderable quantity of repaid principal available for re-investment, thus’
supp}ying the company with = stream of ready money coming in which ﬁay
be, in case of necessity, diverted to current uses. The eity wierigape, on .the
other hand, is usually put on with the ides that it is going -te Stay for ‘an
indf:ﬁnite period and is frequently underlaid by other mortgages at higher réies
of interest which the mortgager is naturally anxious to retire befére underiuking
to reduce the first mortzage. Were such morigages given on conditions providiag
for the amortization of the principal they might conceivably be ote available foi -
the purposes of companies other than life, L ’ i

It is by no measns cut of the question to presume that if the 'di.fﬁcﬁl-tjr H
'fact that companies could not individually make a suﬂicienﬁy-'large ﬁnrt:';ﬁgé
1'|nvestmen'c to warrant the creation of the special machinery netessary fo handlé
it properly, several companies conld formulate am arrangement whereby “their
mortgage funds could be pooled, : e

Oune further ditfeunlty, however, with mortzage investmenis must-b‘e,'iﬁén.t;ir;ned,
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namely, the difficulty of realizing on the security. The laws of many eiates
have been framed with much consideration for the rights of the mortgagor. In
order to foreclose, the wmortgagee must go through an elaberale procedure,
Jfrequently through the medium of the courts, must ron the risk of litlgation,
@hd after the formal steps are completad may have siill to wait for some yesrs
before the right to redemption ja finaliy extinct and he is in a position to convey
A title free and clear of enenmbrances. During this time he is under the necessity
of inaintaining the property, securing tenaniy and assuming the various incidents
_-a‘f"o'wriership. In the case of farm mertgages the contingeney of foreclosure
- js faf less than in the case of city property, where the mertgagor not infrequently
retdins only a very small equity, The remedy for this condition requires legislative
"action; ‘and simple and effectaal means of foreclesure ghould be provided wunless
the state desives tc see investment capital stand aloof from the morigage field.

‘Without denving that the funds of an insurance company should be managed
with' consideration to the public needs it is submitted that the Issues depending ow
$he mialntenance of sound finsncial condition by insuraoce compsanies of whatever
type “are sufficiently great so their well-heing is entitled to very careful considera-
“tion. They should not be compelled directly or indireetly to place money in any
ftype of securily te « greaier extent than is consistent with their maintaining
at all times the means te meet their cblipations promptly and the opporiunity of
inivesting their funds so as to secure advantsgecus returns whether for stoek-
holders or for policy-holders.

Conclusion,

U ihe inVEStment law has the same funciion with regard to the companies that the
“ferice around the race track has with rerard to the horses, namely, to confine
itheir attention to the business they are there for afd keep them from doing
damage to the public at large. The real function eof the law is, therefore, to
‘régtrain. It can properly contain such provisions as will confine the companies to
ihie Blisiness of Insurance and limit their investmerits to sich as will be investments
‘snd not speculations, or exeuses for undertaking the control and management of
businesges other than those for which they were incorporated. ¥t cawn properiy
“limi% the investment of a2 certain proportion of the funds to high-gzrade securities,
t'_hu_s‘furniahing a nucleus of real value behind the company’s obligations. If it
undertakes to go further it runs the danger of so hampering the companiss as
seriously to interfere with their, normal and suceessful development. Inside the
law. .the company wmust find reasonable and adequate opportunity to secure
‘profitsbie investments suited to the conditions affecting the corporate funds, Tf
the aAssets affected are large, & too narrow Iaw will not only hurt the companies,
but may be prejudicial to the public welfare ag well, by forcing se great a2 propor-
tion of funds into resiriected channels as te create therein an artificial sbundance
repuliing -in abnormally low rates of rveturn to the compsny, and to produce =z
modification of the economic laws of supply and demand which, if carried 40 excess,
may ‘have most serious consequerices, Attempts through theee laws to control or
limit the investruent policy of the companies by prescribing how much they shall
or shall not invest in certain lines of investment are not only of little value but
May in given cases Produce disastrous results by forcing en the company an
investmient poliey not fitted to its needs.
- The investments of insurance companies are of enormous public importance not
only. because of the magnitude of the sums invelved but because of the magnitude
of the interests they secure, A notsble proportion of the investments most favored
by Iaw for insaranee companies depend for their value upon legisiative policy.
‘The -valde of the securities of public service corporations depends on the will of
the state and of the nation to assure the security-helders a fair return on their
invastment. The value of real estate mortgapes depends in a lerge mensure upon
the . considerstibn given hy the state to the rights of the mortgagee or its
dispu_s_itiqn te favor unduly the righis of the mortgagor to the prejudice of the
morigagee. In the case of securities which ordinarily are withsut question,
namaly, munzcmal secu,rztles, state gecurities and even national securities, it has,
I-am’sure; nhot, escaped your observation that the volume of those securities has
increased: to such an extent that the possibility of their lHauidation depends
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an the amount of seli-vontrol exervised by Congress, by the state 19315__,*’]“55 ::‘;
by local woverning bodies with respect to shstaining from wnmesessary --15'31_.1; el
new asecurities and also with respect to the measures taken to meet:_:n;.:ts

requirements and to provide for the extinguishment of pre§ent éebtsj_ia..‘a-r’na.ufl o
The failure of municipalities or even of states to meet th.en- obligations 19 un or-.
tunately a contingency by no means unknown. Such a failure on the par§ gf th'?
nation would, of course, invalve in that failure the downfall of eve_ry_ﬂnanc:a.
institution in the country. It does not befit as, however, to be pessimists: Lot
ue rather anticipsta, with assured confidence both in the nationsl Gongrefs. ?,nd
in the legiglative bodies of our states, that their course will be marked by_zusﬁgg,_
orudence and mederation, by the practice of thrift and econcmy, and. by t‘ne
adoption of efficient measures toward the reduction of the hﬂrd:e'ns of taxa!_:l.on

and the aphelding of the public credit.

SHOULD ALL TYPES OF CARRIERS BE SUBJECT TO UNIFORM
REQUIREMENTS RESPECTING RESERVES AND SUPERVISION.

By Platt Whitman, Commissioner of Insurance of Wisconsin,

Ty me there is bul one answer 1o the question propounded .and that is the’
affirmative. I kpow mne logical argument against uniform requirements - for
reserves for liabilities due and accrued for unearned premiums and unpaid losses.
An examlnation of the statotes of the various states, howevér, discleses that there
iz a wide difference of opinion as to the proper reserves for sfock companies,
mutnals and reciproecals. Indeed, few siates have uniform requirements, .

Those states which de not require of mutuals and reciprecals the same resef’vg X
as is required of stock companies evidently deem the right to assess = sufficient
safeguard against insolvemcy. 'This assumption may be correct in theory but iu -
actial practise I have found the assessment feature a very uncertain asset, The
policy-holder aeldem feels any more ohligation to pay moere than the initial p_remiun’m
and where the amount of assessment is small the expense of eollecting is nsnally -
greater than the amount eollected, Y

But sssuming that it is a safegward against inselveney it does not relieve the
policy-holder from the imck of equity in the distribution of Hability. .

It is recogmized by mutuals that it is exceedingly dangerons to levy an Assess.
ment and it is rarely resorted to until their funds are exhausted, How often do
we find a company cperating vear after vear with a small underwriting Ioss
but through incresse in volume of business has been able to keep sufficient cash’
on kand to pay losses and expenses, Bui the final day of reckoning is inevitable *
The underwriting losses may have oceurred several years before e entry - of ha .
policy-holder into the company. It may be that the company has been makin’g"'a
profit during the period of his membership. Quite often those who were menibels
during the {ime the losses were sustained have dropped out. The injustice of
shouldering the burden wpon those who were so unfortunate as to be members
?f the company at the time of such assessment is apparent. [t wonld be strange
indeed if they felt morally bound %o pay it. T feel that it is cuite as_impurtahf""
to proteet a poliey-holder against entering a company in this condition asib s
to prevent an insolvent stock carrier from soliciting business. RRER
gti:s \;1;::’;‘;:dthl;rtemaiucrmreser\'ehsze;vgs several purp(.)se‘s. The stgtutes ';o'f. :'me_st' _'
for which he chall bave o eaogernny ooik 8 @ deposit in trust for . the assured,..

preferred elaim, a pro-rata part of the Premium paid -

on & standard five insurance policy. These statutes are based on the assumption |
that it iz more important that the assets of a fire insurance company .be i) -
toe refund to the poliey-holder his wnearned premium than tc be .ussd in . the
payment of lesses suffered by a conflagration or in the event of insolveney, .

The first purpuse of an unearned premium reserve, therefore, is tn'cféaté

fund to cover this lability. Tn a mutual or reciprocal the policy-holder hag i
wreater right to the returi of the unused portion of his premium or -defosit by

reason of the fact that he was under a contingent liability during-4the “period =
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of . hig membeuh:p In theory, at least, ‘the member is not anly entitled to the

unused portien of his premiuvm or deposit but i3 entitled to his propertion of the

profit made during the period of his membership. If there has been an under-
writing lose bis proportion of the loss should be deducted from the unearned

premium. .

. Iis second purpose is o create a fund sufficient to ve-tmsure ihe business if

nepessary or desirable in a soivent gempany or ty run off the business for the
bhalance of the term,

A company that can meet these requirements is theoretically solvent oand one
‘that cannol meet them dg insolvent hoth in theory and in fact. No vompany be it
“stock, mntual or reciproeal so situated should be permitted to do business.

Iheve s another very important reason for setfing up the full unearped
premivm . reserve,  Withont it the important guestion of underwriting profit or
Clogs ‘cannot be determined. Any ecompany that is not making an underwriting
nrafit is in grave danger of imsclvency, unless it is fortified by a large capital
and surplus. Is [t not important that this test be applied io rutuais and
¥ ecwrocals ?

We hsve seen a number of these companies start out filled with zeal and
enthusigsm, but in their anxiety to build up a large company have looked more
to volume than fo standard of business. Many of them have showxn a consistent
‘underwritine loss but by writing a large preportion of term business and doubiing
‘tHe wolume written have bteen able to postpome the final day. The officers and
-members have then awakened to the fact that a jarge sssessment was necessary
-and as usual those who are least Iiable muost suffer. Buch injustice should not
“be . permitted.

s ‘Allow e to dwell for a moment on the subject of loss reserve. The statutes
of the differenmt states vary as to the amount required to be set up for casualty
ioss reserves. Practically all, however, use the earned premiums as the hasis,

: 1 see no relation befween the liability for losses and the amount of Premiums
~eolleeted te cover them. My state, in common with most of the states, permits
-l évinpsanies to set up h certain percentage of thelr earnsd premivms as a loss
regerve. A mutual, which is permitted to write at & lower rate, is, therefore,
penmtted to set up u smaller reserve to cover the same liadility. I find that in
Workmen's Compensation this results in loss reserves wvarying from $65.90 down
tu less than $50.00 for each $100.00 of liability, Even among mutuzls the loss
‘réserve is not the same.

At is logical to base the unearned premium reserve on the premium collected.
The volicy-holder is entitled to a refurn of o pro-tata only of the amount he has
"paid and wé are reagonlably certair that the premium paid is suffieient to re-insure
~the business, but it is not logical to asswme that the liability will be less simply
"bégause. a. company has received a smaller amount for sassuming it. 1 firmly
"bpli’eve':thaf. all companies should set up 4s = loss reserve an equal amount in
-déllars for eadh $100.00 of liability,

ilﬁﬂnd_ too that the better wutuais and reciprocals do not object 1o uniform
“Yequirerménts respecting. reserves,
. The statutes of practically #ll the states provide for supervision of insurance
through # supervisory official. This form of state activity has shown remarkable
-g’r_oi_vth- sinde its inception in Massachuseits in 1852. The development of the
business ‘ir -the past decade has been remarkable. Recent developments in
-‘..i_n;;gra_a.n__ce législation show that the tendency is toward more supervision rather
~than -less, Th]‘s being the case we are confronted with the fact ihat state
-45up6rv1310n B8 an  ever present continyous condition under which insurance
campames must trangact their business,

. L Mirbizale zmd reciproezl. insgrance companies in tkeory, although net always
m v clise, arve great -pocoperative enterprises. They are not selfish commercial

i wluch proﬁts to a small gronp of individuals is the paramount
.consmerata T -

-1 Pe,h_e}f? the: leé:s'ent' r_ei_zu:ire'}-hg_nts relative o the organization of mutunals and
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reciprocals are insufficient. How often have we seen these ccmpaaie_s_org‘a.nigg
and officered by fine men unfamiliar with the first priaciple of insurarée.. In my
state, if two hundred spplications for insurance can be secured a mutudl eompany.
may be organized and comumence doing business. We requive of a stock compuiy-
a capital stock and surplus of $125,000.00, which, in wy opinien, is tod emall:
For the praper protection of the public and of the well-mansged -mu‘mais_:and_
reciprocals, the present reguirements for the formation and licensing: of - these

companies should be shanged. SR

Proper supervision has made mutwal and reciprocal insurance what they gt‘é
today. Siviet supervizion has the tendency to baild up rather than to destroy
and in those states which have strict advisory statutes properly inforded -we
find the sirongest companies of this clasa. co -

We have alsc seen in late years the drifting tendency towards state instranee:
1t is my firm convictien that the off-set to this is strong supervision and sirict
regelation of all earriers.” In 2 number of the states we have state funds for the.
writing of workmen’s compensation insurance, This is undoubtedly due. to the
fact thaf in those siates underwriting practices were bad. . o

My state has never been accused of lacking progress alomg socialistic limes
Before I entered the department of Insurance it had always been a mysiery. to
me how we escaped a state fund for compensation insurance. From an anaiysis.
of this branch of insurance and the manner in which regalation has heen enforced
it iz easy $0 reach the conclusion that in Wiseconsin there is not a singie argument.
for state insurance. Neither do I believe that there will be any serious attempt-
on the part of the state fo enfer thal field

It iz in the field of Workmen's Compensation Insurance that the mutuals and
reciproeals have made their greatest growth, This ie the most stricily regulated:
and supervised form of insuranece in Wisconsgin, Prior to striet regulation. the-
amount of busicess done by mutuals was negligible, but under striet reguigticn
and supervision mutual companies are now doing nearly 50 per ceat of the:
Workmen's Compensation Insurance business,

A similar condition exists in Fire Insurance. In 1917 our supervisory powirs:
were enlarged and since that time the volume of business written by mmatnsl
companies has increased 250 per cent while the volume of business written by stock
companies increased 100 per cent, Much of the growth of mutual insurance in wy
state can be attributed to striet supervision. :

Dividend Control.

I find it more necessary to frecuently examine mutueals than stock companiss,
This is principally due to the fact thst the sverage smaller mutual is not so well
managed, This is not « eriticism of mutual insurance and it is undoubtedly the
resuit of insufficient funds. The official, in a smaller company, is usually a good
solieitor but probably a poor accountant and lacks the ability and fands to
properly organize the home office. We also find that the average Secretary, or
Attorney-in-fact, is compensaied on the volume of Dbusiness written, Naturally -
they are intervested in building up the velume of premivms and become somewhat -
carelesg in the management of the company,

Reports of examinations invariably show thst the Minutes of the Anauil
Meetings record barely s duorum present, hardly sufficient to elect a full et -of.'. ’
officers and directors. This brings the contral in the hands of the officers i
posver.  Often fimes regulation and supervision of = company simply 'me'aii-"'
regulation and pupervision of the officials. R

To summarize:

Insurance is & fit subject for regulation.
Regalativn has made insurance what it is today,

Muotua! and recipfoca] inguranee iy i - ;
4 In more need of regulation than. stock
tompany insurance, fran aock

Regulation will build up mutual and reciprocal insurance.
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EFFICIENCY OF INSURANCE AGENTS.
By Stacey W. Wede, Insurance Commissioner of North Carolina,

The invitation to meet with and receive the counsel of this body, meny of whom
are veterans in service, j§ an honor in itself. To be asked to stand hefore you
a8 a speaker upon a subject of such wide and prewing importance, after a
stewsrdship of less than a year, earries an honor and s responsibility which I
ean only accept with fearful apprehension, foo conseious of my own inefficiency

Cto inepire faith in nny conclusion I may have reached. I am alse awasre that in
..your store of knowledge and experience there is a bounty of valuable and proven.
information available on short notice without subjecting auy one to the ordeal
which émbarrasses me.
o Your Conventior, the great work you have done and are now doing are some-
shat familiar to me, though I am entirely new fc you, (During eleven years
" 'service as Deputy Insurance Commissioner I have watched with increasing interest
cand adweiration your efficlent co-operation in securing desiradle and uniform
. practices in the various states, accomplishing marvelous, and what at tlmes.
. appeared to be impossible resuits. Our North Carelina state i3 very prend of
its -insurance department, as evidenced by the fact that it supperted loyally for
fwenty-ooe years Col, J, R, Young, its first Insurance Commissioner, who velun-
tam}y retived, and I em glad to have irherited some of the pride which he teok
“.in.the accomplishment of that period. Your several states too, I kmow, feel
‘homnored by their efficient departments, though possibly calied upon in some sections
to respond fo moere frequent changes in political sentiment. And were it nat that
the acts of the inefficient, the undisciplined and the indifferent agent are often
¢haiked up against the record of the Insurance Commissioner I feel that we zll
Cmhight register near 100 per cemt perfect as administrative depariments,

This brings me to the subject assigned me, ‘‘Efficiency of Insurance Agents,”
8nd in my experience no feature gives the departmenit more concern than the
“ability and kehavior of the apent. His inefficiency has c¢reaied mere perplexing
" problémss for the companies and the department than all the gharp practices
resorted to by the cutlaw companies and their agents. I trust, therefore, I may
Bé pardoned for emphasizing firsi the negative side of this subiect, or lack of
éfﬁciency, since that often presenis & probiem to the depariment which calls for
patience sand tset.  We are furnished with a wwuch betier ovpertunity to study
" the subject from this angle, as it is the inefficient agent whose acts arve mmost
_‘.ff_equfently called to our attention.

CGreat changes have been wrought in the insurance world during the last
fwenty years, not the least of which is the increased efficiency and improved
. 'charaqtér of ageney methods. Yet there appears to be a tendency ameng many
_cmzibahie_s to measure efficiency in terms of dellars and cents, to gauge an agent's
fitness by ‘the amount of new business he can place on the hools of the company,
without regard for mortality experience, over insurance, meral hazard, or future
'lltlgatlﬂn It must be admitted that an agent, no matter how productive, who
Bsxpoies- ‘the company oy sssured to a2 possible centroversy, and who fails to
rem:ggmze that his ihterests are inseparably bound with those of the commnany,
‘the ‘insureéd and the gtate, is really ineflicient; that, moreover, he iz indirectly
a’ product of the company, that his deficiencies eannot be cured by the insurance
departzient through the agents’ ualification law or the filing of questicnairves,
Bt tnore. likely through careful seiection and training by the companies and their
‘géneral agents. Repgurdless of the text of the law, the burden of securing
efficient and upright sgeunts is wholely upon the companies, who through their
-generai ﬂ.nd ‘special agents have facilities for investipation not avatlable to the
‘departiént. - They are directly and constantly in contast with him, and are in
& rugh better position to pass upon hiz reenrd and qualifications than could be
" dote through the Aling. of guestionaires.

_As to the sppointment of new agents, ‘without training or experience, I ask
.p’er_niiss_ian' to quiote from a speech I had the pleasure to make Lefore our State
Associstion of Agents-in June, 1921, as follows: ‘“The writing of imsurance has
'b‘gcot'z'z‘e' profesaion-and. the subject of instructich In our greatest colleges, and as.
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such should employ trained ability, I know of few occupations as Iree of
vet many injustices jare dome the

fraudulent practices as the insurance business, h
companies, and some are done the public through lack of fitness and __Epemal
training of the agent. What other business involving millions of doliars income,
and binding the companies under & liability of hilions upeon billions, v_mﬂ]d mru
its affairs over to employees without epecial and thorough traiming in th_at. pgr-
ticular line? TYet thie is happening from year o year in the insurance busma?s,
Men with no knowiedge whatever of the law or metheds are seiecte_& o 'e_:_vr_w.e
business becanse they can contral special risks, Of ecourse, many have attained
that efficiency which comes only from experience, but in attaining it tht?yﬁmust
have passed through that stage of uncertainty and temptation which s %oday .
poisoning the future of many young agents, who with o few meonths of iniensive
stndy would be able to take thel® places in an honorabie profession as efficient
units.. 1 believe that the insarance business has attained the magnitude and
imporfance which would justify the maintenance of a special board or school -of
instruetion in each state for the various lines, supported by the companies o
agents, or both, for the preparation of candidates who should be remsired to show
suitable proficiency in the elementary and fundamential principles of law and
practice, pass a satisfactory examination and be certified to the Insurance Coramis-
gioner before granting them a licemse. You must agree that it is impossible’
to legislate efficiency or uprizhtness into any organizetion ox Indivitual; and while
our agents’ dqualification law bas heen a great help it capnet compare with the
unitad effort of the companies and agents toward correcting the evils which now-
ereep into the business.” I am plad to see that i similar view has been expressed
by others and I lock forward in the heope that it mayv vyet be realized.

>

A tentative form of apents’ qualification law which has been submitted for
consideration reguires among other conditions an exhaustive Investigation by the
Insurance Comreissioner into the character of the apnlicant, his knowledge of -
business and the law. Such an investigation, in order to be of yuech value, wauld
necessitate an individual or private examination: and this, if conducted by 4he
department, after an agency agreement had already been reached by the company
and applicant would doubtless entail expensive delays to both if not cause 2
revergion of the contract, While a discussion of this feature way be foreipn to my .
subject, its bearing upon the efficiency of agents would seem to jostify come’
reference to it; and while the department should bave power to suppiement. any
invstigation made it would seem most practicable to place the burden of this
investigation upon the company, especially as to character and knowledge of thie
business, requiring such data to be filed with the department, In Teaching this
concinsien 1 have in wmind the recoerd of one or two companies deing o latge
business in our state who make a most thorough investigation of all agents before
employing them, and what is more impeortant, rely abselutely upon the resslt of
their own investigation. J¥n each case the record of the company and the agént
over_ a peried of years is free from complaint, and shows at every Doink remarkable
efﬁclency.. This leads me to believe that whenever s company s determined t¢ -
thve efficient agents of a type that will dignify the profession it can ke done -
w1.thuut regard' to qualification laws and department requirements, end withoat:
this de't.ermmatwn on the part of the company qualification laws and guestiongives
are fruitless. ‘

The: receding wave of prosperity has had a disturbing effect an ail business at'lﬂ:'.
t.zspeum?ily insarance, calling for a complete readjustment of fire iusurancej‘a'nﬂ.
mvnﬂ]vmg the Industrial life companies in inpumerable claims of quesﬁonéﬁle.l-'
fnent, Tesulting in a heavy lapse ratio among the old lne companies, and making X
it much harder for the agent to secure business. Such econditions a::e apt io iéad: g
the unserupuions agent into temptation and error, To successfully cﬁpe with. these
prcﬂ:lemst requires the skillful direction of the companies and the fallest
ec-cperation of agents with proper training, imbued with the iden. that jnsucafee
in its last analysis is purely a matter of mutual protection, Without this tealning
and co-cperation the prospect of efficiency iz obmeure. ' : .a n :

Buccess in every line of businees

AORN is becoming more ; i
specizlization, and partieularly i and mote & inattér of

it trune of insurance which ihe ingenious"




A_i’éﬁmmk 193

dalenlation of tireless actusries has npphed e every possible contingency. The

contractnsl relation between the pompeny and the insured has become so complex
- and the protection provided has beei so cxtended thet special training and
" qualifications are essential to the efficient agent, that the interests of the company
“oand applicant may be equally protected.’

.. The desirability of employing part time agents has long been a serious and
o debatable guestion. The status of (their occtupation necessarily makea for ineffi-
cientey. ' They may le placed in three groups, either of which iz unfaversble for
i.{.fn'ncentrated effart; first, the student of limited means who undertzkes toc earn
“the. sxpanses of an education while acquiring it: esecond, the employee with
- disuBioient ability in his chosen line to demsand an ativactive salaxy, which he
“tries. o supplement by writing insurance; and third, the man whe, in order to
;:geciire & rebate on his own policy, or commission on some special rvisk, takes an
_afeney ‘contract without any thought of holding himself cut in good faith as an
'msurancé Agent, | Nothing is successfully done by lalves, and the agent whe has
. 'not enbugh faith  in the insursnee business as & profession, to identify himsel?
wlth (it giving it all his time, stands a poor chance of beceming an efficient agent,
..‘_Dlsappomfments sre common teo the inzvrance canvasser, and only continual
ritbbing will keep up the mental lustre which radistes from every efficient agens.

- It-‘may be claimed that brokers are a law unto themselves, that the agents’
qu_alit_i;:éticn Jaw snd guestionaires cannct be applied to-them effectively, and that
,'-'ﬂl'e'y' ‘shonld not be included in this discussion. While if may be irue that the
Ctresfient should he different, the results aimed at are the same, and the necessity

For 'qu-zi]ifyin‘g'thém is even greater than in the esse of the bonag fide agent,
‘ whosé ‘closer relation with the company and the assured promotes a higher
. regard for the interests of both.

C ' Tha, Adawa of -my state do not pravide for resident brokers representing

Ltonipanies operating in MNorth Carolina, and I may be presuming too much to
‘. refér #6 this phase undér the subject assigned me, but the nomber of non-resident
g brokers admitted. fo our siate is steadily increasing, while quite a number do not
" take the trauble to comply with the law befove assuming authority 4o act. Their
iefficiency iy reffested in the large number of ecomplainis that come %o us on
mecount -of . their work, in their disregard of the law, the rights of the company
and the assured.  Omnly recently unlicensed brokers appraised a certain property
oar-state at $183,060, ivsured it for $120,800 in unlicensed companies, and in
© 1éss than four months & fice occurred snd the same property was zppraised for a
'aettlement of the losg at $23,000. The great disparity between the appraised value
LAY the date of policy and at the time of loss can only indieate that the brokers
o e Mainly interesied in commissions to agerue frem premiums paid, Their
crecord-in: our State leads me to believe there is need for closer co-operation among
nsuranie departments of each state in securing mutual protection against the
: _er\_ip,uiolza broker, who is neither inferested in uphoiding the policy and reputa-
b of . the ‘eofehanies, safeguarding the interests of the citizen, nor complying
; the- awn of the state.

e pos:tzve szde of this subject may in my mind be summed up in 4 very few

’ _S'trict selection of apents by the companies,

: Thorough and foll thme application by agents.

A course of study for new apents,

Co-operation, in upholding the policy of the company and

" enfareing state laws,

trandy . touched upon the firpt three conditions I will only eay in
o} : peration 1s the fundamental requirement, ajl others being correla-

“Hve, " The,eﬂic:ent agent will not oﬁiy emphasize the gelling features of }ns

“ight fngite’ a'futire mzsunderstandmg, He will not only praise his own company,
sbut will "hold g any licensed company as 8 medel of justice and fair dealing.
sHe Wil no -only obey-the law but will refrain from any word which might reflect
AP i ntegnty cf hls uompetwe agent
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laws invite resistance. Proper training should make both unnecessary and in this.
may lie the key te efficlency. Whatever may have prompted your Ex’ex:utive
Committee in calling upen me to discuss the efficiency of imsurance agents, you
will not, ¥ am sure, expeet me toc define efficiency in an abzolute manner or
presevibe for its highest attainment until the golden rule shall be aceepted a3
man's eode of action, and rightesusness shall animate all our aims, . Teoe

STATE INSURANCE.

By Burton Mansfield, Insurance Commissioner of Connecticut, )
Ir the “Eastern Underwriter” for August 26th last, the genial editor, T faney,
eharacterized this topic as a bretty stale one for agile minds, and -added that -
there is much or the hooks that is more pertinent. He contrasts it with “the:
government's messing up of rafiroads and ships, and the northwest wheat field -
states’ bungling up of state finances.” He also remarked that there is about s
much chance for stale or povernrment insurance being “‘ejected” as there iz of al
certain somewhai prominent citizen, who alleges that the rubber-stamp s too-
freely used by those who sre charged with the duty and responsibility of super-
vising insurance and inFurance companies, becoming president. . State insurance’
has the advantage in any such contests as far as g nonmination is concerned, for
it was nominated leng ago, but T am not at all certzin that in the present attitude
of mind on insurance matiers which the press in general has helped to create, the

ebove mentioned eitizen wonld nct run fairly well on a people’s ficket.

In the “Weekly TInderwriter™ for August 20th last is an article crowded to the
limit with what are given as statements of fact showing in spite of the asbandon-
ment of state ownership of many industries in Russia, the propaganda in behalf
of state ownership in many other ¢ountries iz stil} strong and that state insurance
in many places is still very much alive. While these articles differ somewhat in.
their conclugions as to the present importance and activity of state insurance,
I am quite willing to admit that the subject i3 2 reasonabiy old one: but in my
estimation the principles underlying it ave elder still. The question of government
ownership of business and indusiries in géneral is the real main issue and insurance
is only one of the many channels throngh which it seeks to flow. TFrom this lavger
roint of view state insurance is a subject so full of possibilities—-vet to be et -
and solved-—that it will be a fruitful topic for consideration and discussion for:
many years to come, In spite of its staleness and in spite and possibly because of
its failures.

Workmen’s Compensation.

At the session of the Connectient Lerislaturs, which met in Janvary last, a biil
was introduced establishing a monopolistic state fund in connection with' the-
Workmen's Compensation Act in that state. It was heard by the apprepriate
cotmitiee before whom the advocate of the bill alone appeared. No one onpoged
him or his measure before the committee, but the bill was reported adversely, and -
the report was accepted. This incident is the real cause of my attempt a’g this
time to say something cn state insurance,

Ten years ago I was one of a commission to frame a workmen’s compensation
act for Connecticat. At that time fifteen states had laws upon their statuts hooks
bearing on this sulject, Today st jesst forty-five have such laws.  Speaking
gemerally, here are four distinet ways or methods in which these laws are enforced
They are: roes

1. By an exclusive state fund, h ich i Y i ;

e sach as the ome which is found in Washmgtc_n.

2. By s competitive state fund such as the one which is found in New York

Maryland, Penneylvania, Michigan, California and some other states e
3. By private insurance companies, eithe B .
va . r stock or mutnal, operati i s :
competition or alone, o syetem permitted in most of th; sa:eihng either zn,.

4, By employers carrying theiy own insurance.
No twe compensation laws are alike, although similar in their main festures
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1t is an interesting guestion how the name “State Insurarce™ has come to be
applied so largely to workmen's compensation insurance. It may be bLecausc this
particular form of insurence has heen the erveature of siatute law, ond its admin-
istration has Dbeen placed in the hends of state commiassions or boards mnd the
public are thus brought into contact with and knowledge of it more closely than
with other forms of insurance, and that these boards and commissiens are not
only the crestures and officials of the state, but receive thelr remunerstion from
that source alse,

Varices atlempts have heen made to extend state Insurance, so-called, te o0ld
age pensions, mothers’ pensions, unemployment and invalidity, with some success,
but- thus far this has been done to no great extent in this country. ¥ven where
these various forms of insurance have been Inaugurated, they form, after all, in
the opinion of those caleulated fo judge, only different ways of administering
"poor- rélief, whith it has been long the province of the state to administer. Un-
employment insurance, however, owing to the present industrial condiiiens, may
vet be resorted to in this country as it has already been resorted ic noticably
in England, where the state has become an acfual ceniributor to the funds used
in its administration,

--Our states are not rushing into the maelstrom of state insurance very rapidly,
hiowever, State after state, after careful investigation, has declined o adopt
the state fund policy and in some cases where it does exigt, experts have deciared
that the management is inefficient and inadequate, with either ne or little super-
vision ; finzneially weak, and as a practical workable institution, imperfect and
dilatory. According to the latest information at my disposal, eight siates operate
& state fund exclusively in connection with workmen’s compensation, while nine
pernit it in competition with other systems; thirty-one allow the operation of
privete companiez, with or without competitive state funds, though generally
without, while thirty-cne states also allow the plan of self-insurance.

" As to the method of compensation Insurance adopted, employers generally prefer
the private company method, while employees are not in accord sas to their
pfeferences: and incidentally it may be stated that during the underwriting of
‘mharine and war risks by the federal government, it was found that merchants
and - ship-owners preferred the private markets, owing fo the more elastie
conditions grented and the absence of the red fape inevitable in the conduct of
government operations ¥

o Real State Insurance.

While there are in the United States a few instances of state insurance in a
more of less modified form, as 4 matter of faet, speaking broadly and generally,
‘thefe i85 o such thing a2s state insuranmce in the proper use of that term. Real
B%ate_i'nsurance as Ex-Superintendent{ Hotchlkiss has well said, means ‘'‘Shall
inguranee be written by the stafe, itseif1”  Shall it be adopted in reality?
:Shall the state actively engage in the insurance buginess? Shall it confine jtself
_to éneé oy a few branches or shall it extend ifs operation to all?

. QOutside of the Massackusetts savings bank life insurance plan, which to &
feitaln degree is state insurance, the Wisconsin fiasco, and a few sporadic attempts
alsewhere i has received little encouragement in this country. 'This does not
mean that there are not other examples of state insurance well known in the
insuranee world, such as life insurance in Ttaly, insurance in many forms in
New Zealand {though not ag a monopoly), and in wvarious forms in Denmark,
'_Norway, Bermany, France and other countries which might be mentjoned.

: BY and lnrge, however, states and governmenis are not providing funds with
'whmh to meei losses which may oceur under the various kinds of insurance.

{This would be the true sample of state insurance. They are thus far content
t6: manage. funds . created out of contributions which private parties make.
‘They -thus presént further evidence of that contrs]l by the state already advanced
guite” far-enotgh for jts own good, the good of the people or of the husiness
interests affeeted by it, and which unless it be chacked, means the actual conduct
of insurance ‘and-of affairs in general in the long run.

"’Mame Insurance P! 230 by William D, Winter.




198 APPENDIX

The arguments for state insurance are summed up as fellows, and here T make
no distinction between real state ipsurance and state rmanaged instranece. m_:d
state regulated insurance, and I would almost say, state supervised  insurance.

Y¢ is elalmed that if the state engaged in the insurance business, wconomy of
administration would be promoted; thrift would be enconraged: the publie wolild
be Letter served, and in zase of social insurance, so-called, indnstrisl injuetice
would be mitigated, conientment increased, pauperism diminished, and generaily
men would be elevated to a higher and nobler conception of themselves and their
faculties. Tt seems to e, however, that there is very Hitle in all this which is
worthy of consideration. T can see little in it for the seneral welfare. Industrial
injustice will be mitigated, contentment promoted, pauperism diminished, higher
ideale atfained, not when the state owns and manages insurance and other vital
soneerns, but when men realize that there is something in life bheyond the making
of money: when the interests of one are regarded with no more concefn than
ithe interests of all: when we reslize that the law of Geod, and not the law of -
man, is recognized ss the compelling force, . '

Some of the arguments against state insurance are that it is un-Americani.
promotes socialism; hampers individualism; is practically impossible under a
government of forty-eight different states, whose idess and methods as to insurance
-and the other affairs of iife differ so radically; thai delays in settlemernt of even
just elaims are inevitable: that politics would control its management, and that
the stute as » whele is not adapied tc de this sort of thing.

‘With some 0f theee objections I sympathize; with cothers, however, I have no
sympathy, 1 believe as far as insurance is concerned that under our system of
forty-eight state governments it would not work advantageonsly. I am confident
that on the whole it is not as beneficial to those concerned as the system of private
companies, and I believe that peolitics would more or less econfrol its management
and prevent its successful operation, and this is true of a5 afairs and is ot
confined to insurance,

If state ownership as a general proposition means socialism I cannot give it
my support. On the other hand when we assail state ownership by reason of its
being un-American and hampering the constitutional Iberty of the eifizen I
am not always convineed, ’ :

T realize fhat we are exposed to many and great dangers by resson of many
strange ideas and theories of sovernment whith are being introduced into this
country by people who are unfamilizr with our form of government, ancd the
principles on which it is founded. Different races, languages, and customs have
been brought io us by the many thsusands, whe have entered our guies, and they
are strovigly influencing our national life, our laws and our institutions, scmetimes
for good, generally for bad, They are to a large degree un-American and are
net to be favorably entertained. 'We do not have $o import these foreign influences,
l.wwever, to find out how constantly and auietly our whole systermr of gavez‘nmem,:
is undergoing great changes, and that what was American half a century aga
has given way fo methods quite different—methods clearly not American then, but
quite American now, 1 anticipate, ’

The old theory of peraonal literty has gradeally vielded to wovernmental
ca}]tr?l, managemant and ownership. We have iong sinee pasged the te;(: of whether
?hzs industry or that iz Inonopolistic or whether it is Impressed with a pablic
interest, . The test now is, ave the pecple so interested and so beneﬁttedpth t
the selution iz governmental interference. ‘The federal government directs ﬂ?
development of agricelinre, regulates public health, builds highways, runs E(i:] ad: -
controls waler-ways, does & banking business, and extends its na,tioual p m' h'.
to many other affairs minutely and in great detail. Even now in a hiiiover'sl;i! .
!;efore the present Congress, it is proposed to place the operation of ‘h‘flen oa
mch_mtry within her domain. Business of nearly every kind and ci'i % cﬂ!_ll- .
subject .tn her regulatien and contrel, Tn a hundred ways she has el
t.l?e police power of the seversl states and the rights of the i1:3|-.]:“c]zudammd itoon
unFier the plea that she can free us from al cur ilis. Hunde ds“'i s cltm.en
neither monopolistic nor impressed with a pubiie inter;!st have iee:fdj:gus?l::

n in
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the meshes of government control and risnagement which in the lasi snalysis
mean state ownership. The states which st fivst exercised in a multitude of ways,
under the operation of their poliee power, this control and managemeni, have
vielded that power to the federal govermmen:. This has been done Dby mutual
consent and guiet acquiescence. 'The states have yielded their independence in
manifeld ways, and the national government has assomed contrel.

- We sit quietly by and see nall this done with little consideration and less
remonstrance. We have seen this aceemplished vecwatly in s new smendment
fo our constitution, which not only robbed us of cur Hberty, bul wothered
ander its broad mantie any idea of state rights and state independence, whinh
were once considered real American, and in many cases ought {o be so considered
Hiovr, .

Tt -is -contended that the system of state insurance is un-American in that it
reatricts our freedom, and is an attack upon sur persenal iberties ; that government
‘shionld confine itself to the function of gaverning, leaving the individuzi free to
.éxercise his liberty : but is this an suswer, in spite of what I have said, if really
hetter service can be procuved, and the welfare of the people be enhanced
Sdvintageously otherwise? From time when the memory of man runneth not to
thie contrary, private rights have been yielding te public rights, when the general
good so-demanded.

Some Other Remedy Needed.

I the report of the State Commission to the Connecticut Legislature, to which
I-have alveady allnded, the Gommission said:
. “Homanity would seem to demand that some provision shouid be made
for the resulits of aceidents nunder industrial conditions as they now
(1918} emist.”

. ‘[heseé comditions have not changed, at least their foree has not heen ameliorated.
‘For one, 1 bave sometimes thought that strong reasons existed for extending the
Benefits of the workmen's compensation sact to other forms of zid. Humanity
‘still calls.

; ‘136 not believe in socialism as I have already said; I am net an adherent of
state insurance. 1f, however, what I am about io say is secialism, then 1 must
‘be w0 classed.

“In 1814 an Ex-Soperiniendent of Iasuranece of Ohio, Mr. Vorys, in a very
'able ‘address delivered in Cincinnati, said:
“Mans Hfe is in relation with athers, and the right to liberty must be
qualified as “the Ireedom to do ali one wiils, provided he does not infringe
_\is'x'on the eqgual freedom of any cther person. If it were not sc Hmited,
©-individuzi liberty ‘would be the prevogative of the strong, and slavery the
o hetitage of the weak” This is net 2 new limitation on the right to
o -personal {reedom. ‘Do wnto others as you would that they should do unte
ou’. was & maxim leng before the Teclaration of Independence, How
_'nat‘ura] then the dream of the ultimate fuifillment of man's destiny
‘when the Spirit of God shall inspire all relations of mankind te each other.
o8ueh 2 Utopia seems centuries beyond, Perhaps we are neaver to0 it
‘than, we dream.”

In 1919, Mr. Edward D). Duffield, Vice-President and Assosiate General Counsel
of ‘the Pprudential Tnsurance Company, in an address before the Association of
_szg Insurance Presidents—a God-fearing and a man-loving address, said:

[“If the dangers anticipated by the fathers (the framers of cur Declara-
o Aon of Todependence and of our Constitution), are to be avolded, there
:.must be & repeneration of Americans. If muet consist in a clear
mcngm‘:" b ‘of thie fact that.the firsi duty of each individua! citizen is not
’ Jeor fo any organization of which he may be a member, nor to

dny Giess In which Bis lot may fail, but to the Commenwealth itself.

As - “this- Guverninent was framed for the purpose of protecting the rights
"-of. m—. mdlvuiuai citizens by preventing the invasion of those rights by
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others, so we as individoal citizens musé recognize today that the bclai.ms
of the whole are always greater than the claim of any part. A reslx_zatmn
of this doctrine would go far to cure most of the present day ills.” -

We have hitherto held two alternatives before cur eyes as far apart as the
peles and as opposed as two contending armies. They are the extren‘xe of
socialism., With its impossible aspiratiens on the one hand, and extreme indiv:dt_m]-
jsm on the other, with its aspirations altogether too frequently attained. Socialism
is impracticable and undesirable. Extreme individnalism as we see it exemplified
in many instances iz egually undesirable. Accumulations of great wealth, either -
by individnals or corporations, and the power ithat goes with them are bad for
the nation, bad for the people; threaten our future, our progperity and our
happiness unless they be govermed by the right motives and wsed in the right
spirit. Their evil influences cannot be counteracted by “foundations” or “insti-
tutes’ ; by the creation and maintenances of great libraries or great museums. We
must realize that all wealth is given us as trustees for the common good. We
must find 2 common level where all humanity can meet; where the rights of an
individual vield to the common vights of all; where the welfare of all is paramount
to the rights of any one individual ; where the needs of my fellowmen are of egual
or greater importance to e than my own needs. To this end we need *no
appesl to a misty state, whose ownership relieves of pressure and stifies initiative”
as some one has well said; nor need there be any attack on private properiy as
such, for property may be sc used that its strength and power will be clearly shown
and emphasized.* -

Human life must not be mensured in terms of a debasing commercialism; in
dollars and eents; in the products which it can turn owt day by day, but in
fterms of a common spirituzl citizenship, where the souls of men are of more
account than the labor of their hands, and the hearts of all men beat in rythmic
unison. Suppose a hundred thousand men in this iand should tomorrew promulgate
as theixr rule of conduci the so-czlied Goldern Rule, and try with all their heart
and soul to put that rule inie practice. Do you think that nothing would come
of such an effort? Already, T am $old by those who know, that men of all goris
and conditions are seeling a practical application of this rule. Men with differ-
ences, either real or imagined, are alveady seeking to soive their problems about
a commen teble. Only a few days ago I read in the “New York Times” how
Great Britain was seeking to rebuild her socizl and econormic fsbric on a hroader
and surer foundation by submitting the varivus guesiions of difficulty to representa~
tive bodies of both employers and employees, gathered tegether 2t a common
table and without the intervention of government,

Here is where all this discussion has a2 close relation to state insurance, for it
makes little difference whether it be state insurance or an association between
the siate and scme other industry or business, the fgndamental prineiples are the
same, The state should be eliminated, and poszibly by the application of scme
of the prirciples of humanity which Ged has implanted within us all, we might
core o realize that state control, state management, or state supervision even,
was less cssential to our commoen good than most of us imagine, whether it be
;};plied to Insurance or to any other vitz]l concern in our sconomic or industrial
ife.

LICENSING PUBLIC CLAIM ADJUSTERS.
By Themas B. Donaldson, Insnrance Commissioner of Pennsylvania.

It would be ‘well to define the term ‘‘public adivster.” He is one whe invariably
represents the insured. A company adjuster is o salaried man exclusively
serving the companies. Company adjusters may be bureau emplovess or yua
work directly from home or branch offices. An independent adjuster is one w.’ni.
invariably serves the companies, In rare instances he may adjust for the insured. ’

This paper is predijcated upon a new Pennsylvania law, :

effective 1921, requirt
*New Republic, Sept. 7, 1921, -
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w1 public adjusters of losses nr elaling arising out of policies of insurance, surety or
indemnity to gualify for annusal license, The law does naot, in direct language,
deny s license to amy person eagaged in the salvage business, or one engaged ag
agent or broker. But, such was ouwr intent. The law provides thal an agent or
broker may, without being paid, adjust a losa on a risk written by hir without
‘pay. Wothing is said as to, salvage. I bave refused to issue an adjaster’s
license to a brokerage house, and a test suit is now in court. T may be defeated
in court. But there will be other segsions of our lewislature. The vast majority
of brokers and apents—men whom you and I respect, and who keep the business
<ledn—agree absolutely that if adjusting is a business it je a business of itself,
and there should be no merging of adjasting, salvaping and placing of risks. The
home offices are absolutely in accord with this viewpeoint.

: _Attached to this paper, as an addendum, is a complete coby of our Pennsvlvania
Jaw. There is, of course, room for improvement in the text. Briefly, the bedroeh
of “the law, which fixes individual responsibility, is in Section 3 and Section &.
Note the words “trustworthy” and “untrustworthy.” Seetion 3. “The Insurance
Commissioner shall issue adjusters’ licenses o persons, partnerships, assoziations
‘or corporations applying therefor whom he deems to be trusiwerthy and competent
to transact business as publie adjusters in such manner as o safegusvd the
interests of the public.” Section 6 permits of revocation of Heense if the holder
has, among other things, been guilty of fraudulent practices or has demonstrated
his "ir_.,uompetency or untrustworthiness to transact the business of public adjusur.”
"' Neo department could ask a greater leeway than thzse two sections affovd,

While on this subject, T want to offer the text of a new Fraud section in our
Cede. 1 consider it a2 very nifty little thing. Tt is what we needed—and &'l states
weed it. Heve it iz: '‘Fraud in procuring insurance or in collecting elaims (a)
any person who is kpowingly concerned in or who for profit, gain, bonefit, favur
o1 vtherwise makes any false oral statement, misrepresents, substlitutes persons or
yéalty or goods, subseribes to or prepares or helps to brepare any Trauwdulent
letter, document, application, affidavit, inventory financial or othar stalemen: or in
any method or manner attempis fo deceive for the purpose of obtaining for
}:imsejf, herself or cthers any of the classes of insurance provided for by this
a6t and (b) any persen knowingly concerned for profit, gain, oenelit, favor or
otherwise in preparing or forwarding any fraudulent spplication, affidavit, proof
6f .Joss or claim or atterpiing to collect or collecting any wholly or partly
_fra{!d\zient claim or money demand from any insurance company, associntion o-
exchange lawfully transactivg business within this Commonwealin whether any
poliey or agreement of insurance was lawfully procured or procured by fraud
shall be guilty of a misdemeavor and upon econviction ehall be sontenced to
wndergo imprisonment for not more than one vear or less thap six montns and in
addition to pay a fine not exceeding five hundred dollars (3500.00) or less than
-ofe bundred doliars ($160.66). The previsions of this section shall apply wheother
0¥ dot fosurance was actually in force and whether or not the offending person
or.persons. received profit, gain, benefit or favor from the attempt o defrand or
from - thé -consummation of the fraud.”

; Through the individual and most commendable activities af R, R. Dearden,
Jr., of “The United States Review,” an insurance journal published in Phila-
delphis, I first was advised of untoward conditions in Philadelphia, arw’sg ont of
activities of certain fire loss adjusters, Mr, Dearden has hraved and discouraped
Tibel suity by repeatedly attacking the work of certain public adjusters of fire
l:_)s_a'es__'in'Philadeiphia. He was playing a lone hand and bad no help. He was
attacking the General Adjustment Bureau for yetaining within its ranks mecn who
were, as. he stated, patently under influence of certain public adjusters of fire
ioss" claims. The Tesilt was « ‘shoving through” of adjustments handled by
:‘:_ertairi -p‘ub_iin ‘#djusters whe openly boasted: “We are the Geaernl Adjustment
Biurean.,™ . {t_ seems that they were ! GCertainly due to a iarge oxtent {o Mr,
Dearden’s’ aftucke “in -his jouinal, the National Board called for the serviees of
the "estimable “Willlam <L Greer, Who came to Philadelphia and slowly and surely
proceeded tol sleai . out ‘the Bureau There were many shiftings. Within feur
months. after My, Greer s arrival; and the advent of Burean men from other cities,
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the public adjusters found themselves halted in speedy collection _Of qﬂestionab.le
claims; and it has been » serious financial set baclk. You see, public adjusters in
my city have heon financing their clients. That is to say, if John Burnem had
2 “loss of comvenience” znd his creditors were ¢oming down on him, he neaded
ready cash-—pending eoliection of loss moneys—to avoid bankrupicy. . The publie
adjuster with cash resources of course “nailed”’ the loss—at fee of 10 “per cent—-
and proffered moneys for first aid to the needy, The Desert of Sahara, 1'1i:at'A:*r.";;:zllbr
dry, has nothing on the public adjusters’ piight since Jurne, 1921, in Philadelphia:

In my opinion the change of administration in our local General Adjustiment
Burean, since June 1, 1821, has saved the companies $200,0600 at the: very least.
With possible exception of adjustments by one, or not more than iwoe, public’
adjusters’ offices, the claims have been scaled down 75 to 25 per cent helow amounis
criginally asked. In 1929 adiustments went through the Bureau—if certain
favorites were “on"—s0 epeedily that I am advised that detailed schedules were
lacking in scores of proofs. Merely stated as follows: “Lot No. 1, $1,452.80, and
.ot No. 2, $981.74." Why bother when friends are af court

I know of one public a&just&r in Pennsylvania—he resides neither in Pitisburgh
nar Philadelphia—whao has the absolute confidence of every home office. 1T kiow
two of the vounger element who have twice assured me, affer full talks, that
they handle no loss open to guspicion, gnd stand for no “out of sight” items unless
their client can prove his word.. I want to believe them, and I do believe them,
bat I frankly warned them that they were in 2 dangerous game and apt to meet
clients who would double-cross them and indietments might follow, They ave
twe likeable young men and I'd prefer to see them in another business, Two
adjusters in my city are ex-convicts and there is mo proof before me of their
reformation. Others have never been prosecuted, Just why, I do not know,

My investizations have been confined to Philadelphia and nearby cities and
solely as fo fire loss adjustments. How many public adjusters of fire, casualty
or surety claims there are in Pennsylvania is beyond any living man to tell.
Due to leng delay—a printers’ strike—in printing our new statujes few have
been made aware of the new licensure law for adjusters, if seareity of apunlications
Tor license iz a barometer, It ie possible that many do not classify themselves
public adjusters. We prepared a questionaire which is faivly encompassing, and
we asked, in the final question, for a statement of ten losses recently adiusted
by the applicant where settlements were over $1,000. Two avplicants, whose
work has heen guestioned for a leng time, showed their brazenness when they
referred to their adjustment of certain losses which are notorious in the annals of
fire losses. But, it suits me perfectly. I am going to examine those two men—
no matter how many hoars it requires—as to exactly how they adjusted those
losses. :

Here Is 2 bit of light Summer reading, but not fiction. It iz a record of the
fire losges in Philadelphia, years 1918, 1819 and 1926, In the last mentioned vear
some public adjusters, who seemed to have deskroom and bloed kinship with the
Jocal General Adjustment Bureeu, were most active. Compsre the loss fipures of
1918 and 1919 with the “big-killing” opportunily year for the pubiie adjusters.

Aggregate of Philadelphin Fires; Building and Contents,
Year Fires Insurance Loss
319318 .. 4,67C¢ $117,220,800 $3,911,350

ig;g 4,288 102,658,660 2,918,335
4,955 92,273,000 8,081,084

Percentage of lass to insurance in force: 1918, 8.3
cent; 1920, 8,70 per cent., PET oenti 1919, 855 per

Average Per Fire.

1913
1919
1920

5 837.00
919.00
oo 1L,689.00
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It locks like mere chance, dossn't it~ Just an "off year ” Well, it was “afE"”
for the companies, and “on" for the adjusters | :

In my investigations I had reason (0 be somewhat hewildered on more than one
occasion. The fixst was, and iz, the impossibility of proving ta men of ordinary
inteliigence that n cerfain muan is erooked. Reasoning it out, frem my own
standpoint, it 8 due to the fatal American irait—arefusal to think, Agais, to
another fatal American trait—disinelination to do anything but rouline wovk, and
vary little of thaf, in most eases. Place befove the average American any isaue
which requires sound thinking, and bhe'll usually mutter: “Oh, hell | The idea
is crazy. I'm woing to the movies." ¥Frequently be plays golf. The most stagger-
ing thing was the home office executives’ disinteresi in the one thing they are in
business for--fires | All they know is: “It is a bad year; very bad'" Not one
blessed thing have the top-men done to ascertain i crookedness made it a bad
vear and if s PREVENT IT ! ¥t GAN be prevenied ! 1 have real afection for
heme office men who have played cleanly and lived honorzble business lves—
you can point to but few who have not—and veit, with ne zeal, with Do nerve
and entive lackadaisacal’ attitude they have dozed along waiting for the Nationat
Beard, or some outsider, to tske action. The National Board's investigators are
sinvere;, horiest and capable men, bul they must cope with local conditions; and
in my city they admit they have never been against a worse game of corruption
which goes unreboked by local auothorities. That is why I stepped in; and I
certainly am not gaing to be smothered. |

At times an irate company adjuster would come to see me and present staggering
facts. But prosecution of offenders was not begun by the companies. As an
experiment I asked our domestic stock fire companies to answer some questions.
I found, as I stated hefore, that they were, in the main, “gucssing” about
the foundation of their business—fires, Many of them used the Genersl Adiunstment
Bureau; and to my guery as to how cguickly the Bureau adijusters ““goi on™ a
loss the ausweérs showed no real knowledge whatsoever, but a statement that they
were “‘expected” {o get on the loss <uickly. A brief investigation wounld have
diselosed that until June 1, 1821, or theresbouts, the Bureau's men did NOT get
on the loss quick]y,' and there is ne particular zpeed at this time. Auncther answer
was: ‘"It is very rare thaf we place a watchiman on the premises,”” Of eourse
not. Fires aren’t important. Oh, no ! That is where the publie adjuster intrudes
kg gewtle hooks, One of them openly advised a home office: “The damage is
done after the fire,” He knows ! And as to photographs: ‘"We seidom photo-
graph 4 loss” Of course not ! Al thei a camers is for is seaside pnapshots.
Every loss should be photographed from all angles imwmediately after the blaze
-subsidés, and a chemist should inspeet and a civil engineer shounld survey every
loss. 'Then, the origin of fires will be made KNOWN ! Tere is somsething
which is velevapt. The companies patronize, and quite properly, the Underwriters’
Salvage Company, It may interest vou to know that the Philadelphia branch has
JUST BEQUN TO GET SCME BUSINESS. Until the local Bureau was cieaned
-pﬁf_i't‘ appears that there were “few ealls’” for the Salvage Company to go to a
lss. Why? Well, some Bureau employees wers good old friends of one prominent
salvapre king ‘who c¢laims fo be a public adjuster, and has certainly been radic-active,
Ansther answer: ‘“We are always suepicious of claims presented by public
edjusters.” Oh yes; fine | But what was done to see thet public adjusters were
halted?. Nothing | Qur departmeni made the first move, though entirely for
the parpose of giving some dipnity, by = licensure law, to the adjuiting business
atid’ with ultimate hope of having all adjusters made court officers or by some
arrafigement recognize them as neutral and responsible pecople. It never for an
dnistani occurred to .our department that conditions were so bad | | As & matter
of fact, though “'suspicious” of public adjusters’ claims our home offices had
‘been . paying scores of losses on figures faked and fixed solely by public adijusters
-and 0. K'd. hy the Bureau—until reorganization was effected.

All of the home offices were strongly emphatic on the point that no broker or
agentls'h'mi!d ‘b~ ctiintenanced who “threw" losses to public adjusters and wha
shared -in adjustnfeni fees. Our companies are accepting business from scores
of ‘ageats and bYrokess who are mew doing that very thing. And the companies
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stated that practically all suspicious losses were those of foreign insu_red; a}nd that
public adjusters were “on"” losses which were practically sll fofelgners 109595'_
“They all agreed that the public adjuster was unnecessary; that. _‘mezx{ory state-
ments”’ eonstituted e large portion of all claims presented by public adjusters. _I
was glad to have my viewpoints upheld and glad tu learn that I was not alone n
my suspicions. ; T

The insurance business is the business of home offices. Ninety per cent of the
game is the home office game: yet there is no sound co-ordination i:etvcfeen home
offices and blessed little personal official conbact, and no concerted action unless
some ome takes a “wealiop” in the pubiic. press, at the “wvielous insurance
monopolists.”’ I have come wpon a serpentine irail; from fire losses to every
conceivable channel of corruption, sil of which indicates that the great American
public's game isn't baseball, It is cheating. Yoau recall the fiasco in Chicago?
Acquittal of men who withont doubt corrapted baseball

The average American doesn’'t distinguish between brains znd audscity, When
a sharp commercial trick is worked the public press extol it in large headiines.
But, it is extoiling cheating! You know it and I know itl Why condone 6?7
Why deal with the cheater? The American public exceriate inserance companies
on any and all cecasions, particulariy in civil {rials where insurance companies are
defendants. And that brings me to a coandition directly due, in my mind, €o
lassitude of home offices. Circamstantial evidence is a dangercus factor where
a man’s life is at stake—by hanging or eleetrocuiion—Ddut it is practically the
sole basls for prosecution in an arson ease. Sean the. fire records in any eoms-
munity and note the firemen and others injured and killed in fires. And, note
the “‘unknown’ origin of fires and “snspicious™ origin of fires. Construciive
evidence, the carefully woxked out series of facts to show that a fice HAD to
geeur, and odd events showing the presence of swners at an unseemly hour,
just prior to the outbresk of fire, all these would—if the sentiment were
cemstantly hamemered home year after year, by public press and insurance
journals and the general puklic, and on the basis that fires mean destructien of
human life which can never be replaced—gradually break down the tenuous lines
of uncertainty in srson trials and give benefit of doubt to the prosecution, The
worst plight an honest man iz ever in, is when he faces a crook’s attorney on
the witness stand; and a crook on the stand simply revels in fongue-twisting.
You can hear more lies in a court of record in one hour than you ever heard on
the street in your lifetime. Home office sxecufives dodge a study of fire losses
and the eyele of corruption incident uwpon them because it Tequires work and
thinking, and it is distasteful. But a man is salaried for doing disagreeable and
unusual things. Any fool can get along with an easy proposition; and easy
Propositions never entail progress or achievement. The greatest need in the game
of life is courage. It is the finest and rarest of all human attributes; and with
loyalty added to courage you have a combination which defeated Germany,

To conclude fhis section of the paper, I'll state it as an inviclable rule that
no honest man needs to pay 10 per cent of his claim to & public adjusser and no
konest man can afferd to way a public adjuster 10 per cent or sny percentage,

The Remedy,

First: subject the public adjuster to a thorough oral and written examination.
You may ask me what the extent of it should be? Well, iz there any limit to
that which s pebiic adjuster claims he knowe? Doesn’'t he tell the ingared that
he aleme knows how to make a company “come across,”" and except for him no
loszes would ever he paid ! Isn't he posing ag an expert on policy conditions
formsz, law, the price of beans and sealskin and plategiass and cost and co.ndiﬁiar:
of millions of “out of sight” items? Jen't he going to prove to the companies
that §8,000 of stuff which he never saw before the fire, and couldn’t find after
the fire, is worth every cent the insured tannot preve he pald for 4?7 JTse't he
going to show the value of goods which he never s&w hecause they were never
owned by the insured and never in the shop, for the remson that the insured had
no credit and was afraid to commit hurglary te replenish his stock? What are
you going to examine him on? Isn't he & miracle man? Ask him to explain
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his mivacles ! Send for loss department . men from five home offices, and ask

them to give you proofs of loss submittesd by wublic adjusters, end ask them to
send you ONLY those which are irreguler. Naturally, they’ll pend you about
nine out of ten of all public adjusters’ proofs in their files. If not, the companies
had better hire adjusters who are wmwake, Look wover those proofs earefully.
Asseribie your common sense and your nerve, then ask the adizster how, when
and where he adjusted such-and-such a loss, Talke him over item by item. Within
fifteen mingtes you'll have him backslidiag, dedging, “trivuming” and trying to
“nin’ his own evasions on his clerks or the insured, TFinally he may admit:
“Well ~ er — T didn’t compile all that r And then you'll naturally inquite:
“Well what did you do? You charged a fee for it? If you didn't adiust, what
did vou take a fee for?" This ins't romance and tremens. This is what came
out of my examinations:; and Tl have it all summarized in the neer fnture.
e sufe to po over the “Memovized stetement” items. Oh rare, rare memoery!
T never knew how markedly the memory of some of cur present generation was
improviog ontii I saw a bateh of public sdjusters’ proofs of loss. Wonderful !
Marvelous ! One insured, whom I recall, kept no books. Certainly not | ‘Why
keep beoks? Tt is a nuisance to ghange them all the fime, and they might be
used against you at anmy instant ! But, he had evidence of valuable stock by
purchasebills, some of them dating back to the time MNapoleon was shipped to
Blackwell's Island. (I may be wreng in my geography, but it was somebody's
islaird, and the Emperor complained about it.) Take any loss where 38,000 was
claimed, and 34,000 finally acrepted, and ask the public adjuster “If the insured
was entitled to $8,000 why did you accept $4,000?7 Why? You have him right
there'! He can't explain. And, remember the werd “trustworthy.”

You will not need to rest vour attsck om one proef of less. Yeu will find
offense after offense, and the companies irate but too often flat on their hacks
with inertia. Tt was Mark Twain who said, “There has heen a great, great
dea) said about the weather, but very little has ever been done.'

Qf course, if you have no siatute in your state providing for the licemsing of
public adjusters, my talk is futile becanse it is impossible to think that such a
law could ever be passed in your state, Seme day I hope you may have eleetrieity
and automobiles and washing machines and wireless telegraph.

Second; a iittle campaign in morals to discover——as you eventually will—the

gpents and brokers who are feesgplitting with and ““throwing losses’ to publie
.adjisters. This goes further. TInsist upon learning, from the companies, the
agents- and brokers who cover lines where losses are acute and many with a
foreizn elemeni predominating. It will go even deeper; tc ascertaining some
ddv that the gentle agent or broker may be indulgent with » merchant and with
an adiuster and procures for the merchant some additional insurance which
“results” in a speedy fire. Some sgents and byokers in my state are apt to have
a very disagreeable awakening in the next few months. The words ““worthy of a
leense,” in our agents’ andé brokers’ license law, are eiastic enough to mean
anything savoring of honesty. A man whose license i8 cancelled and who appeals
cagnniot always defeat you in court if you are aiming to guard the moral side of
things,
.. I have found it absolutely mnecessary to compe! companies, in some - instances,
to. cérse doing business with brokers and agents of unsavery reputation. The
Jogs of $100 premium usually means apoplexy in a home office, though a $1,500
fire loss doesn’t worry them on « premium income of 33169, less commission.

“Third: something with a reverse English. Tt {s the seif-prodding of an insurance
department to a realization that the department’s mission i to emcourage and
advance- insurance by aggression, net to discourage by small-vision “don’ts.”
¢ ‘Binee thé time I #irst came with the Pennsylvania Department—in August.
1911--1 have seen the fighting spirit of many home offices pradually broken and
to-operation  between home offices discouraged by two causes—advanced age of
-execitives. and the resuit of “nsgging” and attacking successful companies hy
sbine - Inguiance Commissioners and the public press. Again, the erotchets of
a:mr_'nia' states, requiremenis changing over wnight, uncertainty of departments,
“information raguested” on avery conceivable channel pertaining only to insurance
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within state lines, ell this has kept the executive's nose to a desk frying to keep
courage in his office working staff for fesr of a department’s ;‘ef:;uke. .-'Ihat .Ba.n_:l.e.
conrage and energy 18 needed ouj-of-doors, where tha fires take place and W.hefr.e
miscreants are active. For my own part, I don’t care u rap bow -rm_zch nz..o'n'e‘y;_s,.
fire insurance company makes, 5o long ae it pays its losses and givg‘s ‘the__Aﬂfgmffal}
public the coverage it is entitled to. 'The Amerjean public is never :gqmgl.;_c.
get the coverage it is entitled ¢o unless the carriers have large . gurpluses, _T:_he
Englishmen “lift” frem usg annually hondreds of millions of-premit‘lms-'v.tfbl_ch:
sheuld remain at home, and too often because our American compuanies yequire.
re-insurance facilities which we do not have, Public diatribes, too often voxifributed
by smelthvained candidates for political honors, against “That greai octopas, the
fire insurence trust ! have diseoursped capital from the fire insurance game, Our_'
archives show thal hundreds of fire companies retired or went into rece'}versf_
hands, which ig an evidence that mighty few ever make profits. Tt is the missio:n_-
of insuranece deparimenis to encourage the successful, aid the wenk, and to put
the fear of indictments inte the hearts of devastators of companiss’ assels or.
defamers of companies’ reputations, I have spent three menths of long hours,
in one of the most frightfully hot summers we ever had, gathering fadie
determine whether public adjusters of fire claimes are useful or 4 menace. [
offer, and absolutely impersonally, thai the campzipn of investigatior waged in
my eity, and new continming, was given its res! fmpetus solely for the raason
that I, in an official capacity, encouraged and participated. There wasn't a home
office that had courase to do anything, or expected u resulf, had it elected to start
an investigation, When I, representing the iusuramce depariment, told the
compenies what I was obligated to do snd asked thelr aid—which I obtalned—T
way shocked to see the helpless attitudes of the executives or our carriers.
Beiween homnorable old age in many instances; and a2 Dbatiered-to-the-defensive
atmosphere, it was appalling to see how much they wanted to accomplish and
vet despaived, of their own initiative, to try to correet anm evil, I revere and
respect all of them, MHome office men are the kindliest snd most considerate of
all people. To me officidlly and personally they have been. more than indulgent.
I want to help them and I am helping them. 1# is, in my opimion, the obHpation
of every Insurance Commissioner or Superintendent of this country to  put
fighting spirit into every home office for detection and for prevention of crime.
Critne is a business. It fsn't a matter t6 be cleaned up for once and all It s
as omaipresent as decency. Right and Wrong are the same forces moving in
opposite directions,  Crime comes foday and tomorrew as it came in the past
The retiring generation has learned, has been punished and is cautions. The new
generation repests the tricks of‘thf.- old eriminals, If yeu want resuite, if you
want facts, the way to apprehend the ch_La!e facter is to play the game even
“Qirtier” than he plays it. I can shew you how.

Fourih ; nothing whatsoever but providing the very thing whith home offices
should havt: Derided years ags.  Had they done so they would have had sthe rubilie,
the ﬁx}ancla} institutions and the Federal government on & friendly basis and
endorsing them to the limit. I have lately wrilten my suggestions to the National
?Soard: and T would like nothing better than to have funds without limit placed
in my hands for an experiment of three months. X

i ]:&'rou]d .orga?nize' a fire Insurance patrol whick actually patrolled, end 1 would
;‘i’;’;tm:n;V‘;:yl';eiv?:;‘f-’fi{ge 5511;?&,&&&1"1‘@ 2 'pwk-aad-shov‘e‘l brixgafle. There would be
size: immediate clear{;mgmzl::ala of 52?'." Fon and “remaining on” any loss of.
warshouse: arranyementy fo !;mmedi ;xs.hre;rflgva-l_ of all goeds to m epacious
The honest' huginess man whe won ale reha llltatl'nn nf.parﬂy damaged goods,

€ v ers & loss needs immediate heln,  His troubles
ere manifold. 'The companies’ troubles ave 1 per cent of his. Every loss should
be followed; the large logses immediately; he smaller losses within a few hours .
after the occurrence: and photographs should be taken of every loss, wh +h
million dollare be zt stake or $100 st stoke in a fake loss in a d 5’21' ether & -
civil engineers and chemists should be used. And, statements of :e it Ard
or near witnesses, should be carefully written dg‘;vn: and a !‘ecordyi ’w:tnesses,
‘repeaters’’—those who have frequent fires—-and the companies advis:dp mofd:!ie
them coverage. A speein! patrol, with an autg fleet, immediately “on the jg{:"&;.
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would absolutely drive the public sdiuster out of business. [t would drive the
Aarson man out of basiness for the basic reason lhat the greater the care regquired
in “planting’ a five, the fewer the attempts and the greater chance of apprehending
the professiondl. Further, evidence potten during a five, and directly after a fire—
not weeks after a fire—will finally win its ploce as evidence first hand, though
cireumstantial.  Tf you cannet prove the impossible, you can establish something
‘almost possible; and if the defendant’s previows vecord is Lad he will stand small
chanee of acquitial, Keep in mind that the number of actual criminals is small;
“wery small indsed, One bad man's deeds have a far reaching effect, but i you
_-'apm'ehend him-—and his aides and abetiors——you accomplish much. In fact, a
trial without cenvietion sccomplishes much because defences cost money.
- The time is not ripe for me to presemt, here, all that I degire o present.
“Eventually, T shail submit to the Commissioners many things of interest, and
| Between sessions if need be,

oo Iowant to-make cartain thal my epinion of the public adjusters in my city—mot
};‘ef'e!;rin'g ta the exception—is cleazr in your minds. If any man ecame to me and
. aiked iny advice, saying thai he contempiated becoming a public adjuster of fire
élsims, T weuld say to him, “You have a very emall chance of remaining honest.
Yo have every possible chanse of becoming a trimmer, trickstex, Har, perjurer
7 and briber. Ewentually you are almost certain te be indicted”” T have put this
i mild language.
o In donclusion, gentlemen: I am determined during my short official carveer,
#6 advarce “the interests of insurance throughout this country. It is = great
- business -where decency is necessary more so than i any line of business, save
‘perhaps banking. It id s bueicess wherein the home office of hightype will set
‘the mmoval pacé for all other home offices and the entire game of insurance and
Cgvdduslly wesn the American public from the attitude of sulien vindictiveness to
oneof encotragement and admiration. For that reason, and in connection with
- Pennsylvania fires and loss adjustments, I am going through the most degrading
‘eiperience I .éver went through, where day after day, in « cyele of corruption,
" every mdnh sgems to have his price. And, a price as low as five dollars or a
Lox af- chesp eigars, incident uwpen preparetion for or the aftermath of & fire
- avhieh gy cokt or will cost human ives. It seems to me that my oath of office
made it incumbent upor me to take the initistive when others refrained. 1
"batve had tén - agonizing years of it, yet while in bharness the work must go on,
- ¥ou ‘may or may not be interested in the resume. But if you are interested and
4_ if - a honse.cleaning on these same issues is necessary in your commaunity, please
‘-:Eeel free to- ask my sugpestions and aid. .

No. 136,
AN ACT.

" Requiring persons, partnerships, associetions, or corporations advertising for or
soliciting business as adjusiers of claims within this Comumonwealth for loss or
datnegé arising out of policies of insurance, surety, or indemnity on property,
perzons,; or insurable husiness interesis within this Commonwealth, to be licensed
by the Insurance Commissioner.

B "Se_c'tio-n ‘1. Be it enacted, &c., That the terma, "public adjuster,’” as used in this
-det, shall include every person, copartnership, sssovistion, and corporation adver-
tising; soliciting business, or holding himself or itself out to the ypublic, as an
a&;uster of claims for losses or damages arising out of policies of insurance, surety,
ot indemmnity upon DProperty, Persons, or insurable business interests within this
\_'Jommonweatth ang receiving any compensation or reward for the giving of
ddvice or. aspistance to the assured.in the adjustment of claims for suck losses,
or who fér compensation or reward, whether by way of salary or commission or
cthe:rw'_ise, divectly or indireetly, solicit business, investigate or adjust losses, or
advise the assiived with reference to claims for losses, on behalf of any other
person; partnership, association, or corporation engaged in the business of
sdiusting losses. *
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The term does mnot include an agent or employe of an insgra‘;me i:'_.ompajnyr.
association, or exchange, throvgh whom = policy of ir:,surance was :writt.en, _n;
adjusting lose or damage under such policy, nor does it mc]‘ude a bro};e.r. ar :..gene.
acting as adjuster if the services of the agent or breker in the adjustment m*

without compenzation, } o

Section 2.+ No person, partnership, association, or gorporation shall -du‘ectly.- ot -
sndirectly act within this Commonwesith as poblic adjuster without first procur:gg
from the Insurance Commiesioner & licemse ss public adjuster. )

Section 3. The Insurance Coromissioner shall issue adjusters’ licenses {o- P
partnerships, associations, or corporations applying therefor whom he di?ems o
be trastworthy and compatent to transact business as public adjusters in. such
manner as to safeguard the interests of the public. ]

A leense issued to & corperation, partpership, or association shall anthorize
anly the officers and directors of the corporation or the members of the partner-
ship or association specified in the license, The fee fo bhe paid to tlie Insurance
Commissioner by the applicant for such adjusters’ licemse at the fime the appli-
cation is made, and atmually thereafter for the renewal thereof, shall be one
hundred dollars. If the applicant is & corporation, partnership, or assoeiztion,
such fee shall be paid for each person specified in the license.

CESONE,

Section 4. Before any adjustet’'s lcense iz issued by the Insurance Com-~
missioner, there shall be filed, in the Insurance Department, a written application
therefor, Suech application shall be on ferm or forms and supplemenis thereof
preseribed by the commissioner and must set forth: (a) The name and address of
th# applicant, axﬁ.c{. if the applicant is a partnershin or associztion, the name and
address of esach member, and, if the applicant is 4 courporation, the name and
addvess of each of ifs officers and directors; {b} whether any license as agent,
b oker, or adjuster has been Isauved heretofore by the commissioner to the appli-
cant; and, if the spplicant is an individual, whether any such license has been
heretofore issued to any parinership or association of which he was or is =
membar or to any corperation of which he was or is an officer or director; and,
if the applicant is a partnership or association, whether any such license has been
issued hevetofore to any member therenf: and, if the zpplicant is a corporation,
whether any such license has been issued heretafore to any officer or director of .
zuch corporation; {c¢) the Lusiness in which the applitant has been engaged for
the year next preceding the date of the application, and, if employed by another,
the name or names and addresses of such employer or empleyers; {d) such other
information as the commissioner may require to enable him to determine their
trostworthiness and competency to transact the businese of public adjusters in
such menner as to safeguard the interests of the public,

An application for an adjuster’s license must be signed and sworn to by the
applicant, if an individual ; and, if made by a partnerghip or association, by each
member thereof ; and, if made by a corporation, by each officer and director thereof
whe is anthorized thereby to act as an adjuster,

Bection 5, A corporation, associstion, or partpership to which a2 license has
been issued may at any iime make an application to the commissioner for the
issuance of a supplemantal license authorizing additional officers or directors of
the corporation or additional members of the partnership or association 4c act as
adjusters, The commissioner may thereupon issuwe to such corporation, association,
or partnership o supplemental license accordingly, wmpen the payment of an
additional fee for eack member, officer, or divector thereby anthorized to act as
an adjuster.

Section 6. A license issued under this act shall be revoked by the commissioner
if, after due investigation, he determines that the holder of such ficense: (a) has
violated any provisions of this act; or () has made a material misstatement in
the application for such license; or {¢) bas been guilty of fraudulent practices:
or (d} has, in the judgment of the Imsursnce Commissioner, demonstrated his
incompetency or untrustworthiness to transact the business of = public adjuster,

) Section 7. If arn application for Jicense under this act is refused, or if a license
is revoked by the commissioner, notice thereoft shall forthwith he served on the
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applicant or on the.hoider of sueh litedse, either personally or by mail, If by
maii, such service shall be complete .if the notice is deposited in the postoffice,
bostage prepaid, divécted to the applicant or the holder of such livense, as the:
case may be, at the place of businese specified in-the application or Heense,
Within thirty days from the dsté of such notice, the sppHeant or licensee may
BYPiy to the court of commen pleas by - petition and rule to show cause why the
action of the commissioner shotld not be set aside and the license be issued or
reinstated, .
Section 8. Any person, partnership, associntion, or corporation violating any
. of the provisions of this act shall be guilty of a misdemeanor, and, upsn convietion
‘thereof, shall be sentenced to pay. & fine of not exceeding five bundred doilars.

“Approved—the 2bth day of April, A, D, 1921,
WM, C. SPROUL.

~..Thé foregoing i3 u true and correct copy of the act of the General Assembly
Mol 136,
T CYRUS E. WOODS,

Secretary of the Commonwealth.,



State.

Alabama ...

Arizona ...

Arkansas ...

California

Colorado ...

CGonnecticut .

errmeesi¥ill Code 1909, 5. 4156

STATUTORY REFERENCES TO INSURANCE INVESTMENT LAWS OF THE SEVERAL STATES.
Compiled by CLARENCE W. HOBBS, Massachuseifs,

Reference.

~Act 1919, o 344, 5. 3.
Code 1907 s 4565.

Am. act, Aug. 17, 1908
Code 1807, s, 3563..
Code 1807, 5. 4559, ..

AN domestic

fareign,
Branches ...

Code 1907, 5, 1609 .
L. 1913, ss. 18, 49

Foreipn strety

A1l donwestic

_—— _,,___,_meford & Moses Dlgest 1921, =. 5981.
€059

Lows 1918, Act 1732, 5. 7.
Laws 1815, ¢. 627, 5. 7. .
Civii Code, s. 463, f. f. am. ¢ 769, laws

AN dumestie
Al domestic

1818 e Al domest:c .
L. 1917, c. 114
Civil Cude s, 421 am. L. 1917, c. 219, )
Civil Gode 5. 483t Domestie fitle

Civii Cede, s. d5gee
Political Code, 5. 348
L. 1918, e. 186....

b, 1813, €. 89, 5. 26.

All domestie .
All companies

A1 domestic .
Domestic life
All suvrety cos.
Demestic cos,

..1J. 8. Brarches .

Domestic life
Doniestic life
Domestm

Domestic

Companies ts Which Applicable.

...Domestic iife, accident and heaith.
...Foreign life, aceident and healith.... .

All companies ..

...Domestic maortesge

U. 8. Branchns .

Description,
,,,,, e e ensseercnnre AT tharization of Farm Lean Bonds,

Investment of $100,000 of assets,
Praohibliion of certain investments.

including U, 8§ .

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Investment of stetotary deposit of life co., of
assets of co. other than lkife.

Investment of capital and deposits.

£50,000 of

—..-Investment of capital, ete.
Regulations,

Real ¢state.

Investment of depesit.
JInvestment of depesit.

..Real estate.
_Authorization of bonds of {rrigation district.
Aunthorization of bonds of county water works dist.

~Authorization, mortgage participation etfs., ete
- Authorization, bonds of municipal water districts.
Jnvestment of funds,

Investment of guarantee fund.

Investment of funds,

Authorization, bonds of reclamation districts.
Autherization, Farm Loan Bonds

. Investment of capital, etc,

r.Authorization, stoek of other insurance cos.
- Investment of deposits.

-Real estate,

. Investment of deposit,

Regulation, loans, ete.

LHiiers not to receive fees, ete.
Regulation, loans. -
Regulation, loans and investmenis,
Penalty, iliegal investrents,
~8ale of properiy talten for debts.
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State. . . .. o0 Cu . Réference, ‘éﬁﬁ_ms;es_@:{to. Which. Applicable, : Description.
" Detaware” Revised Code 1615— L : R o
S, 590 P ‘Dotnestie life ... Investment of assets, Fegulations, ete., real estate.
B, 628 .0 . All ﬁuroty coa. . Invéstment of $100,000 and depesit of $16,608,

District of Columbia...S. 664 of Code 81 U. 8. Sf,at. P, 1280,.‘..”“.._.#&11 Tife, nﬁmdent and health RO, ... In":éa:fxme_ht' of ecapitsi or guaraniee fund.

Florida .o e Gen, Sts. 1920, 5, 4249 Fﬁrelll‘i: ingurarics cos.
Domestic comparies. ..
Laws, c. 5889, am. o. 6360, Acts 1915, s. LAl fire companies .
Laws 1915, . G850 D tie’ mutigl fire Investment of asgets,
Acts 1895, c. 4671, 8. Luciconvmecersccmnirene. A1 STXREY cotnpanies Investment of deposit,
Taws 1915, ¢, 6848 ~Reciprocals ..o Investment of reserve fund.
Latvs 1900, e. 5469........... 1 JInvestment of $5,000 assets,
Taws 1915, c. 6470, 5. 10_ ~Domestic fraternal benefit societies,...Invesiment of funds,

~livestment of certain assets.
~Investment of deposit.

ia oo Park’s Code, 19314, ss, 2408, 2408, am.
Georgia act of Aué. 17, 1918 All ecompanies .. Jnvestment of funds.
Act Oct. 24, 1887, s. ei éssa code, s. Foreien i 4 . s Beal cotat
2035, . act Aug, 22, 1905 e oreign fire and marine companies... Real eslate,
Bm. #e ol Investment of depesit, $25,000.
s, 3 All companiea JInvestment of $106,000 assets,

Foreign life and accident Jnvestment of $160,600 deposit,
dnvestment of deposit 100,500,
Investment of deposit 35,690,
Investment of depesit 60% of capital.
Envestment of deposit $10,000,

S,
Code 1595 & 2043 am. Act of Aug. 2
19

DB
Act, of Aug. 22, 1005
Act of Aug, 192, 1912, s 14.
33

E‘urexgn industrial hfe
Domestic industrial life
Bomestie mutual fire ..

i . 1919 — . :
Tdaho v _Cosmlilé?ig Sts Tovestigent of minkbmom capita,
3 nvestment of cash capifal.
Investment ef other funds.
Investment of $16G0,00¢ surplus,
Investment of funds te meet foreign chligations.
~Real estate,
WInvestment of $25.006 guaranty fund.
Investment of surpius.
Investment of $25,000 eapital.
Investment, of $25,000 deposit,
Investment of funds.,

Domestic stock cos.
.Foreign stock cos.
All eomipeanies ...
8 ent life and casvalty
Domestie companies
All vompanies ...

‘Domestic mutus! fire
Foreign motusl fire ..
Dordestic stoei, live stock
Foreigo surety .. ..

Al fraternal benefit

XIANEILY
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Ilinois

Indiana

Reference.

L, June 18, 1883, L. Mch. 18, 1872..
L. June 82, 1891,
L. Jane 12, 1809
L. 1907, P. 271, s

1ot

11, Hurds Rev
1917, e 78, =

-3t

Companies t¢ Which Applicable. Description,

Foreigu fire and matine
. & Branch, fire 2nd marine
Foreign fire and marine .
Domestic fire and marine..

WJInvestment of depesit of $200,400,
Jnvestment of $206,000 depesit,

. Investment of $200,008 funds.
.JInvestment of funds.

Domestic Tife ... ...

of funds,

Domestic lile .

of funds in other states.

8 72
L. May 280, 1207, s
2

Domestic life of funds,

L. July 1, 1919, s, 5.
L. June 22, 1893, 5, 14

L. July 1, 1919, = 3§
L, July 1, 1919, 5 &

Domestie life
Demestis life, ealth...
Domestie assessment life or acci-

of funds.

of reserve fund.
of funds.
Daomestic casualty _

L, July 31, 1879
L. Fune 29 1915, s.
L. Apr. 17 18%9, 19!.5, 5.

............ SN ;1155 114 R-S 1514
6%

. Foreign other than life .

~Pomestic fidelity and suvety

of capital,
of denosit.

of fands.
JInvestment of deposit $100,009,

Domestic casvalty and surety

other than life and fire . _Investment of capital.
other than life and f{ire...Irveéstment of funds cther than capital,
other tham life and fire.. _Real =stite.

Foreign surety Investment of deposit $106,000.
..-Investment of funds.

Fraternal bemefit . . s e

Domestic live stock .

.JInvestment of 100,600 of capital,

Domestic live stock .

Acts 1919, P. 721, s

Real estate,
~JIovesiment of funds.

Acts 1¢19, P,
Burns R. S. sup. 1918, 5. 4789q..
Burns R, &, 1914—
8. 4655
8. 4831

~Domestic mutual fire
..Damestic stoek _

S, 4620

...Domestic stock

S. 4682

Invest it of assets,
investment of agseis.

JInvestment of funds.
.-Real estate,

nvestment of assets.
Domestie life

nvesiment of 509 of capital,

5. 4701

Domnestic life investment of funds.

8. 4899
8. 4700,
3 4707

Domestic life

—Real estate,
Foreign life ...

5. 8741
8. 6766

Investment of deposit, net cash value of policies,
nvestment of $200¢,0600 capital,

Domestic serety
Domestic surety ..

8, 5756-T

~investment of funds,
Rea} estste,

Domestic serety

012
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State. Reference, Companies to Which Applicable. Description.

TIOWE s 3917, c. 289, 5.

b " nvestment of unearned premivm reserve,
L. 1818, ¢, 348, 5, 14. All domestic .. Gains, ete., prohibited,
Code Title X, ¢, 4, s. Nomestic other than lifa nvestment of funds.
8, 170% ; Domestic other than life . Real estate.
8. 1769 Domesitic life Investment 259 of capital

_Feoreign life ... JInvestment of amount equal to minimum eapital reguired
of domestic co.

~Investment of deposits and trust funds,

Real estate.

Real estate.

nvestment of funds,

Domestic
Viomestic life
Dowmestic fraternal heneficiary .
.Domestis fraternal beneficiavy..

S, 18891

~-Kanzas Ins. jaws, s 35, 1919, L. 1919,

Co 212 8. Yoo v vt iee e seenaen Domestic stoek . ... JInvestment of $100,008 deposit.
Kansas Ins. laws, 1%19, s, 38, L, 1914, c.

~Domestic stock, oiher than Hfe ] Ynvestment of $100,000 deposit.

other tharn iife ...
other than tife .

stack life
ie life ..
life
Jrareign Jife ..
Dompestic mutual life

Investment of funés.

Real estate.

nvestment of 3108,009 deposit.

Investment of funds,

Real estate.

. Invesiment of $100,00¢ deposit.

.Investment of $25,000 deposit {or deposit equal to 3/5
annual premiums,

Domestic mutual life . Investment of guarantee and legal reserve funds.

+ matual life as nvestment of reserve fund.

ic mutual fire and tornado..Investment of reserve fund.

ic mutual fire and tornado. Investment of guarantee fund.

Dromestie mutual hail - Investment of reserve fund,

..Reeiprocals ... ... Investment of reserves.

Same s 103, G. 9. 1915, s.

Same s. 113, G. 8. 1815, s
Same 8. 186, Q. 5, 1915, s
Same s. 177, G. 8. 1915, s,
Same s. 195, G. S 1915, s.
s
E}

Bame s, 206, 4. 5. 1915,
Same s 349, G, 8. 1915,

Hentucky .ooervcomecrnmen, -Garroli's Ky, Sis., s 620

ATl comnames . .JInvestment of funds,

Same s, 632 . All companies . .. Real estate.
Sarme 5. 648 . Domestic life .. Investment of 2100,00¢ deposit.
Same s (4823 Domestic life .. nyvestrment of "deposit of legal Teserve.
Same s. 642 Domestic wnt life . JInvestment of emesrgency fund,
Same s. 631 al. Domestic assessment life or cas-
walty e .Investrsent of guarantee fund of §160.000,

Same s. 681C1L6 Fraternal benefit soces,

nvestment of funds
Same s 687 ... All companies other th

. Investment of depos.it‘

XIONAIAY
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State.

Kentuelky—~Cont,

Louisiana ...

Maine ...

Marvland ...

Reference.

ceaSamME 8, 683 L.
Same 8, 733

Description.

e1s

Companies to Which Applicable.

Investment of deposit.

Demestic title .. Investment, of capital.

Same s. T34 _..

Domestic title .

Same 5. 748 a 16
Same 3. 48 m 6 .
Same s, 7435 2 h.

Domestic mutual

Lioyds

Investment of reserves.
JInvestment of guarantee fund.
.. Investment of deposit,

Reciprocals

Burial ciatioms ...

Same 5. 19%a 2

AES!: 1898, e. 105, s, 5d.

el domestic o i e

Investment of funds.

Al domestic Reguiations,

Act 1902, ¢ 112 e e
169 ..

Act 1908,

e

_Maine Lloyds ...

of deposit $100,004,

Domestic mutusl lite nvestment of deposit $190,009.

-Act 1910, e. 210
Act 1906, ¢, 65 ..
Act 1908, e 246

.Domestic motual life .
Foreign industrial life ..

Investment of funds.
Investment of depesit of 55,000,
Jnvestment of deposit of $5,000.

Domestit industrial life .

Act 1914, o. 287
Act 11 of 1894 am. act 263 of 1908
Act 71, of 1504

Aet 205, of 1920 ...l e
Act 95, of 1912

Fraternal benefit soe,

AN guaranty, ﬁdvilty, e.m'ety and -

A1l domestic

Invesiment of funds.
A1l surety companies .. Investment of $109,000 of aseets.
e JAnveatment of special deposit $50,000,
. Investment of all deposits,
Additional investmenis authorized.

bond companies

All domestic

KIENHIT Y

Act 84, of 1914 . .

All domesiic ... . Additional investments au_thai'i’z.ed.

enmmsraemerena @Y. 52, of 1918, ¢, 63, 8, 20, e aarannnd Domestic stock ...
C. B T . Domestic fraternal benefit goes.

.Bugby's annctated code—
Act XXITL, 8. 116
S, 118

~Foreign fraternal benefit socs.
Dompanies above mentioned ...

8. 154 R. .

-Domestic insurance campames
Slomestic inaursnce compames

S, 1458 ...

5. 193 .

“Certnin health and. accident corme

Investment of assets,
Investment of veserve fund,
Jnvestments of deposit.
Apthorized seécurities,

Guarantee and fidelity compsanies. ... Investment of deposit $100,600.
Domestic life and aceident, all safe

deposit, trust, guaranty, loan and

fidelity associations ... JInvestment, of deposits.

Regulation of investments and deposits,
Real estate.

Prohibited franssctions,

JDPomestic life and health . ..o Investment of deposit of 3100,060,

Foreign life Investment of deposit of 3160,000,

PHDIBS oo reee e eneas n e s s snrr e Tnvestment of deposit and .regér'ves-, i



Reference.

State.
Maryiand—Cont, ... Acts 1920, e, 387
Act XXIIT., 5. 289 i s
Massachusetts ... . ~Gen, Laws, ¢ 176, 8. B3 s e
S. 64
5. 65
8. 65 .
8. 67
5. 80 . ..
Ss, 153, 155
C. 176, s, 18 ..
Michigan P AIé‘JIT act 256, Part IL., ¢h, 1, 5. 10
C, 2 s 2
5.5 ..
3. 8
Part Y11, ch. EA
Ch. 4, 2. 16 _
Part V, c. 2 5 6.
C 3, s 11
Minnesota .viceenn G. S8, 1918, s. 3809 ... ... et
8. 3310 L.
S. 3363

Am. 1915, ¢, 82, 9. 1, 5, 6487 .
8. 8312 e e
1919, e, 28 s 1. Am. 1921, ¢, 231, . ..
8. 2 Am. 1821, e €31 .
G. 8. 1918, 5, 3315 .
3. 3291
5 3480
8. 3491
5. 3504, A ,
G 8. 1913 B 3645

s, 3386, 3337 e e

oLleyds .
Domestic co-operative casualiy, ete.. Investment of reserve or emergency fund.
Fratérnal benefit societiey .
Reciprocals . ...
o Domestic mutuale

Companies to Which Applicsble,

eign

=All domestic . ..
All domestic ..

A1 domestic .

and heaith .

All domestic .. .

hfe“

Fraternéi benefit societies .

Domestic matual fire
U. 5. branches ...
_..Fraternal benefit soc.

r:asualt}'. '

Deseription,

.81l eompanies, domestie and for-

Investment of re-insurance reserve.
Investment of funds.

.. Investment of capital of stock co. and %, reserve of Jife
COMPARY.,
—....Regulations.
.-Loans on morigages.
. .Reralations,
... Regrulations.
lnvestment of surplus.
Investment of depasit.
... Investment of funds.

..Heal estata,
..Investment of funds.
Investment of funds.

arcitent

~Jovestment of deposits,
Investment of deposit $200.009,

.~Investment of funds.
JInvestment of reserve fund.
Investment of assefs.

All companies other than fire and

marine, hail, farmers mutual or

title ...

All domestic .
All domestic __
Tiomestic iife and fire .
.Domestic fire and matine
.Fraternza! benefl{ soes.
All companies ...
Domestic mutual life .
JAll domestic ..
Domsestic life
Domestie life .
Co-operative lf .
Fraternal benefit . ...

Domestic fire insurance cos. ..

Investment of deposit of §104,000.

Autherization Federal Farm loan bgnds.
Authorizatioen, securities of foreign countries.
JAuthorization, Federal farm loan honds,
Deposits may he invested in farm loan bonds,
Investment of temporary capital.

Real estate.

Investment of funds regulations.

Renl estate.

Investment of deposit,

..Real estate.

Investment of funds.

mmulnvestment of guaranty surpius and special Teserve funds.

KIaNIILY
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State. Reference, Companies to Which Applicable. Description,
Minnesota (eomtd... 8. 3456 e Domestic mutual employers lia-
bl]lt)" ass00. Investment of funds.
. g, tic muteal employers lia-
bzl:ty a580¢, Real estate,
S, Reciprocals .. Jnvestment of xéserve.
S. Domestie township mutual . Authorization of loans,
3. . Domiestic title cos. . Investmient of capital.
8. 8585 .. Fereign companies . JInvestment of deposits.
Misgissiopi ... SOode 1906, 5. 2568 . S Domestie stock . ... investment of capital.
5. 8674 . Domestic companies -Real estate.
B, BBBZ e el Dromestic life . Investment of capital.
&, 2583 Domestic comp investment of capital.
8. 2610 U. 5. Branches ... Investment of deposit,
3. 2871 All surety companies Jnvestment of $100.000 of pald-up capiisl

Missouri

- 8. 7066, R. 8. 1899, s. 8008

.Ing, Laws, 5, 6909, R. 8. 1899, s. 7866
68

1910, =, 223, am. 1920, c. 313 .
Laws 1920, c. 182, ss. 1 and P

Not to purchase stock of competing corporation.
Authorization, farm loan bonds.

Al companies |
-All companies .

Jnvegtment of special deposits.
JInvestment of additional deposits.
Deposit of real estate.

-All life companies
.All life companies
-All life companies ..

8. 6911, R. 8. 1839, a. 78
S. 6914, R. 3. 1899, s. 7871
. 6920, R. & 1609, s 6920, am. 1918, p.

a78
5. 6927, K. S, 18084, s, 7834
5. 6929, R. 8. 1399. 5. 7836
S. 6854, R. S. 1899, s 7005...
8. 6990, B. S. 1899, s. 7940, am.
1919, a, 8197
8. 7603, Laws 1911, p, 271

5. 7009, R. 5. 1899, s. 7958, am. 1907,

p. 318 .
8. 7018, R. 5. 1899, s. TDO7..
8, 6997, Laws 1811, p, 274,

XIANEIAY

JInvestment of funds,
Investment of denosits.
Javestment of deposits.
Investment of emergency fund.

_Domestic hife .
-Foreign compa
1. 8. branches _.
..Assessment life

~Industrial or prudential ....o.coeevrvveeene Investment of deposit.
-Domestic insurance stock, other
than life .. Investment of capital.

Investment of guaranty fund.
Jnvestment of deposit.
JInvestment of deposit.
Regulations,

.
Domestlc mutueal .

$. branches
MAH surety ...
All domestie

s. 7061, B. 5. 1899, s. 8009, K. 8. 1918,

6330 .. All domestic
8. wsz Laws 1067, p, 3iB, R. 8. 1919,
1

3
s, 7063 R. 5. 1899, s. 8010, R. B, 1819,
8852

Real estate,

All domestic covcee et e IDVEStment of reserve and surplus,

All doMESLIC .o et Not to hold own stack.:
Uther regalations,




State.

Missouri—Oont, ..., 7065, Laws 1907, p. 818..

romimn e G, 1907, s, 4048,

Reference. 'Cﬁmpanias to Which Applicable.

Laws 1911, p. 284, 8. 11
Laws 1909, p. 241842
R. 8. 1019, s. 9115 ...

8. 4062, am. ¢ 220, L. 1919
Laws 1919, c. 139, = 11
C, 1907, 5. 4162 .

Domestic life
Foreign life
Domestic life

S 5.

Nebrasks o vameemwSenste File 364 of 1913, e. 31, Act XL,

New Hamypszhire ..

—odct Peb. 23, 1881, 5, 2, am

JPublic statates, . 188, s. 9

5. 3174, 8. BLT6 i e e s -Foreign or alien cos.

Domestic cos.

Eaws 1919, c. 190, Title V, Act IV, 5. 9, 5. 10_Domestic ¢ed.
2

3
Laws 1913, p. 457,
Eaws 1913, p. 519.

.Domestic sssessment life
Fraternal hen,

Laws 1915, ¢, 118, s, 8 _Domestic title
. Demostic title ..

..Domestic fire ..
Domestic empioyers liability as-

All eompanies ..
raternal ben,
LAl companies
All ecompanies .

Bomestic other than life
Tareign casusity .
«Foreign surety cos,
Domestic assessment “acei
.Domestic iife ..

s6C.

.Investment of emergency fund.

Degcription.

Dfficers rot to use funds for private gain,

Iuvestment of funds.
Autherization, drainage district bonds.
CJAuthorization, water works honds,

JInvestment of funds.

nvestment of 50% of capital,
nvestment of $100,000 of capital,

Investment of 599 of capital.

Investment of deposit of reserve.
JInvestment of capital or, in case of mutual cos,, surplus.

Real estate,

Jnvestment of general or guarantee fund.

JInvestment of funds,

“Investment of capital,
.Investment of capital.

.Investment of assets,

~Investment of capital.
.Real estate.

Investrment of surplus fund.

) S0CIBHONE i rreeeerresmmseien esmnaens ~Investment of funds,
P, 820 ! e Domestic emyp v as-
SOCIALIONE oorrararen e ....Real estate.

. cos.
Domestic cos,

o

5. 3, am. 1917, ¢, 43
Act March 6, 1B9T, =, 4.
Act. Mar. 23, 1891

..Domestic com

8.8 . Domestie life
Pub. Sts.,

Domestic mutual fra
Dormestic assessment .

..Domestic companies .
Domestic life ...

.Pareign cos. .

panies

LInvestment of capital.

Leans to stockholders, officers, etc.
Real estate,

Investment of deposit,

_Regulation of investments, ete,

Prohibited investments.

Investment of guaranty surplus fand.

JInvestment of special reserve.

Investment of requived capital or, in case of mufual, of
reguired assets.

~investment of funds.

Real estate.

Taws 1913 c. 42, ss. 1, 36, . Domestic Jife ..
Bs. 17, 18 . Daomestic life .
Laws 1913 c ’)3 B Bevracenrrmarmnrrascienins i r mamsan ~Domestic surety

Laws 1895, c. 5“ Assessment casual

Jovestment of funds.
Invesiment of frust fund of $10,080.

XKINAIIY
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State, Reference, Companies to Which Applicable, Description,
New Fersey _.".._,.._.......Lasws 1992, c, 134, 5. 6
8

.Domestic mutual life . ... Investraent of temporary capital,
Domestic cos. other than fire and

lability
o e Ddomestic cos,
Diomestic cos.
~Fereign and U. branches
Domestie campames =
.Domaestic companies

Jnvestment of deposifs. .

Investment of capital and surples regulations.

Real estate.

Henl estnte.

Invesiment of funds to meed obligation in foreign country.
Authorization of farm loan bonds.

e DOMESEiC companies ..
Domestic companies
Foreign fire _.
........................................ Fraternal bene

JInvestment of capital and fands.
HReal estate

JInvestment of special deposit, 320, (}00
Investment of funds.

New Mexico ... -g.aode ;915. s. 2862 .

Z
Laws 1921 "B 11

New York .eoimmum ~Consol, Taws, ¢ 28, s 18 AH companies Investment of deposits.

16 Domestic companies nvestment of capital and surplus. B

17 . All companies Securities to be interest or dividend paying. %

29 . All companies Reg) estate, o

27, 1J. 8. branches, WInvestment of deposifs and funds. !

28 .. ....1J. 8. bramnches, I:fe easualty an 2
surety ... JInvestment of deposits and funds. =4

1 YOO UNRUOOY | ) o3 114 1 1nsurance eog. Agsets o be of same character as permitted for domestic

(‘Dmpames,

life .Investment of deposit to secure registered policies.
xlilfe sivestinent of funds,
re .

i . Jnavestment of gugranty surplus fund,
title guaranty . Investment of capital and funds.

nenit life

walty ...

Investment of reseive or emergeney fund.
Anvestment of fands,
Anvestment of assets.
.Investment of asgets,
.Domestic mutual automebile, fire.... Investment of assets,

e
=

Damesblc Licyds and inter-insurers..

wpmp BhRpn B ahnni
-

344 | ..Domestic mytua! avtomobile cas-
s . walty ... Investment of assets.
Gen. Corp’n, Law, g5, 13 and 14 «Iromestic cumpames Rea] ¢state,

Gen. Corp'n, Law, ss. 20 and 21 Farelgn companies ... JReal estate,
Jlomestic companies
U. 8. branches ...
Domesiic companies
-Domestic companiey

North Carolina - ,......._Oosns Lawa 1919, s. 8214.

8, 6331
5. 6334 .

JInvestment of deposits,
Tnvestiment of deposits,
Real estate.

Investment of capital,




: N.'-.Caro[ina———(.coﬁt.};- g_:: ¥

. State,

 Reference.

5. 5471 p. 10 _Fraternal benefit .......... _Investment of funds.
Subd. IL., 5. 9518 .Domestic other than life JInvestment of capital. .
5. 9518-1 ZAll deraestic ... _Authorization of investment in Federal farm Joan bonds.
8, 9518-2 Domestic asd forelgn . JAuthorization of investment in Federal farm loan bonds,
5. ¢51¢ BDomestic other than life Juvestment of funds other than capital.
5. 9620 Domestic other than life Regulations,
§. 9521 -Demestic other than life -Liability of directors.
8. 9636 Domestic other than life Real estate.
5. 9637 Domestic other than tife Beal astate.
8. 9860 Favetgn other than life _Investment of capital
8. 9685 T/. 8. branches ... nvestruent of deposit.
3. 9588 Domestie surety Tnvestment of deposit.
5, 8559 Foreign surety

“Companfes to Which Applicable.

Fereign fire

Assessment life and accideni

Description,

TJifvestment of. special deposit.

s Domostic Hfe Investment of déposit 40 secure registered policies.
3. Doimeseie life .. Investment of déposit for um'eglsteted palicies.
B Fiatérnal ben. soe. s Investment of fands.
© North Dakots . -.1918,. H B. 86, 5. T Domdatic mutuals Jnvediment of assets,
819, ¢. 167, & 9 1921 5B 157 Reciprocals ... Investment of asseis.
1917, 8, R 2. Co-operative anid assessment life.....Investment of assets.
* Political Code ,s 4841 Domestic companies .. Not to deal in goods. wares or merchandise,
S. 484z Domiestic companies Real estate. i
B, 48418 Domestic companies JInvestment of cepital and surplus,
5. 4847 Domestic life . JInvestment of reserve deposit,
_S. 4861 Domestic life . ..Jnvestment of funds.
8, 4852 Domestic life . Renl estate.
3. 4074 Domestic aceident and healtl Invéstment of reserve fund,
8. 5067 Fraternal ben. s0C. .o ...Investment of funds,
Ohio v e FeTOTAL Cude, c. 2 5. 640 .. AL eempanies L Investment of deposits.
Div. Domestic stack life . _Investment of capital.
8. Domestic stack life . Iavestment of deposit, $100,060.
5. Pemestic lfe . Investment of funds,
8. Domestic life . _Investment of funds.
2. omestic life . -Rea) estate.
§~ Domestic life . .Jteal estate.
3.8 JForeign life . Investment of capital, etc.
8 .Forcign life . .. JInvestment of deposit.
3, U. 8 branches, life companies........ Investment of de¢posit.
g Assessment life and aceident . .Investment of deposit.

Investment of reserve or guaranty fund.

Investment of deposit,

XIANGEIIY
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Ststa,

Ohio (cont) .vren

Oklshoma .. cmecnConst, Act, TX, 5. 41

OIeFOn  vieneen ceanes

813.

Reference. Companies to Which Anplicabie. Deseription.

Investment of assets.
Investment of assets,
Investiment of deposit.
Investment of eapital.
JInvestment of capital,
Investmnent of deposit.

S, 960711 ... Domestic mutual .
5. 8607-20 Foreign mutual ..
Domestic mutual
.Domestic eredit guarantee
Pomestic credit guarantee
Domestie cradit guarantee
.Domastic eredit puarantee _Investment in puichase of assets,
Fareign eredit guaraniee . Investment of £100,000 deposit.
e 8. branch credit guarantee _Investment of deposif.

Relizious and benevolent societies..._Investment of funds.
~Farm laborers associations ..Investment of funds.

LAl companies e Restriction on holding stock in competing cos,
.Foreign companies . Investment of deposit.

I 8. braneches Envesfment of ecapital, ete,

Tlomestiz cos. _Investment of deposii.

_..Domestic cos. Restrictions on investment of funds.
_Domestic eoa, _ Investments of assets. Real estate,

Code, 5, 8421, am, ¢, 98, 1911 .
3

Sunenans
o7
B
w
XIGNTIdY

8627 Tromestic mutual cos. LErivestment of emergency fund,
3544 -..omestic mutual hail Investment of emergency fund.
3547 Joreestic mutual baii Jnvesiment of guaranty fund.
1915 e. 22 Liomestic mutual . invesiment of zmscets.
K. 1937, . 2038, 8. 2b, P B .TForsign life Investment of deposit.
P4 oo All foreign and U. 8. branches. Investment of deposit.
8. 17 All companies . nvestment of deposit.
5. 2lg, p. 1, 2,8, 4 Domesiie stoek . cdnvestment of capifal.
e 5 . Daomestic sompanies _ ~investment of funds required to meet oi)lxgat!.cns qutside
state.
P.6 7 -omestie companies Real estate,
P8 L Domestic companies . Miscellaneous vegulations.
8. 22, Forelen five . Investmens of special deposit.
8. 221, 1. BH v e s . ....Liuyc:ls ....... Investment of reserve fund of $109,600,
8. 25, P. 2 Forveign surety nivestment of special deposit of $25, 000.
8. 26, L Mataad adgessment life nvestment of emergency fund,

B.
L. 1911 c 217, . 1¢
L. 1909, e, 236, as. 3, 4
Am. 1910, ¢ BdZ, s, 3, . : i  fundy -
5 6 .. . Domestic mortgage insurance co....Investmeént of capital and accumulations:

JInvestment of funds.
Investment of guarantes fund,

Fraternal benefit socs.
Domestic title ins, ..




State, o - Reference. Companies to Which Appiicable, Description,

...Foreign companies, U. 8. branches.. .Real estate,
foreign companies, U, 8, branches.

_Foreign companies, U. 8. hranches

TDemestic life ..

Domeelic life

Domestic life .

‘Bomestic stock F. & M.,

Domestic stock ¥, & M.

Domestic stock F. & M.

[Fomestic stock ecasualty

Demestic stock easusiiy

Domestic stoch casualiy Real estate,

Al surety companies . Investment of $160.000 deposit,

Domestic mutual (other than life).. [Investment of assets.

_..Domestic mutual (other than life).. Real estate.

Lloyds ... Investment of reserve fund,

Lioyds Investment of deposit by alien underwriter,

Pennsylvania

JInvestment of eapital and reserves.
Investment of surplus.

Invcatment of real estate,
JInvestment of capital.
Javestment of surplus.

5
S,
S
8
S
S
8
5.
3.
g
5
8.
S,
5,
8.
A

1068 Reciprocals .. Investment of reserve fund.
et 324 of 192%, s, 10 Domestic fraternal benefit . Investment of funds,
AL companies ... Investment of deposits,

Rhode Island ... ..........L. 1809, ¢, 218, s 17
S 30 . Invesiment of guaranty surplas fund.

Investment of special reserve fund.
Restrictions on investment of capital and deposit

Pire companies .
Pire companies .
Foveign comnanies
. . Foreign life, hea]th safety an
. live-sterk ...
C. 225, s. 4 .. Foreign surety

C. 224, 5.5 ... Assessment life and casualty

8. 8 Asgegsment Hife . ...

. Investment of 5109,600 deposit.
Investment of $100,600 deposit.
Investment of emergency fund,
Investinent of 100,060

South Carolina .. )
Investment of deposit.

SUSROUIOPBSRSRRNRY . € § .11 ch ;.1 L1
Investment of deposit in Heu of bond.

AN companies _

3. 2702, Foreign life ... Investment of reserve on South Carolina policies.
South Dakota °.......Code 1918, 5, 9162 JAH domestie o _Investments to bear st least 4% interest.

S, 2209 . Bomestic fire and inland mirive Not to engage ir dealing in goods, wares, ete,

5. 2210 Domestic fira and inland marine ... Investment of capital steck.

8. 8213 .. .Domegiic fire and inland marine Investment of fands,

3. 9214 . Domestic fire and inland marine ... Beal estate,

S. 9282 e Flomestie mutual hail JInvestment of guaranty fund.

S. 9284 . Toreign mutuai hail Jnvestment of assets.

XIGNASIY
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State.
South Dakota —Cont.

Tennessee

1595,

8. 8293 .
3. 9284 |
S

. 9330

Ss. 9321, 9322 .

9851 .
9355 .

1895, €. 186, &, %, p. 2. e crenss e FOTEtEn Yife .

3.
1897, e, 127. 5. 1...
A, v 450, Acts
.5

Reference.

Foreign mutual live stock .
e Foreign stock, Tive stock ...

and accident

- Foreign mutual assessment
Al neit companies ..

.. 8. branches

_Domestic lfe

.Mutuai level premium life .
-Mutual tevel premium life.
-AlE surety companies ...
.Porrestic surety companies
_Foreizn accident, health and cas-
U o e e e

Domestic mutual
biliag .......

..Domestic  routial

biliay ...

Other foreign

(am, 1905, u. 8360)—

--Assessment life

State mutual five

~Recipracals ...
...All surety compames

© e mmre———
Companies to Whick Applicable.

s
Tomestic mutual assessment healt

employers

employers

~Agsessment Iife and accident

Domertic mutnal companies |
Fraternal benefif .
~Domestic compatiies

..Domestic Fife, health and accident

ligw

lia

Prescription.

JInvestment of deposit $25,000.
Investment of capital.

Investment of eapital and reserve.

.Real esiate.
Jdnvestment of capital and $100,000 deposit.

Tovestment of reserve fund.

Investment of nssets,

JInvestment of trust fund

JReal estate. Investment of reserve fund.
Investment of deposit.

Jnvestment of guaranty fund,
JFovestment of funds. Real estate.

_Investment of deposit.

<Investment of funds.

_Real estate. =

JInvestment of deposit of $100,004.
JInvestment of capital.

Investment of deposit,

JInvestment of $100,000
Envestment of deposit.
LUnderwriting policies,
Jnvestment of funds.

_Real estate.

Investment of deposit of $106,009.

JFhvestment of emezgency fund, -

.Investment of guavanty capital and assets.

Investment of sasets.

Investnent of funds.

Officers not to be pecumatll}' mterested in investments
loang. ete.

Jnvestment of reserve fund.

A,Investment of &epostt

082
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Jtah

Biste.

FULNFALY

Reference. Cnmpamea to Which Apnllcnble. . Descripﬁnn.
. [T 4 Bl P A A . . L
.......... _Dotudstic enmpames - Irivestment of eapital. ’
Domestic companies - ~Investment of surplus.
Domestige life nvestments authorized.
Domaostic life Real estate,
$1] tie life Direciors not to be interested in purchases.
Act 4750 Domastic HEe ..Invee;j.rgxent of deposits and reserve to secure registered -
. poiicies.
Aot #TBL .Domestic life . Same,
Act 4757 Domaestic life | . ..¥ands te be invested in corporate name, ete,
At ATBZ oo et e cemrerens Domestic life, ‘accident and health
on monthiy or weekly premium
plan . ~Investment of aasets,
At 4T8T e -Foreign life, aceident ‘and health. of $100,600
Act 4769 Foreign life, accident snd health. of depesit of $108,004.
Act 4972 Foreign life, accident and health...... of assets.
BAct 4775
Act 4776
Acts 25th Leg. c. 65, 8. 1
Act 4777
Act 4718
Act 4788 Forengn life e _Investment of 3 reserve on Texas policies,
Act 4787 . tie life .. investment of capital stock deposit.
Act 4811 Domestlc co-operative life Investment of sssets,
Act 4869 S - Domestie fire and marine .-Real estate.
Act 4870 Fareign fire and marine JInvestment of depoesit in lieu of bond.

Acnts 82nd Leg., e. 117, 8. Beivcereccrecesnecn e, Domastic casualty .. Investment of capital
8. 18 Diomestic casmalty _Ipvestment of surpius.
8s. 20 Do tic casualty Real estate.

{Gen. La.wa. 33§d Leg., ¢ All surecty companie nvestment of deposit.

R, B, et 4
Acts 32nd, Lez.. o 108 5.
33rd Leg., c. 29, s.

~All companies

nvestment of deposit.
nvestments {o reduce fax.

All surety companies

Daomestic, mutﬁal

36th Leg., ¢. 192, 3. L0 oo

1909, . 121, 8 26 s e
5. 27

_Investment of funds.
Investment of funds.

hail and storm
Fraternal benefit societies

JInvestment of deposit in leu of bond,
Investment of eapital, guaranty or surplus.

Mutual fire ...
All companies .

. 27
3911, c. 81, s, 480xl

........................................... [omestic companies

Investment of other funds.
_Investmernt of $180,000 deposit,

All surety companies
investment of funds

Fraternal benefit .

1813, c. 148, 5, 16

182



State. Reference. Companies te Which Applicable. Deseription.
Virginis «ooeoccecmee Code 1819, s. 4201 e+ e Domestic cnmpa.mes JInvestment of depasit of $10,000.
4911 All companies .. nvestment of déposit, §10, 200 to $50,000,
S 4255 . TDomestie life . Jovestment of deposit,
8. 42382 . WEraternal benefit Iovestment of funds.
S. 4238 U. 8. branches ... Investment of deposit,
Acts 1920, e. 181 e e e o Industrial insurance co. .Investment of deposit.

investment of reserve fund.
Investment of assets.
of eapital,

Reciprozals ...
Muiual cnmpanies .
Domestic companiss

Amendiog code, s, 4204 ...Foreign cos. cther than industrial. of capital,
. 8. branches ....ecveecosnrehnvestment of depesit,
Varment .oovcncnicnne _General Laws—-
1 T AU Domestic stock fire .. ..Investment of capital and cther funds.
8. BBRE Foreign stock cos, . Investmient of eapital.
3. 555'? _Foreipn wutual co, Investment of assets of $100,006,
8, 3580 BDomestic life .. Investments duthorized,
1919, c. 156, 5. 10 ... utual workme Investment of funds.
‘Washington ... Lode c, 49, 5. 22 . A}l companies .. .JInvestment of assets.
N U. 8. branches Investment of deposit.
S.24 ... Foreign companies Investment of deposit.
T £ TR Asgesament life . Investrment of $200,000,
8, 198 Title ipsurance . Investment of guaranty fund,
3. 215 Fraternal ben. socs. Investment of funds.
00112, L. 1923, 5. 28 e e YOmMes tic eos. .. Investment of eapital.

Foreign cos. Investment of eapitsl],
8. branches .. Javestment of capital.
Domestic companie ...Investment of other funds.

8. %3¢ Domesgtic companies ... Restrictions.
B B et tee et f s meran Eaie o e avomin Domestic life compames Policy loans, real estate, restrictions.
S, 23 .. } Domeatic compsnies, .. Investments to be in interest or dividend paying securities.
S, 23k Nomestic companies Investments regulated.
8. 23u 3 Domestle companies Real estate,
5. 282 Dormestic companies ... ~JInvestment of funds to meet foreign obligations.
West TVirginia ......Acts 1807, €. 77, 8. 28 rcreeerrmoneommemsine seserens Domestic life . Investments to he authorized.
5, 27 : - BPomestie. life Gificers not to receive compensation,

Domestic life
Domestic ife
Domestic life
Doniestic life

Investments restricted.
Investments Yestristed, .

Premiiim hotes authorized, -
Penqlty fur mukmg li]esrx.l mves(}ment.s,

833
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R State, Reference. Companies to Which Applicable. Description,
WL Virginie—(cont.)- 5 A
Acts 1908, ©. 8, &. 4

JInvestments in property by way of exchange,
Jnvestments restricted,
Jnvestment of cdeposit.

v e et s eSS oot aenn, Domestic lfe .o
Domestic other then fire and life.
Domestic trust and guarantee .

Wisconsin .mmvucurmming. Law, s, 1902 Domestic coa, _.Not to {rade in goeds, etc. Real estate holdings
- : 5. 1908 | - e MMCALIC CO9, JInvestment of assets.
8. 1911 - JDomestic fire FTovestment of gusranty surplus fund,
8. 1935, P. 1, ¢c. 3 . ” Lloyds ... Deposit of alien underwriter.
) Foreign cos. JInveatment of capital.
3. 1916m, p. € .. Reeiprocals .. Jnvestment of regerve fund, .
S. 1947, 3b Domestic life Jnvestment of capital,
g, 1951 Domestic life . Javestment of assets.
Fraternal benefit oInvestment of funds.
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