APPENDIX A.
STENOGRAPHIC REPORT

OF THE

Evidence and other proceedings had before the Committee on Insurance, ap-
pointed by the Speaker of the House of Representatives of the Third Called
Session of the Thirty-first Legislature of the State of Texas, said
Committee commencing the taking of testimony at

10 o’clock a. m.,

Morning Session, July 29th.

W. H. Stacy being called to the stand,
testified as follows:
Direct Examination by Mr. Cureton:

Question. What are your initials,
Mr. Stacy?
Answer. W. H. Stacy.

Q. Where do you live?

A. City of Austin. )

Q. How long have you been living
here?

A. Thirty-six years.

Q. What is your business?

A. I am in the insurance and land
business.

Q. How long have you been in the
insurance business?

A. Twenty years.

Q. Do you oceupy or hold any offi-
cial position with reference to the in-
surance agents of this State?

A. I am Secretary and Treasurer of
the Texas Association of Local Fire In-
surance Agents.

Mr. Brown F. Lee—May I ask a
question? Didn’t the resolution adopted
by the House require that in.taking
the testimony of the witnesses that the
witnesses be sworn?

Chairman Vaughan—I don’t remem-

ber, sir. I haven’t a copy of it before
me.
Mr. Stacy—I have no objection to

" swearing to my testimony.
Mr. Lee—The House adopted a reso-
lution to that effect, is my recollection.
‘Whereupon the Chairman adminis-
tered an oath to the witness.

Question (By Mr. Cureton). The evi-
dence you have just stated, was that
true?

Answer. Yes, sir.

July 29, 1910.

Q. Mr. Stacy, are you or not famil-
iar with the insurance business as con-
ducted in this State prior to the taking
effect of what is known as the State
Fire Rating Bgard law?

A. Yes, sir.

Q. We will say during the year 1909,
and prior to that time?

A. Yes, sir.

Q. I will ask you how it was deter-
mined—at what rate any particular risk
should be written in this State, prior to
the taking effect of this law?

A. Well, for a good many jyears
prior to the first of January, 1910, risks
were written at such rates as might be
secured by the importunity of the as-
sured in dealing with the company or
its agents. .

Q. Then, if I understand you, Mr.
Stacy, the basis of the rate was what
the company could get for the insurance
that was sold?

A. Yes, sir. There was no uniform-
ity of rates; at least, in this section of
the State; I can’t state in all sections.

Q. That is to say, that a local agent
in the city of Austin might write my
property at, we will say, one dollar,
and he might write some other man’s
property of exactly the same fire hazard
for seventy-five cents, because he could
not get the dollar out of him?

A. Yes, sir; that was frequently
done. I want to qualify my statement
to this effect: That there was a gen-
erally understood basis rate on differ-
ent classes, but it was not adhered to.

Q. But the general rule and custom
was to get from the individual insurer
whatever rate he would pay on his
risk ?

A. Yes, sir.
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Q. As a matter of fact the rates pre-
vailing at that time were not basis, or
rather the rates which were actually
used, were not based on the actual fire
hazard, but were based upon whatever
price the insurance could be sold for?

A. Yes, sir.

Q. Now, you stated a. moment ago,
that there was a kind of—in a general
way—a kind of schedule, but that it
was not adhered to. Now, it was ad-
Lered to only in those instances where
a man did not know enough to get a
lower rate, or else where there was no
competition and he could not get a
~ lower rate? :

A. Yes, sir.

Q. There was, then, if I understand
you, Mzr. Stacy, in this part of the State
what is known as discrimination be-
tween buyers of insurance?

A. Yes, sir; very generally.

Q. The insurance rates at that time
were not based upon statistical collec-
tions of burns and data and informa-
tion at all, except in a very general
way, and that the actual sale of the insur-
ance was to charge all the purchaser
would bear under the circumstances and
to make any cut necessary to get the
business, provided the party could live
and stand for it?

A. That was the general rule. Of
course we did not charge more than the
basis rate that had been previously pro-
mulgated for such risks.

Q. In other words, there was no at-
tempt to hold a man up?

A. No, sir.

Q. But as far as cutting the basis
was concerned, you cut it anywhere to
get the business if you thought that the
party could live under it?

A. Yes, sir. It was the general way
to get business at the best rate you
could and we frequently had risks on
our books side by side one dwelling
rated at $1.75 and the other at $1.50, of
the same class, and one business house
" rated at $1.25 and another $1.50.

Q. Well, isn’t it true, Mr. Stacy, that
at some times there were different com-
panies insuring on the same risks—
same property—and they would write
the same property at different rates;
one lower than the other?

A. T don’t think that happened
often. It was usually the same on the
same property.

Q. But occasionally that did hap-
pen? .

A. Yes, sir; sometimes. That re-
sulted from the fact that no company
likes to write a risk—a certain risk—
at a lower rate than another, or a con-

sideration that is below another unless
he cuts the rate to get the entire line.

Q. Now, under the old insurance
rates, as they prevailed, isn’t it true
that large business concerns having large
amounts of insurance to place univer-
sally got a lower rate of insurance than
a small business concern having a
smaller amount of insurance to place,
and where the hazard was practically
the same? ’

A. 1 think that is an uncontroverted
fact.

Q. Isn’t it true that concerns like
the Retail Hardware Dealers’ Asso-
ciation which have a kind of mutual
insurance of theirs—isn’t it true that
in buying insurance from the. old line
companies that they were able to pur-
chase cheaper than the little fellow who
did not belong to the Association?

A. I don’t know, sir. :

Q. Taking into consideration their
relative hazards? .
A. I don’t know, sir, about that.

Q. Isn’t it true, Mr. Stacy, that those
large concerns oftentimes bought their
insurance below the actual cost of in.

surance to the company?

A. TUnquestionably.

Q. Yes, sir. Now, if that is true,
that they bought insurance below actual
cost, how was it that the insurance com-
panies finally made money out of the
proposition?

A. They had to get their profit from
other folks.

Q. In other words, if they put the
rate down to large business concerns,
why they had to raise it on somebody
else to make up the loss if there was
a loss?

A. Yes, sir; if they got enough to
pay the loss; sometimes they did mnot
get enough.

Q. If they did get it, they had to get
it from somebody else?

A, Yes, sir. .

Q. What, in your judgment, is the
effect of this class of discrimination in
the fire insurance business?

A. Well, the effect was to demoral-
ize it, and it made one class of citizens
pay more than their proportion of the
fire losses of the State and rendered the
business of fire insurance very unsatis-’
factory to the local agents, not being
able to deal with all of his customers
in exactly the same way. Y '

Q. Well, it did a substantial injus-
tice to the individual purchaser of fire
insurance ? o

A. The majority of them; yes, sir.

Q. Well, isn’t it true that the dis-
crimination in insurance in this manner
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I have just named to you is calculated
to increase the fire losses?

A. Yes, sir; by the loose manner in
which it is conducted and the fact that
no regular inspection of risks is made
of the assured to bear upon his rate.

Q. In other words, under the old sys-
tem, there was no premium based upon
the careful, prudent and cautious man,
who constructed his building according to
particular circumstances and looked
after the fire hazard?.

A. No. Of course, in a general way,
the man with the best building would
get a lower rate, but there was no fixed
premium: to apply to that.

Q. And there was no incentive to the
insuring public to care for their build-
ings other than the ordinary man to
look after his property; the fire losses
of the State are contributed to by a

" discrimination. in the insurance rates?

A. I think so, unquestionably.

Q. Well, now, Mr. Stacy, when a
building burns in any community that
is a distinctive loss of wealth to the
community ?

A. Yes, sir.

Q. Then the loose manmer of insur-
ing property that you have just dis-
cussed and named, in itself, contributed
to the loss of the general wealth of the
community ?

A. T think so.

Q. 'Well, the proposition that I have
just enunciated, and with which you
stated you agreed, is the one that is
-universally recognized by men who write
on economics as applied to insurance?

A. T have never heard it contro-
verted at all.

Q. Do you know, Mr. Stacy, what
the average annual fire losses of this

State have been for the last several
years?

A. No, sir; I can not give you the
figures.

Q. Could you give an estimate?

A. T don’t believe I can. 1 don’t be-

Heve I can give—the figures are acces-
sible and can be given from the State
Department without any trouble.
Q. Mr. Reedy suggested asking this
question: That if there are certain
classes of risks from which insurance
companies netted a deficit or made noth-
ing, from what other classes of risks
would that loss be made up?

A. T think from other classes of
risks of the same things, smaller mer-
cantile risks; in some sections dwell-
ings have been written at a profit and
some have not.

Q. In selling insurance now, the plan
that you have stated had taken effect

prior to the rating bill law, it was, of
course, easier to get an excessive rate
on dwellings than it was on the busi-
ness houses?

A. Yes, sir.

Q. A man who owned the dwelling
ordinarily did mnot have to pay much
any way, the amount of insurance car-
ried on each individual risk was com-
paratively small and about as far as he
ever went about kicking about his rate
was telling his neighbor about it or go-
ing to some other agent when he wanted
to buy again—that was about the limit
of his kicking? ]

A. Largely, of course, with some ex-
ceptions.

Q. And the man that bought lots of
it, if you did not give him a rate he
simply went to some other agent and
bought it from somebody else?

A. Yes, sir.

Q. Well, was there anything to pve-
vent the small man who wanted to in-
sure his residence from going to another
agent and getting a lower rate or not?

A. Nothing to prevent it—if he could
get it.

Q. If he could get it.
main difficulty?

A. He frequently got it.

Q. As a matter of fact the residence
rates of the State were higher in com-
parison with the hazard than the busi-
ness rates?

A. Yes, sir; I think so. The major-
ity of them took what was offered
them. A great many owners of resi-
dences and household furniture just have
the policies renewed every year and
pay without paying any attention to it
at all.

Q. Sometimes they would not see the
policy at all?

A. Yes, sir.

Q. Well, now, insurance companies,
as you stated, simply sold their insur-
ance on the market; there was but lit-
tle attention paid to the average fire
hazard; theré might be some paid to a
specific fire hazard, but to the individual
risk there was little attention paid to
the fire hazard; there were no rates
based on that, but they were based upon
what the company could get for its in-
surance ?

A. Largely so.

Q. But it wasn’t of sufficient inter-
est to the companies to cause them to
take any steps towards improving the
fire hazard conditions of the State?

A. T think the fire companies have
always wanted to improve it.

Q. They all wanted to improve if,
but they haven’t been able to do much?

That was the
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A. They haven’t been able to do
much; they haven’t been able to get
certain laws they wanted passed and
have not been able to use any con-
certed action whereby they might im-
prove it. .

Q. The local agent gets his commis-
sion on the gross amount received by
him for premiums?

A. Yes, sir.

Q. That is the way the local agents
are usually paid. Now, if the general
fire hazard of the State was lessened and
building conditions made more safe, or,
in other words, if the general rules for
safety and fire risks were enforced, the
gross amount of premiums received by
local agents on any particular piece of
property would decrease, be reduced and
lessened with the reduction of the rate?

A. That would depend on the volume
of business, of course.

Q. Not talking about the total, but
the gross amount received on a particu-
lar risk would be reduced?

A. 1T think so, yes.

Q. Therefore, from a monetary or
financial standpoint, so far as the indi-
vidual risks were concerned, there was
no reason why an agent, when he looked
at the risk, should say to the man, “You
make certain repairs and improve your
hazard and I will give you a lower rate
of insurance?’ There was no reason for
him to do that, as far as money was
concerned ?

A. No, sir; only from a professional
standpoint.

Q. Only from a professional stand-
point and from the standpoint of a cit-
izen?

A. Yes, sir.

Q. Prior to the announcement of the
fire rating law there was no financial
reason of any moment which would
cause the insurance companies or the
local agents to strenuously insist on the
improvement of fire hazards of this
State, was there, Mr. Stacy?

A. T think it would have been better
for the companies.

Q. We all think so. But as a matter
of fact, there was mno concerted action
taken to increase the safety of fire haz-
ards in the State?

A. No, sir.

Q. And there was no direct financial
reason why it should be done?

A. T dorn’t know about—

Q. I know there is an economic rea-

son and we all generally think it would
be best,

A. T would have to answer that that
way; I believe it would have been to the

tinancial benefit .of the companies to
have been able to have taken concerted
action to decrease the fire waste.

Q. Now, then, if we pass a law by
which the fire waste of the State will be
lessened and by which the fire hazard
will be decreased, if we pass that sort of
law that will not be injurious to insur-
ance companies?

A. I think not.

Q. And it will certainly be a benefit
to the public?

A. I think so—will be a benefit to
everybody.

(Mr. Looney suggested the following
questions to Mr. Cureton.) ‘

Q. As to the amount of losses in the
State which, in your judgment, were due
to over-insurance?

A. T don’t know that I can state any
percentage, but certainly a considerable -
per’cent, and it is largely resulting from
the policy law in Texas which ‘would
probably cause more fires than any other,
any other causes, outside natural causes.

Q. Representative Smith desires to
ask the question whether or not it is a
fact that the greater part of the criti-
cism of the fire rating law has come
from people who prior to the enactment
of the law have enjoyed discrimination
in the insurance rate?

A. The first trouble with the law
was the fact that the rate went into ef-
fect before the specific rate could be ap-
plied and no one knew what the rate
would be. Those rates were in effect
several months before the individual in-
surer knew what he was expected to pay,
and when they were promulgated and
found to be very much in excess of the
old promulgated rate there was no rem-
edy found in a case where an addition
of a dollar was made for a few cans of
gasoline if found on the premises, there
was no way of curing that until the first
of January; and then, answering the
question specifically, the greatest com:-
plaint against the law was by those who
enjoyed the greatest privilege béfore the
law for the writing of fire rates on mer-
cantile hazards in this part of the State;
or in this State, eighty per cent wrote’
lower than they were before. Naturally,
that twenty per cent are complaining.

Q. Is that the new law or old law?

A. The law of 1910.

Q. Isn’t it a fact that the effect of
this law has done more from the stand-
point of a fair profit than any law that
has been passed in the last ten years?

A. T think that is true.

Mr. Crawford—I think we would make
better progress and get a clearer under-
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standing of what we are driving at if we
would permit Mr. Cureton to conduct his
examination of the witness, and then if
any other member of the committee de-
sires to ask any gquestions they be per-
mitted to do so.

Q. In order to reach the question at
. issue, I will read you a few lines writ-
ten by Mr. Zartman, applied to fire in-
surance. He says, page 213: “Some
very good fire insurance men state that
they are not interested in reducing the
fire loss, that that is only the function
of the fire insurance companies to take
losses as they find them and to assess
them on the community.” Is that true?

A, T don’t think so.

Q. He says some very good fire in-
any that take that position.

A, I wouldn’t consider them very
good fire insurance men; I don’t know of
.any that take that posttion.

Q. He says further that is precisely
their function—in other words, the fune-
tion is to take the ‘hazards as they are
and insure them.

A. Tt is not the principal function of
course.

Q. Their principal function is to take
the fire risks of the State as they are?

A. Of course, so far as I understand
it, it has always been held desirable to
reduce the fire risks, and so far as my
experience shows, insurance writers in
this State have endeavored to do so so
far as they are able.

Q. Is not the fire insurance business
one that where a maximune feduction of
the fire risks would put the insurance
companies out of business?

A. 1 can’t conceive of it going that
far.

Q. If that is true, then, of course you
can’t expect the insurance companies of
this State, without regulation by the
State government, to attempt a reduec-
tion of the fire rates?

A. T don’t think it is possible for that
alone.

Q. Well, would it be possible to fix a
system of fire rates which will practi-
cally measure the risk of fire?

A. T think so; it is certainly possible.

Q. Well, is it practicable to do it?

A. T think so.

Q. Well, what is your judgment as
an insurance wman, what information
would be required to do that?

A. Tt would be negessary to have the
experience of the companies operating in
this State for a term of years on the
different classes of risks. You couldn’t
compare this State with any other State.

Q. You say experience; what do you
mean by that?

A. I mean the premium received and
losses paid on different classes of risks,
particularly the amount insured on each
class of risks and the loss on each risk.

Q. The class of the risk?

A. The class of the risk; yes, sir.

Q. Special risks would be classed as
special hazards?

A. Yes, sir; come under the head of
special bhazards, both the mercantile
class and special hazards.

Q. Don’t you think if a special sys-
tem was devised and the rates so made
that where the man who constructs his
business properly might get the reduced
rate, the relative fire loss of the State
would be less and at the same time the
insurance company would make a_ rea-
sonable profit?

A. If they are given a reasonable
rate.

Q. Tt is possible to reduce these rates
and the insurance companies still make
just as good profit as they ever have?

A. Yes, sir; if the fire loss is re-
duced.

Q. Don’t you think that an equitable
and just system of rates, based upon the
relative cost for each hazard will reduce
the fire hazard of the State?

A. T think so.

Q. There has been a good deal of dis-
cussion in this State about schedules and
basis rates and a good large number of
other technical terms that I do not know
anything about; I would like for you to
explain to me what they mean. Explain
to the committee what is meant by the
expression, “Key Rate.”

A. The key rate, as established un-
der the recent law is a rate—you might
say is the basis rate for each city or
town in this State governing the charges
for that particular locality. It enters
into the making of the final rate on any
class of risk. You understand, under
the basis schedules to be filed, they must
be uniform for every city in the State;
a uniform system of charges. Then the
key rate to these schedules for each par-
ticular community is in accordance with
its fire protection and its different con-
ditions.

Q. How do you arrive at the key rate
for each individual city or town?

A. I am not posted as an expert on
that question, but I can give it to you
in a general way. First, the fire protec-
tion is considered, the fire protection
that the town has; its water supply and
fire fighting apparatus and the water
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mains and the fire department and its
equipment and numbers. Also its police
force and police protection. Then the
conﬁagratlon hazard, such as overhead
wires and tracks and things of that sort.

Q. How about the population?

A. T don’t remember about the bear-
ing of the population on the key rate.

Q. General Stacy, in figuring the key
rate between two towns you would give
the presence or absence of any of these
elements vou have named, such as fire
pressure and police protection, ete,
either the same value—in other words,
where you find two towns of the same
character as to waterworks systems, ete.,
in figuring the key rate for both, you
would give them both the same credit?

A. 1 understand that was done; yes,
sir.

Q. In other words, the key rate is
made up of the presence and absence of
certain elements and you give the pres-
ence or absence of thse various elements
an equal value?

A. Yes, sir; it represents a relative
desirability, that is from a fire hazard
standpoint.

Q. That has no reference to the spe-
cific rate on each individual risk?

A. It enters into it.

Q. The key rate applies to the whole
town in making up the rate, and for the
individual risk, you start in with the
key rate. That is, as to the fire hazard
of the city or the village?

A. Yes, sir.

Q. And to that key rate, you add the
hazards or dangers of the particular
risk, to get the individual rate?

A. Yes, sir.

Q. In making up this specific rate,
what is it you add to the key rate?
What elements go into and make up the
specific rate?

A. TFirst, the character of the build-
ing insured, next the character of the

occupancy, and then the third element’

is the character of the exposure of that
particular building.

Q. Relative to the values, in making
up this final rate, you go to the ex-
posure, to the occupancy and character
of the building, and you give certain
values to these three particular hazards?

A. Those values are fixed in the basis
schedules.

Q. And in these particular mstances
were fixed by the insurance companies?

A. Yes, sir.

Q. Under the rating board of this
State?

A. Yes, sir.

Q. Were those fixed prior to the tak-
ing effect of the rating board law?

A. No, sir; there was no such sched-
ule in effect prior to January 1, 1910.

Q. Were schedules known as to the
relative hazard; we will say the occu-
pancy—

A. Now, I'll say this, they were pre-
pared prior to January 1, 1910.

Q. Before the rating board law went
into effect was there any rule, or sheet
or a book or anything which fixed the
relative charge for the three classes of
hazards you have named?

A. We had some old taritf books that
gave general information, but they were
not as a rule complied with—mnothing of
a late issue.

Q. The relative charges that the rat-
ing board put on these several elements
that enter into the specific rate, was it

greater or less than that had been used

in the old schedules?

A. As well as I can judge, practi-
cally about the saime. They were not
applied before.

Q. Then how is-that under the rat-
ing board law that many rates of in-
surance have been increased?

A. Because, through a long series of
years, with no attention to the risk, they
had grown careless in the physical con-
dition of the occupancy and the exposure
and under the application of even the
old schedules the rates would have been
increased probably as they have been in-
creased.

Q. Then the fault arises or lies in the
risk and not in the application of the
rates?

A. T think so; I think the applica-
tion is absolutely fzur, as a general
rule,

Q. They may make mistakes?

A. Yes, sir; they are discovered all
the time and corrected.

Mr. Lee—May I ask a question?

Mr. Cureton—Yes, sir.

M. Lee to the witness—Q. What
was the per cent of the earnings of
companies in Texas before'this law went
into effect?

A. T can not give that; I am not
familiar with those statistics.

Q. The presumption is that they
were writing insurance under such con-
ditions that they were making at least
a competent earning on their capital in-
vested?

A. . No, sir; they haven’t dome so for
a number of years; that is, taken alto-
gether, T think they have lost money.
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Of course, all of the companies have not
lost money.

Q. What per cent since the increase,
what per cent have they earned on their
capital stock?

A. I don’t know; T am mnot close
enough to the companies to find that
out. I can’t give you those figures.

Mr. Cureton—Mr. Gilmore suggests
this question: You stated that prior to
the taking effect of the Rating Board
Law there was really no basis or plan
upon which insurance rates were fixed
or made, he then asks the question why
it was that in many communities, Col-
onel Stacy, the rates of the various com-
panies were practically the same on the
same classes of risks?

A. T don’t know that that is a faect.
The same under the same class of risk?
I don’t know that to be the fact; T
know it is not so in Austin now, and
was not so.

Mr. Cureton—I am through with the
witness, if any one else wants -to ask
him any questions.

Mr. Moller to the witness—Q. Mr.
Stacy, you testified as to the conse-
quence where competition existed. You
stated that under the old style of in-
surance that the amount where there
was a small risk, or rather where there
were small property ownmers, that the
small properties generally pajd for the
larger properties. - I think that was the
sum and substance of your testimony?

A. Yes, sir. I think so, as a gen-
eral rule.

Q. That was caused by competition?

A. No, sir; not from -competition

urely, but because owners of larger in-
erests knew better how to proteet or
care for their interests and to get the

lower rate by playing one company|

against another.

Q. If there had been no competition
that could not have been done?

A. No, sir.

Q. You have heard these insurance
bills explained here?

A, Yes, sir.

Q. If the minimum and maximum
rates mnamed in one of these bills
are retained in the bill and go into a
law, what would, in your opinion as an
experienced underwriter, be the effect
of such competition between the man
with the greater property and the man
with the small property?

A. T do not apprehend any trouble
with that, because there are large prop-
erties, such as wholesale stocks of

and I don’t apprehend any trouble along
that line; I don’t think there will be
any difficulty about the companies re-
ducing below the maximum on those
risks.

Q. The diserimination would still ex-
ist?

A. Yes, sir; the rate could exist as
between classes, but not between indi-
viduals.

Q. Persons making up a class; resi-
dence property, for instance, would pay
a greater income to the company than
the other classes?

A. Yes, sir; it would be possible.

Q. That is because of the competi-
tive feature? .

A. Yes, sir; largely.

Q. Can the State make you, as an
underwriter, insure or not?

A. No, sir.

Q. If you have two risks submitted
to you at the same time, identically
the same property, and you have got the
maximum rate which you would be al-
lowed under this law, because one is a
large property, say $50,000 or $60,000,
and the other fellow with only $10,000
insurance with no more risk and in the
same building, but it don’t suit you,
could you or not then refuse it on the
ground of moral hazard?

A. You can refuse any risk you want
to without giving any reason for it.

Q. Notwithstanding this law says
you shall take  insurance from Tom,
Dick and Harry of the same class at
the same price—would there be any law
on the face of the earth that could make
you write both?

A. T think the law would govern the
hazard but would not have anything to
do with the values.

Q. T am speaking of moral hazard.

A. No reputable agent would insure
a moral hazard that is bad.

Q. Can the State regulate your ideas
of moral hazard?

' A. No, sir. .

Q. The competitive feature of this
bill can be manipulated -in such a man-
ner that small man would continue to
pay more than his pro rata of the in-
surance?

A. Yes, sir; it would be possible.

Mr. Smith to the witness—Q. As I
understand this basis schedule, there is
what you call a key rate given, and
then the rate on every other hazard is
worked out from that?

A. Yes, sir.

Q. TIf a man paid a.rate of 50 cents,

goods; they are pretty hazardous risks, ! we’ll say on a given piece of property
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where the party had, we’ll say paid 60
cents, thereby reducing the premium
one-sixth, would not that company be
obliged to reduce its other hazards in
the same town and to the same extent?

A. Yes, sir; in the same class.

Q. In all classes?

A. No, sit; not under this bill,

Q. Wouldn’t he have to work out
his charge on all other hazards accord-
ing to the rate he had fixed on the key
hazard?

A. Yes, zir; if it was on the key he
would. The key applies to everything
in the town, except where the minirnum
is claimed, as in the case of dwellings.
This competitive feature don’t apply to
the key. It 1is applied to specific
classes, and would not in any instance
hardly apply to the key rate, but ap-
plies to specific classes. TFor instance,
one company may see fit to insure a
wholesale grocery at a lower rate than
the maximum rate, then it would have to
insure all wholesale groceries at that
same rate for the same class of buildings,
etc.,, but would not have to reduce the
rate on the hazard of dry goods houses
or on dwellings, because they would not
make the reduction in the kéy rate but
would be making a reduction in the
class.

Q. Are not all of these classes rated
at so much?

A. You start with the key rate and
add so much for hazard, so much for
wholesale dry goods and so much for re-
tail dry goods or groceries, and then
there would be question of occupancy.

Q. Under this law the increase and
reductions are fixed by the board—

A. The maximum under this bill to
be fixed by the board. .

Q. The difference between the various
hazards, are not they also fixed?

A. Not by any percentage ratio.
They are fixed as a certain rate on each
class. .

Q. "That’s given schedule classes?

A. Yes, sir.

Q. When you reduce one class you
reduce the other correspondingly?

A. No, sir; not unless you reduce the
key rate.

Mr. Looney to the witness:

Q. A large per cent of the losses
come from spontaneous combustion
growing out of over-insurance. I want
to ask you, if in your judgment, as an
insurance expert, there is any practical
way to control the local man, to prevent
him from writing too much insurance,
on a particular risk, and if you think

that is a matcer that ought to be at-
tempted by the Legislature?

A. I think they could aid very ma-
terially in repealing or by repealing the
valued policy law. We have a law that
compels insurance companies to pay
whatever amount of insurance there is
on a dwelling or a building that is to-
tally destroyed by fire, whether it is
worth as much as it is insured for or
not, and that has caused probably more
building losses than any one thing in
Texas.

Mr. Cureton—Permit me to read ths
valued policy clause to which you refer.

The Witness—That is different that
vou have there to our valued policy law.

Mr. Cureton—It makes a policy of in-
surance a liquidated demand.

Mr. Looney—That only applies to
buildings ?

The Witness—Yes, sir.

Q. What I want to get at, every loss
of course, from whatever cause, Iis
charged against the insuring public?

A. Yes, sir.

Q. If a large per cent of our losses
grow out of incendiarism, the temptation
for which is over-insurance, I want %o
know if you, as an expert, have ever
thought along that line as to how to
frame a law to control the amount of

‘insurance—I know you do in your policy,

but you leave the discretion to your lo-
cal agent; now, I want to know how to
control the local agent or to prevent nim
from writing more than he ought to.

A. T haven’t given that particular
point any consideration. He has his in-
structions from the company to only
write three-fourths of the value; in most
cases a great many of the agents do not
obey instructions in that regard, and
companies are willing sometimes for
their agents to depart from these in-
structions, in a case of a particularly de-
sirable risk. I don’t know that I could -
suggest to you any law that would help
on that subject. I think it would be ex-
tremely hazardous not to aid in the par-
ticular fire waste; that is, not to do
away with it. I think it would not help
the matter to do away with the iron
safe clause, that we hear so much talk
about usually. That clause is the ounly
controlling feature we have in settliog
losses. It simply requires some method
of showing what the volume of the prop-
erty was that was destroyed.

Mr. Looney—Q. If there is any way
to regulate the amount of insurance, we
want to correct that. I understand that
this board is going to correct the other
insurance, they are going to bring the
rate to the minimum by making a man
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clean his premises up and to a point
where he can get the minimum rate by
the manner in which he conducts bis
business.

A. The only thing I could suggest
would be to make it a misdemeanor or
a penal offense for a man to insure kis
property for more than its reasonable
value. That misdemeanor might also
apply to the local agent.

Mr. Reedy to the Witnéss—Q. Right
along that line, the only suggestion that
1 ever heard is that insurance policies be
not valid for more than the property is
rendered for taxation.

A. I am afraid that would not work.

Q. What is this with reference to
what is called co-insurance clause in our
policies ?

Mr. Cureton—I am going to develop
that very point this afternoon. °

Mr. Smith—Mr. Looney was discussing
this combustion proposition, is there any
risk called a friction risk, say, for in-
stance, rubbing a six thousand dollar
policy up against a five thousand dollar
building ?

Mr. Canales—Under this bill it is pos-
sible for companies to discriminate in
favor of one business and get t{heir
money and returns from other classes of
business—now, you understand the Teu-
rell bill—a feature of it, making the
board fix absolutely the rate, under these
two features, which do you think will
be the best, that is of the best interest
to the insuring public?

A. I believe an absolute rate will be
the best and the safest. I don’t think
the competitive feature will amount to
anything.

Mr. Terrell to the Witness—Q. You
say you don’t think it will amount to
anything. Don’t you believe that it is
not only possible, but probable, that the
big insurers, knowing this law, will go to
the companies and say we want a rate
lower than the maximum, and that the
companies will give it to them, but
never give to the man who insures a
small house and who has been paying
for the insurance of the larger people of
this State for ten years; don’t you be-
lieve that they will keep the maximum
under these policies and reduce it on the
other policies and get the same rate of
income in proportion to the hazard?

A. T don’t think it is probable; it is
possible.

Q. You believe the companies will con-
tinue to keep the maximum on every-
thing?

A. T don’t mean that necessarily. I
believe they will on the lower class risks,
I mean on the larger class risks; they

are more liable to do that than they
are on the smaller ones. They are more
hazardous as a rule.

Q. You believe that the men who are
wise to this law and know that you can
give a lower rate are not going to imsist
on getting it; you think the company
will volunteer to give it to the smaller
men, give them a rate lower than the
maximum ?

A. 1 say this, those large risks being
usually extra hazardous, I don’t think
the companies will probably give them
anything below the maximum.

Q. TIs it not a fact that these large
risks which you say are extra hazardous
have time and again and generally are
placed below cost by the companies?

A. Yes, sir; and that’s the cause of
this row.

Q. Didn’t they .do it because they
%i‘r}?ew the law and knew they could do
i

A. There wasn’t any law, but that
was the practice.

Q. Don’t you think that the large
men will again take advantage of the
practice? Don’t you think—

A. But they have no way, then, com-
pelling it.

Q. Don’t you think that some of the
companies would yield to it without
much compelling?

A. I don’t know. I don’t believe
they would, but I prefer your bill on
that feature.

Q. It leaves them open for them to
do it?

A. Yes, sir; it is possible.

Night Session, July 29th.

General Stacy (the witness)—T desire
to correct a statement that I made in
my testimony today, slightly, in answer
to one of the questions this morning.
The question was asked me this morn-
ing as to whether the insurance com-
panies heretofore had made any organ-
ized effort to prevent fire waste in
Texas, and I answered that they had
not. I had momentarily forgotten the
existence of the Texas Fire Prevention
Association, that has for its object and
purpose the correction of defects in in-
surable risks and the prevention of fire
waste. T am not very familiar with the
workings of the association, but I know
thev send out bulletins calling attention
to defects in certain risks, usually of
the larger class. That is about all the
information I can give about it.

Mr. Cureton to the witness—Q. Gen-
eral Stacy, in fire insurance parlance
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or terms, a risk means anything that is
insured ?

A. Yes, sir.

Q. Now a hazard is what?

A. Well, I would define it as—I don’t
know hardly the technical definition of
it; of course, it is the liability assumed
by the company for loss of that par-
ticular risk, as far as the company 1s
concerned.

Q. A hazard is the eler.nent of dan-
ger to destruction or injury by fire
which characterizes a risk?

A. Yes, sir; I would think is a cor-
rect definition of the inherent hazard.

Q. There are two classes of hazards
that go to compose a hazard?

A. Yes, sir.

Q. The inherent or physical hazard
and the moral hazard?

A. Yes, sir. .

Q. If you undertake to design a rat-
ing system which takes into considera-
tion only the inherent or physical part
of a hazard, you will be unable to_ es-
tablish a correct system of rating,
wouldn’t you?

A. I don’t know. I don’t see how
you can into consideration the moral
hazard at all in making a rate. I don’t
understand that it is an insurable haz-
ard with a moral feature to it; that
is, where the moral feature of it is bad.

Q. I understand that, so I say, if
you simply take into consideration, just
simply the physical part of the hazard,
that is to say the external part of the
hazard, you could not design a system
or rates if you left out everything else?

A. No, gir; you have got to take into
consideration the general average of the
moral hazard?

Q. You have got to take into con-
sideration what the insurance actually
cost the company?

A. Yes, sir.

Q. And the moral hazard does enter
into that? ’

A, Yes, sir,

Q. ‘So when you undertake to state
just the correct system of.rates, you
must not alone take into consideration
the physical or inherent hazard of the
risk, but you must in some way or an-
other take into consideration the moral
hazard, or do what is the only thing
that you can do, figure the actual cost
of the insurance? ‘

A. Yes, sir; I think so.

Q. Whatever rating the board might
do, they ecan not figure the insurance
and make a just and equitable rate by
just taking the inherent value into con-

sideration, but they must take the actual
cost of the insurance before they can
fix a correct rate?

A, Yes, sir.

Q. Do you know about what per cent
of the fire losses are caused by what
are termed inherent or physical haz-
ards? ’ .

A. T can not give you the percentage,
no, sir. ’

Q. About, Colonel Stacy?

A. Caused from the physical hazard?

Q. Yes, sir; that is, pcople who keep
up with that matter; have been able to
trace to physical or inherent hazard or'
risk ? :

A. Well, it would be rather guess-
work I should think; I would'say about
75 per cent.

Q. And about 25 per cent of the
losses by fire would be due to an un-
known hazard or to a moral hazard?

A. Yes, sir.

Q. Now, then, anything that this
committee or the Rating Board might
do to reduce the moral hazard or to in-
crease it, it would affect the rate of in-
surance ?

A. Yes, sir.

Q. Anything that this board or the
Legislature does, though, must take into
consideration the moral hazard as well
as the physical hazard?

A. Yes, sir; it is very necessary.

Q. Leading up to the question which
T am going to discuss with you directly,
Tll ask you if under the laws of this
State or any other State, so far as you
know, I could insure your property, not
having any interest in it—I'll ask you
if I could insure your property; go to
one of your companies and have a pol-
icy written out on your property and
then in case of fire collect the policy?

A. No, sir. '

Q. Why not?

A. Because that increases the moral
hazard and increases the hazard of the
risk and the general hazard.

Q. In other words, if I do that and
the house burns, I am getting some-
thing for nothing?

A. You must have an insurable in-
ferest.

Q. If T haven’t an insurable interest
in it, T am getting something for noth-
ing; then in your opinion whenever a
man who gets that insurance for noth-
ing the moral hazard is increased?

A. Yes, sir.

Q. Tl ask you if that is the accepted -
opinion of insurance men generally ?

A. Yes, sir; I think so, decidedly. ‘
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Q. Colonel Stacy, I was leading in
this discussion up to what I believe you
_call the full value clause?

A. No, the valued policy law.

Q. That we have here in Texas;
what is the meaning of that?

A. The meaning of that law is that
the face of the’ policy, for whatever a
‘man may be written, that is, whatever
amount it may be written on a build-
ing, must be paid in case of a total loss
by fire, whether or not it exceeds the
value of the property; it causes a lig-
nidated demand for the amount of the
policy, though the policy itself may pro-
vide that it is to only cover the actual
loss.

Q. In -other words, under the valid
policy clause as imposed by the Texas
statutes, a man may insure a house for
$1000, when the house burns, though
worth only $500, he collects his $1000?

A. Yes, sir.

Q. T’ll ask you whether or mot since
the enactment of this valid policy clause

it has increased the fire loss or the fire
hazard?

A. My information is that it has
largely increased the fire loss in this
State, and has been an element to de-
termine. It has entered largely into the
fire 1oss. T have known of a number of
instances where parties- collected consid-
erable in excess of the value of their
property. Several instances where
clearly it was burned up but it could
not be proven sufficently to condemn.
I don’t know of anything that contrib-
utes more to losses on dwellings than
that does.

Q. Now, can that class of losses, un-
der the statute—ean that be lessened by
greater diligence on the part of local
agents, the maximum rate on the prices
of “valued buildings” at the time they
are insured?

A. Yes, sir; it can be to some extent,
but not entirely lessened. For instance,

. you have policies written for three and
five years and sometimes renewed with-
out further inspection and the value of
the building deteriorates rapidly and
may not be worth anything like as much
at the time of the fire as it was at the
time the policy was written.

Q. Now, you state that with the ratio
of the fire loss the amount of the pre-
- mium collected has increased in this

State since the enactment of the “valued
- policy clause™?

A. That is my information; yes, sir.
- Q. Do you know whether it is the re-
“sult “in other States or not?

A. I can no say; no, sir. I do not

know whether any other State has that
“valued policy law.”

Q. Well, there are about ten or twelve
that have the “valued policy” law?

A. T can not say, sir. I can not see
how it can fail to have the same effect
everywhere,

Q. The book I have in my hand, and
to which I am referring, on page 221,
shows that the ratio of loss and the pre-
mium collected was 17 per cent increase
in the State of Ohio after the enact-
ment of the “valued policy clause” in
their State.

A. T can readily understand it.

Q. The volume is here subject to your
inspection, or anyone else that might de-
sire to inspect jt. I am giving you and
the committee the benefit of what it
shows.

A. T am sure it must have the same
effect everywhere.

By Mr. Cochran—You use the term,
“valued policy clause”—

Mr. Cureton—TIt is the valued “policy
statute.”

Mr. Cochran—I was going to say, the
valued policy law, as it is commonly
known, for this reason, there is a certain
clause which has been in use in this
State for many years which is known as
the ‘“value clause” or “three-fourths
value clause,” and T make the suggestion
that the two may not become confused.

Mr. Cureton—I accept your suggestion.
I refer to.the valued policy law in this
section (State).

Interrogatories propounded by Mr.
Cureton:

Q. In the State of Wisconsin the stat-
utes of that State which 1 have before
me show that the rate of increase was
about the same as it was in Ohio at the
same time. (Referring to Zartman’s
work on Insurance with reference to the
increased cost of insurance shown by this
work.)

Q. I will ask you why insurance in
Texas has been on the increase or de-
crease in cost during the last three or
four years, four or five years?

A. Why insurance has been on the
increase—you mean—?

Q. What I mean is this: Whether
insurance has actually cost more dur-
ing the last three or four years than it
did prior to that time.

A. No, sir—cost less.

Q. Well, T will ask you whether it
has actually cost the companies more?

A. Tt has cost the companies more in
the last two or three years, I think.

Q. Well, do you know why? Can
you describe the cause or the reason?

»
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A. On account of the excessive loss,
loss ratio; last year, I believe, the com-
panies paid out about $1.17 for every
dollar they took in—is my understand-
ing.

%Q. General Stacy, what is meant by
“co-insurance ?”’

A. That is a term that is used where
the assured becomes a co-insurer with
the company in carrying the risk.

Q. Well, there has been some “talk”
in the newspapers—some criticism about
co-insurance—I mean the co-insurance
acquired or permitted?

A. Yes, sir, the basis schedules filed
last January the entire scheme was
based upon the 80 per cent co-insur-
ance clause of rates—

Q. Can you explain to us what you
mean by the 80 per cent co-insurance
clause?

A. I think so. The clause simply
provides that if the insured fails to
carry the insurance on his risk of the
amount of 80 per cent of the value that
he becomes a co-insurer with the com-
panies for the amount of the difference
on the amount of the insured and the
amount of 80 per cent of the value.

Q. Why do the companies require
that?

A. Tt is an element in fixing the rate,
a proper rate on the policy, a very cor-
rect element in this way. I can ex-
plain it to you in a few words. For
instance, if a company inshres a risk
worth ten thousand dollars and carries
only, say two thousand dollars at the
rate of one per cent, they would get a
premium of only twenty dollars, where-
as, if we assumed the risk carried, say,
as much as 80 per cent insurance, eight
thousand dollars, they would get a pre-
mium of eighty dollars, and therefore, in
a smaller amount of insurance they as-
sume really three or four times the
amount of risk because, against losses
or partial losses; of course, what I
mean, in case of a total loss, of course,
they would have to pay a greater
amount of insurance, but by far, the
greater amount of losses are partial
losses and the company may be called
upon to pay the whole or a greater part
of jits policy. If the risk was eight
thousand dollars insurance that same
company would collect up one-fourth of
that two thousand dollars, which would
be five hundred; therefore it could still
afford to take that insurance at a lower
rate with the 80 per cent clause than
it would with a clause assuming a
larger: whereas, without the clause—

Q. In other words, if T understand

correctly, they have that ten thousand
dollar hazard to that extent, out of
which they may be liable to pay ten
thousand dollars any time, yet they are
only paying for a two thousand dollar
hazard?

A. Yes, sir.

Q. So, this clause to which you re-
fer means that unless they take 80 per
cent insurance they are charged a
higher rate, and a rate sufficient to
make them carry a part of the—

A. Additional risk—

Q. Insurance. Yes.

A, If a man had a two thousand
dollar policy on a ten thousand dollar
risk and with the 80 per cent co-in-
surance clause on it he would be an
insurer to the extent of between two
thousand and 80 per cent and he would
get only one-fourth of his loss, if a
partial Joss—if a total loss he would get
it all.

Q. In other words—

A. Aun 80 per cent insurance clause
is in effect, if there is 80 per cent in- -
surance carried, or if the loss is total,
or if the loss amounts tc 80 per cent
or more.

Mr. Baker of Hood: Q.. You do not
issue this policy for $2,000 at the same
rate you do the $8,000 policy?

A. Yes, sir.” With the same clause.

Q. What do the additions amount to,
what additional rate?

A. What additional rate is there to
issue a two thousand dollar policy with-
out the 80 per cent clause?

Q. Yes, sir.

A. It is just twice the amount.

Q. It would be paying two dollars
then to the one—double the rate?

A. Yes, sir. Under this schedule.

Q. That is what I wanted to get at.

A. This schedule provides for a
graded co-insurance clause; under the
co-insurance clause you can pay a higher
rate and get policies without any
clause.

Q. TIf $2,000 was only a partial loss,
then how does it figure out, without the
co-insurance clause?

A. If you had a co-insurance clause
you would only get one-fourth of your
loss, if you had a partial loss, less than
80 per cent—

Q. Suppose the loss was one thou-
sand dollars, then what would you get?

A. With an 80 per cent clause of a
thousand dollar loss you would get one-
fourth of two thousand dollars; with-
out the 80 per cent clause you would
get it all. ‘

Q. What would the rate be with the
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80 per cent clause if the insured loses
$2507

A. Well, the rate would be double
without the co-insurance clause.

Q. With the co-insurance clause?

A. With the co-insurance clause he
would pay one per cent. I am taking
ihat as a basis; it would depend on the
risk.

Q. But he only gets $250 partial loss
with the co-insurance clause?

A. Yes, with the co-insurance clause.

Mr. Cureton—T thought that the co-
insurance you charged a higher rate of
premium? :

A. Not with the co-insurance clause.
Without the co-insurance clause. 'Lhe
scliedule provides that all rates are
based upon the 80 per cent co-insurance
clause,

Q. Now, Mr. Stacy, by keeping a 'rec-
ord for a length of time and long
enough to get an average, that is to say,
a record of all the receipts from insur-
ance and all the disbursements including
expenses and the amount paid out on
losses, you could, of course, obtain the
amount that was necessary to charge in
order to make a profit on the invest-
ment?

A. You would have also to keep a
classification of risks in connection with
it, yet, sir. .

Q. But whether there was any classi-
fication of risks or not, if you got any
more money than you paid out you
would make a profit? ,

A. Yes, but would not know how. to
make a rate on any particular class.

Q. By keeping the record on any par-
ticular class of risks you can tell pretty
well what rates to put on any class of
risks?

A. Yes, sir, ‘

Q. And if this committee can design
a bill which will enable the Rating
Board to obtdin the amounts collected
for insurance premiums, the amounts of
losses, expenses and causes of fires, they
can determine pretty well the cost of
insurance, just as well as the insurance
company, if they can get the informa-
tion?

A. If they can get the information
I should think they could.

Q. TIs there any reason why they
should not be able to get the informa-
tion? Dont the companies have it?

A. Well, T don’t know. There are
some companies which will object very
. strenuously to giving up their classifi-
cation.

Q. Why should they object?

A. Tt is their private stock in trade.:
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There are some companies that have ex-
perience in various classes and lines and
they do mnot care to give up their ex-
perience.

Q. Suppose we make them?

A. Well, T don’t know. You might
try it.

(Laughter generally.)

Q. If we could get this information
there is no reason why we should not
be able to approximately form a correct
rate?

A, T don’t see any reason why, if
you can get the information.

Q. If this Board under the condi-
tions of this bill fixes a general basis
rate, maximum rate as the bill pro-
vides, fixes a classification proper of the
risks, there is no reason in the world
why a local insurance man could not be
ablé to figure up a specific rate on a
piece of property, is there?

A. Tt seems to me that a schedule
could be devised that would be ecom-
prehensive to the average man.

Q. In other words—

A. I don’t mean to say it is a light
matter to provide a schedule for this
State, but it seems to me it is a matter
which may be got at.

Q. General, here is a book marked
on the back “universal schedule” which
I wish you would look at and tell the
Committee what it is.

A. Standard universal schedule for
arriving at the different risks.

Q. The various classes of risks are
classified?

A. Seems to be.

Q. That is used by an insurance
company ? ’

A. T have no doubt it is and they
have a number of works that are used
by them.

Q. What is that book?

A. That book is what it purports to
be, a general basis for risks in the State
of Texas.

Q. The relative charges and credits
in this book for risks are right as mear
ag they can be?

A. They seem to be.

Q. Are these charges and credits here
too high or too low, so far as you
know ?

A. Yes, sir; they probably carry it
too far.

Q. In other words, they couldn’t get
it much worse than it is?

A. Yes, sir, I think so.

Q. Have you read the bill, Mr.
Stacy?
A. T read it over once, yes, sir.

Q. No. 7 and No. 8—No. 7 is the one
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I hold in my hand. What is your opin-
ion as to the propriety of using a uni-
form policy of insurance in this State?

A. Why, I don’t know of any, the
policies are uniform now so far as I
know. I have not found any trouble
withh them at all. ‘

Q. Are you acquainted with a com-
pany called the Ginners Mutual of San
Angelo, who reside in the Wilson Build-
ing at Dallas?

A. No, sir, I don’t know anything
about that company.

Q. The document I am going to
read to you appears to be a typewritten
letter and it is signed by the Ginners
Mutual Underwriters, L. A. Murff, Man-
ager, addressed apparently to gin men.
He says, among other things, “We re-
insure our business with the largcst and
oldest companies in the world; and be-
fore we place our business with any
company we get a report on their stand-
ing and investigate their management,
and .we have a Dun or Bradstreet re-
port on the gin man, value of his plant,
ete.” The point I make is, the Ginners
Mutual Company wouldn’t come under
this law, I want to know whether or not
these old line companies are insuring
the risks of this mutual company if we
exempt the mutual companies from this
law?

A. I don’t think that statement is
correct.

Q. So far as you know, the old line
companies have never reinsured any
Ginners Mutual Insurance in this State?

A. T think it very improbable.

" Q. I think, Mr. Chairman, we ought
to send for Mr. Murff. Mr. Stacy, do
you know what proportion of the funds
collected in this State come from dwell-
ing risks?

A. My information is between 25 and
30 per cent.

Q. Mr. Stacy, have you ever known
of the result of a house applying for in-
surance at a low rate and at the same
time agreeing to place with others in-
surance in the same company?

A. Every inducement for getting
their business, to enable them to get low
rates. I don’t believe I know of a spe-
cific instance.

Q. Don’t you know, as a matter of
fact, they did do it before the last law
was passed?

A. I say they may do it, but I don’t
know of a specific instance; they use
all sorts of arguments to get low rates.

Q. Mr. Stacy, in both these policies
I believe a reasonable income is to he
allowed the company—-of course they are

cntitled to that—if you have maximum
schedules on different classes how would
you regulate thosc classes?

A. You would have to have a maxi-
mum rate on each class.

Q. What would be the class, you
wouldn’t insure all hardware men in
the same class?

A. You would have to make out your
classification first and then fix your -
rate on each classification.

Q. But under this classification you
wouldn’t insure all hardware men, it
would depend on the building and town?

A. The town and the fire protection
and all the hazards entering into that
particular risk. ..

Q. Bearing in mind that the écom-
panies are entitled to a reasonable in-
come, wouldn’t the income be derived
from the residences?

A. Yes, sir. .

Q. 1If the company would reduce the
insurance on the commercial risks and
that constituted 70 or 75 per cent of the
premiums, wouldn’t that be more benefit
to the people to reduce that rigsk than to
reduce the other 25 per cent?

A. It would not be more benefit to
the greatest number of people, it would
be more benefit tc the State at large.
It would not be more benefit to the
largest number.

Q. (By Mr. Smith.) . Isn’t a fact
that under the present schedule in Texas
business is being done at a loss?

A. It has been so asserted.

Q. Would you make a rate for a
specific class or would you make a maxi-
mum or minimum rate?

A. I very much favor a special rate,
a fixed rate.

Q. Now, referring to the matter of
Mr, Terrell’s inquiry, suppose that the
maximum rate fixed by the Board is

. the lowest rate at which the companies

may operate and make a reasonable
profit—and the Board that would make
any higher rate would certainly be.in
dereliction of its duty—to the people;
suppose the Board, following out its
duty, makes a maximum rate at which
a class of insurance may be written as
low as can be made and yet the com-
panies make a reasonable profit; now,
after that rate is fixed, if anmy company
happens to cut that rate and go below.
it on a competitive basis and sacrifices
its profits, the people of the State who
have gotten it are the gainers and no-
body is the loser; isn’t that true—ex-
cept the companies?

A. Well, the company can’t keep that
up very long,
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Q. No, sir, I realize that; but what
I am wanting to ask is, so far as the
people are concerned, that it is better
for the Board to fix a maximum rate—
fix it at the lowest rate that the com-
‘pany can make a reasonable.profit on
and then let them cut it if they wanted
io? '

A. They can’t cut their throats with-
out cutting the throats®of the people,
because after they get down to a point
where they injure their stability, they
injure the safety of the people of the
association..

Q. When they write the business
where it would be unstable on insurance,
they can’t cut any lower than that. But
then the' people will let them destroy
their profits if they want to; now that
could not hurt the people, could it?

A. Not if they have a profit to de-
stroy. There is one thing I would like
to illustrate; for instance, I don’t um-
derstand that - that bill, Mr. Cureton,
that reductions below the maximum rate
as may be fixed by the Insurance Board,
shall be done uniformly; that is for the
benefit of all customers of that class.
It seems if anything of that kind were
allowed,. there ought to be a provision
there that any company which reduces
its rates on any particular class shall
give that to all of its customers.

Q. That is the meaning of the bill

A. T don’t think it so expresses it.
- It seems to me that in all fairness it
ought to be that way. As long as the
company has a profit to sacrifice, they
ought to sacrifice it that way, but when
it cuts the profits, the people pay for it.

Q. So far as the people are concerned,
there is mno reason why the company
should not sacrifice its profit.

A. TUnless they take it from another
risk to enable them to pay the loss on
that class. ‘

Q. Bui under the provisions of this
bill they could not do that if the pro-
* visions are carried out?

A. T don’t know about that. .

Q. Mr. Vaughan has suggested this:
Isn’t it true that some companies write
. at a less expense than other companies?

A, Yes, sir. 1 think there is some
diiference in their expense ratio, but not
any very great difference.

Q. Not a very great difference?

A, T don’t think there is any very
great difference.

Q. (By Mr. Smith.) With the con-
ditions that Mr. Cureton speaks of-——
fixing the rate on insurancé—the possi-
bility of cutting it down, would it not
then be, on the part of the insurance

companies to their interest to bring
about a condition that will reduce the
fire waste or fire loss?

A. T think that it would.

Q. Wouldn't it be directly in line
with our interest?-

A. T think ii has always been bene-
ficlal to the companies to reduce the
fire waste under all circumstances.

Q. Cut their profit off?

o A. There would be more interest in
it.

Q. (By Mfr. Terrell.) Mr. Stacy,
Mr. Cureton suggested that if you have
a maximum rate, which will be a rate
only large enough to allow a reasonable
income to the company, if the com-
panies reduce it, won’t it tend to make
the smaller companies dangerous and
won’t it make their policies of less value
and make people more liable to lose in
case of fire? . .

A, T think so, if they meet a rate
that is below the reasonable rate,

Q. " Below the reasonable rate; don’t
you mean by reasonable rate a rate that
will leave them a reasonable profit?

A, Yes, sir.

Q. I don’t believe the State is inter-
ested in having the insurance companies
run for their health, do you?

A. No, sir. .

Q. And you believe that they ought
to have a reasonable profit? '

A.. T think they ought to have a rea-
sonable profit. .

Q. But don’t you believe that on each
classification they ought to have a rea-
sonable profit on that classification, so
that one shall not pay for the other?

A. T think so.

Q. And don’t you believe that in case
the companies are allowed only to make
a reasonable income on each classifica-
tion, but owing to competition they re-
duce on one clagsification that they will
go before the Board and if the Board
don’t grant them relief, they can go be-
fore the court and make proof that they
are losing money and raise some other
classification? )

A. Well, if they go before the Board
on the basis of the different classifica-
tions, T guess they would have to com-
plain of the classification that it is too
high or too low. v .

Q. But wouldn’t it be rather a hard
matter for the Board to get the proof
on that matter? ! '

A. It might be, and the companies
might demand that all of the classifi:
cations be raised in order to give them a
sufficient income. i

Q. Now, if the rate is fixed abso-
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lutely so as to allow the companies only
a reasonable income, from each classifi-
cation, wouldn’t that be the most equit-
able manner of assessing it both to the
companies and to the people generally?

A. I think so.

Questions by Mr. Moller:

Q. Mr. Tracy, what do you under-
stand by a reasonable rate that is here
discussed under this bill in this way?
Say that you are the agent of the Liver-
pool, London and Globe and you can
afford to insure class A for $1.50, but
it throws all other companies to the
wall, does the reasonable rate of this
bill apply to your company only or to
the average companies of the State?

A. T should think the average.

Q. That being the case, and in my
opinion the only science that can be
made in any State arrangement, like
the Railroad Commission, how can you
have a maximum or minimum rate if it
is not made on the average of companies
doing business in the State?

A. Well, you would have to have an
arbitrary rate.

Q. How can you have a maximum
and minimum rate?

A. You can not have a maximum and
a minimum rate. You can have a maxi-
mum or a minimum.

Q. Well, T believe that is getting a
little fine.

A. I don’t mean to criticise your

question; I don’t understand exactly
what you are getting at. :
Q. If the Liverpool, London and

Globe can take a risk at $1.50, but the
Seaboard, for instance, at Galveston, in
which T was, unfortunately, a stock-
holder in same—if they cannot take it
for less than $1.75, and still is a well-
managed, good, honest company, what
would be the duty of the Board under
a circumstance of that kind?

A. T think it would be the duty of
the Board to consider the experience of
a number of companies together and take
their average.

Q. But this bill, as I understand,
reads that if any company in the State
—well managed, sound company—any
company must be able to make a liv-
ing.

A. T should answer that this way:
That this average ratio being taken as
the maximum rate—that is, the aver-
age maximum for the average number of
companies in the State—would be fixed
as a maximum rate, and then any com-
pany which can not write business at
that rate ought not to write that class
of risk.

Q. That is the average companies.
There is no question between you and I
on that. The bill is not so drawn that
I have seen, and I want the information.
We can not take any notice of any par-
ticularly weak company in the State,
even if it is well managed.

A. No, sir.

Q. If it can not do business on the
average basis of*the others then it must
go to the wall like a railroad, but if
yvou should establish a rate for all the
companies and take them all on an aver-
age and any particular one can not do
business it will have to go by the board,
but if they keep to these maximum rates
as we are talking about of the Liverpool,
London and Globe, and the ILiverpool,
London and Globe can afford to cut that
maximum rate, if the weakest ones can’t
do the same way, won’t they be driven
to the wall?

A. Well, I don’t understand that any
company can write all risks cheaper than
other companies, but it is only certain
classifications they are able to write
cheaper thin the others, by reason of
some particular volume of business that
they enjoy in that line, and if the Liver-
pool, London and Globe and the ma-
jority of the companies in the State
can write certain classifications at the
average rate, maybe fixed as the maxi-
mum rate, and the Seaboard and some
other company cannot write that classi-
fication at that rate, these particular
companies can refuse to write that par-
ticular classification and confine their
business to particular classifications
that are profitable to them.

Q. Generally speaking, at the end of
the year it don’t make any difference
how many classes they have got, the
question is, have they got anything in
the treasury?

A. Yes, sir, that is the vital ques-
tion.

Q. If they have nothing, they have
been driven out by some cause or other,
and if they are not able to do business
on the average basis they would have
to be driven out. I don’t see any remedy
for them. But what it particularly
states, as I understand the bill, that if
any company, well managed, makes a
complaint that the other companies, or
a company makes a rate under the maxi-
mum by which it can rot live, then the
Board must raise the rate of the others
up to a living basis.

A. T don’t understand the bill quite
in that sense. Tt don’t seem to me that
that provision ought to be there to that
particular extent. The rate ought not
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to be applied to suit the requirements
of one company, but it ought to be the
average company.

Quest:ons by Mr. Reedy:

Q. What would be the effect of strik-
ing out the co-insurance clause of poli-
cies; what would be its practical effect,
both to the companies and on the insur-
ing public?

A. Well, the effect—

Q. On the annual fire losses?

A. What effect would it have on the
annual fire losses?

. Yes, sir.

A. Well, T don’t know that it would
have any particular effect on the fire
loss. It would rather, in my opinion,
benefit the fire loss a little; the effect
of the co-insurance clause is to cause
more insurance, and the effect of more
insurance is generally more fires.

Q. To strike out the co-insurance
clause, would it not have the effect of
increasing risks?

A. No, sir, I think it would have
a beneficial effect on the risks.

Q. Why?

A. Because there would be less in-
surance carried and people would exer-
cise greater care.

Q. Now, passing from that proposi-
tion to another; you are acquainted
with the new cormamercial risk proposed
or promulgated in Texas, I take it?

A. Commercial rates?

Q. Yes, sir. Rates—the premium
charged on commercial business in
Texas?

A. Yes, sir.

Q. Well, now, some of these are com-
plained of as being very high. I will ask
you what your opinion is of those rates
or a greater per cent if they are in any
way excessive?

A, Not since the Fire Rating Board
reduced them 25 per cent.

Q. Well, but on the basis as origin-
ally written?

A. T think the rates before the re-
duction made by the Board were too
high as a rule. Although I think the
general scheme of the schedules is equit-
able and correct as applied, it seems to
me to run the rates a little too hlgh

Q. How long have you been in the
insurance business?

A. A little over twenty years.

Q. A little over twenty years"

A. Yes, sir.

Q. Now, I believe you have said you
have only read the bill once that is
under* consideration?

A. The Cureton bill?

Q. Yes, sir.?

A. Yes, sir.

Q. Now, I am just asking this ques-
tion in substance as I have got it here:
Regarding the Fire Marshal feature of
the bill, do you think that is adequate
for the purposes of minimizing the
losses, or rather reducing the fire losses
generally, of the State?

A, I don’t know that I can express
an opinion as to the provision for a
Fire Marshal in this bill. I am sure that
if the Fire Marshal feature is properly
carried out it would reduce the fire
waste of this State.

Q. Now, this bill, if I recollect it
right, does not make any provision by
which the Fire Marshal can cause the
removal of combustible material or
things of that kind which cause fire.

Mr. Cureton—Yes, it does. ,

Q. Well, T didn’t know that. T just
thought that he had the power to sug-
gest but not the power to compel.

A. T am not familiar enough with the
bill to express an opinion on that point.

Q. TIs there more competition now in
the insurance business than there was
before the Fire Rating Board was cre-
ated?

A. Competition?

Q. Yes, sir.

A. TIn a certain sense there is mno
competition at all now.

Q. Was there any in fact before, ex-
cept this occasional cut-throat business
that was practiced?

A. Tt was not real competition. It
was just see-sawing and cut-throat
practices,

Q. The competition now; is it your
opinion that the competition now—you
say there is none at all—is it more or
Jess than it was before the Fire Rating
Board was created? .

A. Well, there is no competition at
all now, having a fixed rate; of course,
everybody writes at the same rates.

Q. Didn’t they do that practice be-
fore?

A. They dld wherever they had a
chance.

Q. Don’t you believe that our Board,
if they have the scientific method, can
do that as much so as the insurance
companies and give satisfactory results?

A. TIf they employ the proper talent
they can.

Q. Taking it for granted that Texas
will get the best talent; we pay “lib-
erally” and ought to.

A. (No answer to last question.)

Mr. Vaughan—Let me make a sug-
gestion. We have been here something
more than an hour, and I will suggest
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that such questions as are hereafter
asked be such that they have not already
been asked; any new matter that any
one wishes to bring out is all right.

Questions by Mr. Baker:

Q. Mr. Stacy, I would like to have
you state what relation the volume of
business bears to the expense of man-
agement of the insurance companies;
does it bear the same relation that it
does to the ordinary mercantile busi-
ness?

A. 1 don’t know about the ordinary
mercantile business. It takes about 35
per cent to do the business.

Q. The larger the volume of busi-
ness the smaller the ratio of expense?

A. You mean can a large company do
business on a smaller ratio than a small-
er one?

Q. Yes, sir. That rule holds good in
most large concerns. _

A. It would seem so, although with
“most of the insurance companies I don’t
think in the same extent, for the reason
they fix the same commission to all
agents.

Q. They fix a basis charge?

A. There would be some considerable
difference in office charges, but that is
rather small in per cent to the other
expenses, but this office expense is a
small item compared with the other ex-
penses, like commissions, traveling ex-
penses of special agents and things like
that. .

Q. A company with a very large
volume of business could actually do an
insurance business at a less rate than a
smaller company?

A, It could as to these office expenses
only. I think that would be the only
item less. It takes a certain number
of men to cover a certain amount of
territory in the way of special agents
and inspectors, because each business
has some men and some expense; a
large business has more men and more
expense, but of course the office busi-
ness would be lessened to some extent.

Q.  The idea is that the small company
would be unfortunate, like any other
small business in a small company?

A. My opinion is that a good many
small companies have as low an ex-
pense ratio as the larger ones; prob-
ably not any of the larger omes, but the
average larger ones.

Questions by Mr. Hill:

Q. Are you in favor of or opposed
to the repeal of the present law?

A. I am opposed to the repeal of
the law unless something is left in the
place of it.

Q. What would you suggest as a
proper amendment to the present law?

A. I don’t have any objection to the
present law from my observation and
experience, except the one feature of
rates, which ought to be submitted to
the Board and approved by the Board,
before they become effective.

Q. We agree with you on that.

Examined by Mr. Tarver:

Q. I would like to hear you state
briefly your reasons for preferring ab-
solute to maximum schedules.

A. Well, because it would be some-
what simpler in Texas and it would
prevent the possibility of diserimina-
tion. I stated this morning ' that I
didn’t think there would be any proba-
bility of discrimination; I don’t think if
a maximum rate is fixed there is mno
probability of companies being forced
from competition' or undue influence or
any effort to reduce their rates on any
given class of risks like large jobbing
interests or anything like that. I think
maximum rates are fixed at a rate as
low as they can, they will stick to the
maximum rate on the large risks as
well as the small. It would be best
for them to reduce the maximum rate
on a certain class of risks; I would
favor, as a preventative of discrimina-
tion, the maximum rate or a fixed rate.

Questioned by Mr. Loony:

Q. What per cent of the people have
scanned or ever scanned a policy or
questioned any of the terms of the
policy or any of the clauses that are
attached to the policy?

A. Why, I don’t know that I can
answer that very specifically. Very
few people, as a rule, read their poli-
cies or pay any attention fo Iits
clauses, .

Q. Isn't it a fact that the insuring
public simply accepts the contraet that
the companies tender them at the rates
fixed by the local agent?

A. Very largely so. It depends upon
the local agent.

Q. That grows out of the particular
use and customs of the business and
the only knowledge they have to deal
with?

A. Yes, sir, I think so.

Q. And it is practically an ex parte
contract, is it not?

A. Well, it works very much that
way.

Q. Yes, sir.

A. Of course, among the mercdntile
hazards, or risks, the larger onmes, a
great many of them, have clerical force
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that look after the insurance they do.
They look after the policies.

Q. That is the class that have been
kicking about this law?

A. Yes, sir, that is the very class.

Examined by Mr. Terrell:

Q. Isn’t that the same class, if any
rates are reduced, under maximum
schedule, that get the benefit of the re-
duction?

A. T think so. )

Examined by Mr. Cureton:

Q. Suppose that we repeal the pres-
ent law and go home and dwell in legis-
Tlative peace and political rest—what
will happen to us in an insurance way?

A. T think you would wish you were
-never born.

Mr. Terrell-—You mean we would wish
we had never been elected to this Legis-
lature?

Mr. Cureton—You mean by that, Mr.
that in view

Stacy, of the in-
surance companies having spent a
quarter of a million dollars in
this State in promulgating a rate

and bhaving done this outside of the pale
of the anti-trust law, that these gentle-
men would have intelligence enough to
follow the rate that would cost them
so much, and if that rate was an un-
just rate we would simply have to put
up with the unjustness that the Retail
. Hardware Dealers’ Association com-
plains of?

A, T think it is human pature for
them to make the objection.

Mr. Vaughan—Is there any citizen
here other than a representative of an
insurance company that desires to ask
a auestion?

Questions by Mr. Brown F. Lee:

Q. General, to what extent has the
trouble since the first of January been
caused bv the little red riders?

A. That has been nearly all the trou-
ble. Of course, the people generally un-
derstand that when the policy is pre-

. sented to them exactly what it meant;
they did not pay much attention to them
in fact.
way that they would be expected to re:
adjust their premiums under the mnew
basis, but that has caused all of the dis-
satisfaction, you might say, with the
present law.

Q. Tt is all right when coming back
to the insured?

A.  Yes, sir, they are satisfied if thev
get the return premium and generally
kick if they don’t. But the objection to
that in its operation seems as to the
operation or application of the rates,
when nothing is said for a couple of

They understood in a general

months and most of them for four or
five months, and therefore mno insurer
understood exactly how it would affect
him, and when he found that he had to
pay a considerable increase in rate by
reason of certain defects in his par-
ticular risk, why, he get very wrathy,
and more wrathy when he learned that
there was no appeal from the fact that
he had to pay the rate from the first of
January on. There is no way of correct-
ing it. .

Q. Now, then, if the present law
could’ be so amended as to have the
rates placed—and the rates fixed defi-
nitely at a given period befor the law
became effective, do you not think that
would be satisfactory?

A. T think so to a very large extent.
I think if that could have been done
in the first place there would not have
been any objections to this law.

Questioned by Mr.. Terrell:

Q. Don’t you think a little better
name for the little red rider would have
been “little red devil?”

A, Well, there was no other way to
carry business forward at that time ex-
cept by the little red rider. Probably
it would have been better to have had
some other color, but it was the only
way in which business could be trans-
acted, because no one could apply the
general basis schedules and the policies
had to be written at a temporary rate
until specific rates could be announced.

Examined by Mr. Nichols:

Q. T would like to ask if that part
of the present law and also the pro-
vision of the proposed bill which re-
quires the companies to reimburse the
State for the expenses of the making
of the new rates is satisfactory to the
company?

A. T can not speak for the company.
I don’t think it is.

Q. 8o far as your opinion? _

A. T think the companies are op-
posed to paying the expense, or any
expense that they can avoid.

Examined by Mr. Terrell:

Q. That is rather natural, isn’t it,
Mr. Stacy? .

A. (No answer to this question.)

Q. (By Mr. Nichols.) Have they
made any protest?

A. T think they—

Q. Have they made any protest of
any sort?

A. T have not heard of any.

Questioned by Mr. Hill: _

Q. If the amendment suggested by
you a while ago that no rate shall be
effective until approved by the Board,
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don’t you think the law would be ade-
quate in every other respect?

A. Yes, sir, T think so.

Mr. Vaughan—The gentlemen repre-
senting the insurance companies desire
to ask some questions, probably.

Examined by Mr. Scruggs:

Q. Theyv asked vou just now if they
repealed the law and went home and
turned the companies loose, what your
opinion was; you replied that they would
wish they had never been born. I would
like to ask you whether or not there
was any complaint by the public at the
treatment they received at the hands
of the insurance companies before this
law went into effect? .

A. Yes, sir.

Q. The public?

A. Individuals.

Q. Was there any complamt at the
treatment they received?

A. Individuals.

Q. What was the nature of their
complaint?

A. Well, one fellow complained at
another fellow getting the best of him.

Q. If he did, didn’t he get a lower
rate?

A. Sometimes he did and sometimes
he did not.

Q. TIsn’t it a fact that the majority
of the complaints against the condi-
tions that prevailed prior to the passage
of this law, the local agents, weren’t
they the ones that did the most of the
kicking?

A. Yes, sir. The local agents were
the ones particularly who favored the
passage of the recent law.

Q. - What percentage do youn think of
the public citizens, who had policies,
ever complained against the treatment
they received?

A. T don’t think T can name them.

Q. Don’t you know that the ma-
jority got what they wanted, or were
satisfled with what they 0'0’0‘7

A. T think so, yes, sir. Those who
were sharp enough to keep down the
rates got what they wanted, but the
large number of—but the largest num-
ber of insurers did not get their rates
brought down, and probably did not
know that they were paying too much,
or didn’t pav any attention to it.

Q. But did they make any complaint?

A. Not as an entire class; only as
individuals.

Q. Now, they asked you a qhestion
just now Whether or not the Rating
Board couldn’t employ the same experts
to apply the schedules that the insur-
ance companies could and you answered

The people, now?

yes. Don’t you think that the Rating
Board would not have the same inter-
est in employing as high class talent
to produce the rates as the insurance
companies themselves would have?

A. They ought to have.

Q. I asked you if you thought they
have? :

A. Tf they have the money to do it,
they have.

Q. Do you think that the Commis-
sioners on a salary of $2500.00 a year
would have the same interest as the
expert who is getting $5000.00 a year
in applying the rates to the schedules?

A. T think they would do it.

Q. Do you think they would be sat-
isfied to have those kind of men work-
ing with them?

A. T don’t know how satisfied they
would be, but T don’t think they would
be affected.

Q. Do you think they would do it?

A. T think so.

Q. You think if they were employ-
ing the same talent that the companies
were that they would have the same
interest in the results?

A. Not necessarily the same amount
of talent called for. I think if the
money was available, they would em-
ploy the best talent they could get.
That is my impression of the personnel .
of the present Board at least.

Q. How long, in vour estimation, do
vou think it would take the Rating
Board to rate the State of ‘Texas, even
if they were to employ the same ex-
perts used by the companies?

A, Tt is alread_v rated.

Q. No, it ain’t.

A. T don’t know that I could name
any length of time. -

Q. You could not tell?

A. No, sir.

Q. Suppose they were to change the
schedule and make a new one, how long
do you think it would take to rate the.
State of Texas?

A. T don’t know.

Q. When they asked you the ques-
tion here about the co-insurance clause
vou replied by stating that in a dam-
age loss the policy holder would have to
pay one-fourth of the damage loss?

A. Company?

Q. No, pohcv holder.

A, Yes sir, the company.

Q. Yes, the company would have to
pay one- fourth. Now, T want you to
make it perfectly clear to these gentle-
men; that was a hypothetical case
based upon the fact that he was carry-
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ing only one-fourth as much -insurance
as he ought to carry.

A. Yes, sir.

Q. And the per cent was larger in
proportion to the-—as he carried more
insurance?

A. Yes, sir.

Q. Some may get the idea that in
case of a loss on the policy he would
get only one-fourth?

A. The question asked me was where
he carried $2000.00 on an eight thou-
sand dollar loss.

Q. I understood your answer per-
fectly, but I was afraid some of these
gentlemen would not get it clearly what
this co-insurance clause means.

A. T think they understood it.

Q. And your example was that if
they were carrying .one-fourth—they
were carrying one-fourth 6f 80 per cent;
now if they were carrying one-half,
they would only collect one-half and if
they carried three-fourths, they would
collect three-fourths?

A, Yes, gir.

Q. T just wanted to make that plain
in the record.

A. Yes, sir.

Q. Now, Mr. Looney asked you this
morning some questions about the over-
insurance proposition and if you could
suggest any way by which over insur-
ance could be prevented, and I believe
you stated you could not?

A, T stated afterwards that you
could make it a misdemeanor for over
insurance.

Q. Don’t you think if they would
incorporate in this bill a provision that
no policy holder would be permitted to
collect more from an insurance com-
pany than the value of his property that
that would correct it?

A. T think that would.

Q. And then in the event the insur-
ance company collected premiums on
more than he could recover, or rather
if the policy was written for more than
the value of the insurance, that the in-
surance company should be required to
refund to him the excess premium ecol-
lected ?

A, T think that would be an excel-
lent provision,

Q. Wouldn’t that prevent over in-
surance?

A, T think so. It is a good sugges-
tion.

Q. Now, you started out this morn-
ing by stating that before this law was
passed that diserimination was ram-
pant? P

A. Yes, sir.

Q. Why was it rampant?

A. Because there were no fixed rates,
and because the companies allowed their
agents to take insurance on various
risks at any rate they could get.

Q. Why did the companies permit
the agent to do that?

A. Because—to increase their volume
of premiums. .

Q. Wasn’t it because of the anti-
trust law and they could not help them-
selves?

A. Yes, sir.

Q. Wasn’t it because they could not
make any rates and give to the agents?

A. Certainly. That is, the premium
cost, but the companies did not have to
take a risk if they didn’t want to.

Q. You have been in business twenty
years?

A. Yes, sir,

Q. That was before the passage of
the anti-trust law?

A. Yes, sir.

Q. Didr’t they furnish you schedules
to collect before the passage of that
law?

A. Yes, sir.

Q. Didn’t they prepare these sched-
ules in a similar manner to what they
prepare them now?

A. Yes, sir., -

Q. Haven’t they always used every
effort in their power to produce a fair
and equitable schedule of rates and to
reduce the fire waste if possible so far
as the law has permitted them to do so?

A. T think so.

Q. You changed your testimony in
regard to the Fire Prevention Associa-
tion; ean you explain to this bunch
of gentlemen what the object of that
association is?

A. T think the object is just what its
name implies.

Q. . Wasn’t that the only association
which the law of the State of Texas
permitted insurance companies to form?

A. 1 don’t know about the law per-
mitting that. I am more familiar with
the workings of that association.

Q. You don’t know. anything about
that?

A. .Further than once in a while we
get a bulletin from them.

Q. They do not make any rates?

A, T don’t think they do. -

Q. Don’t you know that that asso-
ciation furnishes the various insurance
men; that the association performs in-
spections for all the companies, by
which the risks are judged?

A. Al the larger risks?
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Q. Yes, sir, any risk they go to;
haven’t you seen bulletins sent out?

A. I just judge by the fact we only
receive an occasional bulletin that only
explains about the larger risks.

Q. Isn’t it a fact that all of the
companies act under the law?

A. I think so.

Q. Don’t you know that if the busi-
ness is taken out from under the anti-
. trust law and no other law passed at
all they would again make rates on an
equitable basis?

A. I think so, probably.

Q. Why, then, would it not produce
all the necessary results to repeal this
law and take them out from under the
anti-trust law and go homer

A. Because I don’t think it is possi-
ble for you to get from under the anti-
trust law.

Q. When they pass this bill, they
take us—why can’t they take us out
from under the anti-trust law if it will
produce greater results?

A. They are not willing to do it
without tying a string to it. It would
not necessarily produce the same re-
sult.

Q. Don’t you think it would change
their experience before it went into
effect?

A. Well, I am not prepared to say.
I think it very much out of the ques-
tion. I don’t think the companies would
take advantage of the people. If it was
back like it was before -the anti-trust
law was passed, I think they would deal
equitably by the people, but if they did
not do it, there would be no way of com-
pelling them to do so.

Q. Don’t you think that competition
would do it just the same as—

A. No, sir.
Q. You don’t think so?
A. No, sir.

Q. On this question of classification,
Mr. Cureton asked you several questions
as to the necessary information by which
to compute it. I believe that your tes-
timony showed that you thought that if
they would get hold of the necessary
information that the Rating Board
could apply the rate as well as the in-
surance company could?

A. If they could get the necessary in-
formation and employ the proper help.

Q. What is the necessary informa-
tion, in your opinion?

A. The experience of the companies
and their classifications.

Q. Experience and classification?

A. Yes, sir. .

Q. Would you base a rate upon the
loss ratio after you received that?

A. You understand I am not posing
here as a rate expert.

Q. I am trying to ask you, to get
the information before these gentlemen..

A. T think you would have to use
the experience of the companies and the
loss ratio.

Q. I am only trying to get the in-
formation for these men.

A. T am willing to give all T can
truthfully.

Q. I will try to help you a little bit.
T want to know all the information you
think would be necessary. _

A. As I understand, they would have
to have a classification experience and
the loss ratio.

Q. You mean by that the experience
on the class and the loss on that class?

A. Yes, sif, .

Q. When they get the income on that
class and the loss on that class, would
vou base your rates on that class from
the loss ratio thereby shown; do you
think that would be a fair basis upon
which to predicate the rate on that
risk; for instance, say that the income
on a dwelling house is 50 cents, do you
think the loss ratio would be a fair
basis upon which to predicate the ra-
tio?

A. If it is based on sufficient pre-
mium.

Q. Suppose that a dwelling burns
from a cause that is not attributable to
that building, would you be able to
charge it up to buildings, dwellings when
they didn’t cause the fire?

A. No, sir. If it is subject to simi-
lar conditions and are usual to similar
classes and the experience.

Q. ZExperience of what?

A. On the different classes. _

Q. Now, what per cent of the losses
could enter where the record of the
cause is unknown?

A. T don’t know.
while ago.

Q. Don’t you know that in a great
majority of them the causes are un-
known; you can’t arrive at the cause
of the fire?

A. I don’t know whether it is the
majority, but certainly a great part.

Q. Now, then, in a great number of
fires the causes can not be obtained.
How are you going to clasify these
losses to find out what class of busi-
ness should pay the rate, or how to
make the rate on it, when you don’t
know the cause of the loss?

A. You would have to base it largely

I guessed at it
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on the actual experience of that class-i-'
fication.

Q. You don’t know the experience,
because you don't know the cause of
the fire?

_A. You would have to get it as near
as you can,

Q. Don’t you think a fair basis upon
which to predicate a rate would be
upon the fire cost of the risk rather
than upon the loss ratio obtained here
on the premiums; I mean if a brick
building is susceptible to a 50 per cent
damage and a frame building $1.00, the
frame you' rate twice as high as the
brick ?

A. T don’t know as I can tell you. I l
would base it on the actual experience
for a term of years.

. Q: Tf you can get the actual experi-
ence. We would be in the shape of:
lots of insurance companies, but the
trouble is neither the companies nor the
Board, nor anybody else on the face of
the earth can ever get the actual ex- |
perience.

" A. Tt would average up pretty well,
I should say, through a period of ten
years. :

Q. I was going to ask you that. Then
you think when you begin this classi-
fication and get this information, they
do not have a proper information upon
which to make a rate until they .do get
it up for at least five years?
~ A, No, sir. I think they would have
to collect this information for a period
of at least five years.

Q. They can’t get that?

A, .That is news to me.

Q. I couldn’t give it to you, for I
have not been in business long enough
and have not kept that record long
enough; maybe Mr. Cochran’s office has
it.

A, They will have to get it from
him.

Q. I have not been in business that
long. .

A, Mr. Cochran have, some one have
it—

. You won’t get
classification?

A. Well, you would have to take the
best you could. .

Q. The point I want to show the
gentlemen by these questions that it is
an impossibility to get -a proper classi-
fication unless you get sufficient infor-
mation to show what the rate is and
vou can’t get it then unless you can get
the causes of the fire. '

A, All T meant in answer to the
question was that the Board would do

an impartial

as well as the insurance companies if
they had the same information.

Mr. Smith—Can I butt in on that
just a minute? Tsn’t there another
hazard there; that is, a holocaust that
happens at various times?

Q. Now, the classification of the
companies show all losses, as Mr. Smith
has suggested, including conflagrations;

: do you think it would be fair to count

in the conflagration of the dwelling
houses in Fort Worth last year?

A. T suppose there is some way of
arriving at the conflagration hazard by
taking the record for a certain period
of time. I don’t know what it is, but
I know that there is a conflagration
hazard, figured in this basis schedule for
Texas.

. Q. That is put into this—

A. Yes, sir; that is the first esti-
mate.

Q. But what about immense disasters
like San Trancisco?

A. That would have to be included
in some way.

Q. Can you tell these gentlemen
whether or not the insurance companies
throughout the United States raised the
rates any at all to take care of the San
Francisco conflagration?

A. T don’t think they did.

Q. If you are going to base your
rates upon the loss ratio, it is neces-
sary to take a thing of that kind into
consideration?

A, Take into consideration—

Q. They could not take it?

A, Take it—a great many companies
have set aside a conflagration reserve to
meet such as that.

Q. Only a very few.

Mr. Seruggs—In the discussion with
General Stacy of the valued policy law
he stated that other States had a valued
policy law and wanted the experience
of these States. I have here the twenty-
first annual report of the State of Texas
for the year 1895. I can not give you
this ‘book, but it is found on page 12;
it is a record of the valued policy law
in every State in the United States which
had it in effect at the time that the
book was printed, and you will find all
the information tabulated there that you
want.

Mr. Cureton—Can we keep that here
and have the stenographers copy it?

Mr. Seruggs—No, sir, because I left
my receipt for it and I must return if,
but you can get it down in the insur-
ance department. '

(The stenographer mnot having this
book at hand when this was transcribed,
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and unable to get it, is unable to put
{his information on record.)

Questions by Mr. Jalonick:

Q. T want to ask Mr. Stacy just a
few questions. One of them is with
relation to the co-insurance law. We
will assume that there are two men own
two houses adjoining down here for in-
stance on Congress Avenue. You insure
one of these houses for two thousand
dollars at a rate of one per cent; you
insure the adjoining house at the same
rate, one per cent, for eight thousand
dollars; you will have collected from one
man on eight thousand dollars and from
the other on two thousand dollars, or
$80.00 and $20.00. That is the equal
value of ten thousand dollars. Now, a
fire happens to those two houses we will
say simultaneously and they are dam-
aged each two thousand dollars; isn’t
the man who has eight thousand dollars
on his house discriminated against be-
cause he gets only two thousand dollars
on the eight thousand dollars paid for
and on an eighty dollar premium and
the man who carried two thousand dol-
lars collects two thousand dollars and
only pays twenty dollars; isn’t that a
discrimination against the man who
carried the eight thousand dollar insur-
ance ?

A. Well. in that way it might be so,
and in another way he got what he
paid for.

Q. Well, isn’t it the purpose of this
80 per cent co-insurance clause to
equalize these discriminations?.

A, Yes, sir, T think so.

Q. Now, Mr. Stacv, Mr. Cureton’s
bill provides that there shall be a maxi-
mum rate and that the rate—and that
no risk can be written for a less rate on
a certain class: but if the company
writes one risk of that class at a lower
rate, he must write every risk of that
class at a proportionately low rate.
Now, T want to ask you how the Board
can determine what other people for in-
stance can be benefited by that reduc-
tion. Who else in that class will get
the lower rate? We will assume now
to make a conerete. illustration that you
have reduced the rate on Mr. Tips; that
Mr. Tips has a rate as T understand it
down on Congress avenue of one per
cent; he operates a large store selling
wholesale and retail hardware; his rate
is one per cent. We will assume that
Mr. Stacy is willing to write Mr. Tips’
store for 90 cents. Now, I want you,
Mr. Stacy—DMr. Stacy is the witness—
to tell me who will be benefited by that
reduction of ten cents,

A. Well, under a proper application
of that bill, as I understand it, it will
work in this way: That under the
basic schedules there would be a sec-
ond charge for occupancy, for brick
building of wholesale and retail hard-
ware stock and there would be what is
called an occupancy charge of say twen-
ty-five cents or ten cents.

Q. It is ten cents for a wholesale
hardware store.

A. Suppose some company is willing
to write that particular risk for five
cents, they would then have to list
every wholesale and retail hardware
stock in Texas for five cents imstead of
ten cents.

Q. You know, and I presume everyone
here does, that there are hardware
stores that are detached; that there are
hardware stores that are in frame build-
ings. Do you think that there should
be that same proportionate cut of five
cents through the wholesale hardware
store?

A. It would only apply to the occu-
pancy side.

Q. It would apply to a class identi-
cal with Mr. Tips’ store? '

A. It would not.

Q. I am talking of the same size
building; same area; same number of
floors; well, now, where would be your
class; how many hardware stores of the
same area; of the same number o1
stories with the same protection, are
there in Texas like Mr. Tips’?

A. T don’t think it could be particu-
larized that way.

Q. I want to understand from you
what is a proper application. Tt seems
absolutely impracticable because of this
particular custom, but so far as my
knowledge has been there is:not perhaps
another store identical with Mr, Tips’
in the State of Texas; therefore, there
would be no class under that reduc-
tion. :

A. T don’t think you have stated the
case correctly. It could not apply that
way as an identical class. It would
have to apply for the occupancy or the
area, or something of that sort, as a
general rule. It could not apply to Mr.
Tips’ store direetly.

Q. Now, take that as a wholesale
hardware—and I mention Mr. Tips
specifically so that we could get some-
thing here everybody understands; now,
yvou have written that rate, we will as-
sume for the sake of argument; that is,
the rate under Mr. Cureton’s law, is
one per cent. You have a company in
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your office who is willing to write that
risk at ninety cents.

A, Not that particular risk; but that
class of risks,

Q. Tt may not be that particular
risk. I selected a particular risk to try
to get a practical illustration of the
application of that class—reduction of
that class.

A. But I think you are complicating
the application.

Q. I am not complicating it—

A. You mean my idea is not plain
enough on that point?

Q. I think absolutely it is impracti-
eal in its application because it says
that the companies must reduce the rate
on that class to the same rate that they
have to Mr. Tips, for instance, a whole-
sale hardware store on Congress Ave-
nue; now, what constitutes that class?

A. I would call it the hardware
class; the retail hardware class, which
would only be a reduction in the occu-
pancy charge?

Q.. Now, here is some one in Ennis
that has got a retail hardware store
and who has a frame building next to
it and there is another hardware store
in El Paso, for instance, that is in a
frame building; now, do you think that
reduction—do you understand the law
that that reduction of ten cents applies
to all the retail hardware stores with-

" out reference to their comstruction, from

location of other ccmstruction?

A, That would depend largely upon
the applying of the schedule.

Q. That is what I would like to
know from Mr. Cureton. Now, Mr. Cure-
ton, how would you classify that? What
would be the class?

Mr. Cureton—Of course, I am not a
rate-making man, but I assume that a
man who knows anything about rates
could fix a class applicable to Mr. Tips’
store. Of course, if the insurance com-
panies desire to reduce the rates on that
class, and they want to reduce it, I
don’t see any reason why they could not
do it. _ '

Mr. Jalonick—But here is the trouble

* T can see in applying it, is, that he is,

you might say, in a class by himself;
that while you may reduce his rate ten
cents, there is no other hardware store
identical with his that would have the
benefit of the reduction because it is not
identically located and protected and
constructed like Mr. Tips’.

Mr. Cureton—Of course, Mr. Tips got
his insurance by being classed in a cer-
tain class. That is the way the rate
was fixed with him originally. Now, if

you undertake to reduce the class in
which he was originally classed, why
you can’t do it.

Mr. Jalonick—I understand. What 1
don’t understand, how you can make a
class and put buildings of different con-
struction and in different locations with
different protection, and make a class
of them. I can understand that if there
are one hundred buildings identical with
Mr. Tips’ that you have a class, but I
don’t see how you can make a class when
he is in a class by himself.

Mr. Stacy—I don’t think there would
be any difficulty except as between
frame and brick buildings.

Mr. Jalonick—There you are fogging
again. This is the rate that is reduced
ten cents. This company, under the law,
must reduce the rate on every risk ot
that class ten cents. ,

Mr. Stacy—It reduces ten cents on the
retail hardware stock in a “B” building
in a block, and it would reduce five cents
on a hardware stock in a frame build-
ing. The exposure charges take care of
this.

Mr. Jalonick—There is no class be-
cause there is no other class identical.

Mr. Stacy—They don’t have to be
identical.

Mr. Jalonick—It should be for the ap- .
plication of the law.

Mr. Stacy—I don’t think so—within
the classification of the schedule. For
instance, we don’t make an extra charge
for a building under four stories high.

Mr. Jalonick—If that law can be made
applicable enough to apply to all hard-
ware stores or in some way, that, as 1
can see it, is a defect which makes it
impracticable in its application. I think
that sort of a law might go, but it oc-
curs that the more reasonable way to
determine rates is by making a specific
rate on every risk dependent on its con-
struction and its location.

Mr. Tarver—Your position is that you
can not classify rates at all?

Mr. Jalonick—Under the application of
this law, if I am representing a com-
pany, to illustrate the point. Mr. Stacy
here represents a company in Austin,
and T an: operating under this law. He
writes the risk below what I am willing
to take it for, to illustrate the point
further, for ninety cents, and the rate
is one per cent. The board says: Mr.
Jalonick, you must reduce the rate on
all risks of that class ten cents. Now,
I must get the board to show me the
class: what risks are in that class; Mr.
Tips is in a town that has a basis rate
of forty cents; he is on a street eighty
feet wide, four stories high—his building
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is four stories high and he has a floor
area of five thousand feet, and if you
will show me a risk of the same class 1
will reduce the rate, and for that reason
it does not occur to me that the provi-
sions exactly suit.

Mr. Tarver—You mean to say that the
companies in basing their classification
as to this don’t pay any attention to the

class which is given it?

Mr. Jalonick—Every case stands on its
own bottom absolutely; every risk under
this new law that is built; he goes and
measures the dimensions of the first
story, the dimensions of the second
story, and of the third story, and of the
parapet, and how far above the roof, and
how far above the ground it is, and
whether there are any skylights the
thickness of the floors, whether there

are foor openings, whether there
rafters, if there be rafters, now he
could have a dwelling, and when

they have finished the man who owns
the building, he is charged with the de-
fects and he is charged with the im-
provements of that particular risk and
that is his rate, and I venture the asser-
tion that there are not six risks of the
same identical character in the State of
Texas.

Mr. Stacy—The point I want to make
is that they do not have to be an iden-
tical risk to get the benefit of this re-
duction. You are stating the question
backwards. The procedure would be
this way: The insurance company would
notify the board that they are willing to
write retail hardware stocks at five or
ten cents less for occupancy.

Mr. Jalonick—I will ask Mr. Cureton
if I understand the law right. That if
a company is willing to make this redue-
tion,er if they go out and declare them-
selves that they are going to reduce the
rates on retail hardware stores—

Mr. Cureton—As the law is printed
you are correct, but under amendments
- as discussed you are incorrect. Under
the proposed amendment the company
which undertakes to cut any part of a
rate, or schedule rate, on any class of
building, or any part or any time which
goes to make up the substance of the
rate, will be compelled to file its sched-
ule with the board showing the reduc-
tion. For instance, we will say that Mr.
Davis pays well; we are willing to cut
down the penalty charge for an opening
in the building five cents. They file with
the board, and then it makes up a part
of their schedule rate in which the par-
ticular charge would enter.

Mr. Jalonick—Well, that would over-

 come that on the class.

You can see
the—

Mr. Cureton—I am glad you make
those objections because that is the way
I learn. ‘

Mr. Jalonick—Well, you have devel-
oped the matter so thoroughly that I
have no further questions to ask Mr.
Stacy except these few.

Mr. Cureton—I just want to ask one
question: ]

Mr. Scruggs asked you about this
element of conflagration hazard a few
minutes ago. Now, in the formation of
insurance rates, under all these books
we have had here and under this sched-
ule here, that have been prepared, they
start out with a basis for their key rate
and they put an arbitrary charge of
twenty-five cents to begin with as being
a part of the element that goes to make
up the insurance rate. Now, in that
original twenty-five cents is embraced a-
conflgration hazard—

A. Possibly so, and then they have
an additional conflagration hazard in
every town. }

Q. That is embraced in the rate for a
general conflagration; but say the San
Franeisco conflagration, there it is em-
braced in the original twenty-five cents
put down there arbitrarily by the man
who makes the rate book?

A. It ought to be, and I say the spe-
cific conflagration shows in the key rate;
there is an additional item; there is an-
additional conflagration hazard. This
original twenty-five cents by which we
are going to help out San Francisco is
embraced in the B class and there is
nothing absolute to the conflagration
hazard of the insurance business.

Questions by Mr. Scruggs:

Q. How do you know what the
twenty-five cents refers to?

A. I don’t know. I'say the majority
of it.

Q. -Is there anything in the schedule
that shows where they charge anything
for lightning hazard? .

A. Nothing to show it in the schedule
that I know of. )

Q. Is there anything in the schedule
to show the charge for the hazard of .
the elements ?

A. Not specifically. )

Q. Is there anything in the schedule
to show what is charged for the moral
hazard we have to get even with?

A. Not specifically.

Mr. Cureton—All these things that are
due to the acts of God, like earthquakes
or the San Francisco conflagration-and
other great hazards that come up
through natural causes, are embraced in
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the twenty-five tents arbitrary charge A. Yes, sir,
they put into the key rate. Q. And only sustained a two

A, [ suppose so.

Examined by Mr. Looney:

Q. According to Mr. Jalonick’s illus-
tration of two men down the street here
with two houses identical; one two thou-
sand dollars and the other eight thou-
sand dollars; one a premium of twenty
dollars and the other a premium of
eighty dollars; there was a loss sustain-
ed on these two buildings of exactly two
thousand dollars each and it was paid.
Now, he predicated upon that illustra-
tion a question, whether or not the man
who had paid eighty dollars premium
had not been discriminated against and
you answered yes, as I understood you?

A. I said in a certan way. I don’t
mean that he was actually discriminated
against because he went into a contract
with the assured. The result was a dis-
crimination to a cerfain extent, because
the man adjoining him got more for his
money than he did.

Q. Now, didn’t they both get the
same; didn’t they get what they bought
and paid for?

A. They both got the same amount
of loss, but one paid less.

Q. Suppose there had been no losg at
all; who is discriminated against?

A. They both had insurance for a
certain amount and paid a different price
for it.

Q. Didn’t they each get what they
paid for; protection to the extent for
which they paid?

A. One got more protection than the
other.

Q. He paid over—

A. One paid less; the lower premium
got more protection in proportion to the
amount he paid, to the other—than the
other. He got more insurance; he got
the same amount of insurance as the
man who paid more, but for partial in-
surance or partial loss; he got the same
insurance that would cover his probably
partial loss for less money than his neigh-
bor who paid for a large ramount of
insurance and would have been likely to
have lost as much as the amount of his
insurance on the theory that most losses
are partial losses.

Q. One man pays twenty deollars for
two thousand dollars and the other man
pays eighty dollars for eight thousand
dollars ?

A. The one that had the two thou-
-sand dollar policy had the advantage of
the situation.

Q. Didn’t he get his protection?
Didn’t the other man have six thousand
dollars the biggest—

thou-
sand dollar loss? :

A. Yes, sir.

Q. The point is, can that be any dis-
crimination there?

A. Tt is only a theoretical discrimina-
tion because they have got to base it on
the possibility of partial loss.

Q. The suggestion is made, suppose
he had lost two thousand dollars on a
four thousand dollar risk?

A. The party with two thousand dol-
lars oniy gets fifty per cent of his loss.

Q. There is a theoretical discrimina-
tion?

A. No, sir. He did not pay for it;
the other fellow paid for more than he
got. '

Mr. Jalonick—One question: And that
is, this co-insurance clause only applies
to property in protected towns; is that
your understanding?

A. T think so.

Q. I just wanted to make that clear,
that the eigthy per cent co-insurance
clause only applies to towns that have
water works; the man who is not ac-
quainted with the idea—the proposition
of the large losses; the probability is
that he has got a ten thousand dollar
house, and where they have a well
equipped fire department they will put
the fire out before he suffers more than
two thousand dollars; he gets the best
of it. That does not apply in unpro-
tected towns. In unprotected towns the
risk is written with a three-fourths
value clause and in case of damage they
only collect up to seventy-five per cent of
the value of the property.

Mr. Smith—I don’t understand that
we are attempting, in any way, to re-
peal the valued policy law, Mr. Hud-
speth over on the other side of the
house represents, and some of these
smiling men who represent the fire in-
surance companies, he is talking about
the effect of the law and the repeal of
the law, and making a three-fourths law.
I suggest when they don’t pay but three-
fourths of the insurance, that they re-
turn one-fourth of the premium. It
reminds me of the man who takes one -
of these gold bricks or gold bond poli-
ciegs in a life insurance company; if he
dies early, he gets the benefit of the
whole thing, and if he lives it out, he
gets stuck. It looks like at the same
time our fire companies, if he burns
he gets back one-fourth, and if he does
not burn, he gets stuck. Is that the
case, Mr. Stacy? .

A. He ought not to

take out more
than he is entitled to. :
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Questioned by Mr. Baker:

Q. Now, to illustrate this compe-
tition out there that is carried in this
House bill No. 7, you remember the
fire insurance companies had a rating
board of their own before the anti-
trust law went into effect; you were
in business ‘at that time?

A. Yes, sir.

Q. Weére the rates, after the Board
got to work—the rates were a good
deal higher, weren’t they, than they
were Dbefore and wuntil the anti-trust
law put that board out of business?
My recollection is very distinet that the

rates got so high in my country after

the board got in good working order
that the rates got so high that the
people quit buying insurance?

A. No, sir, T don’t remember it was
so. Of course, the rates have been
gradually going down for some years.

Q. Yes, sir, ever since 'the anti-
trust law put the Jalonick Board out
of business; then competition got in
its work.

A. No, sir, not necessarily,

Q. What got the rates so much low-
er up to the time this present law
went into effect?

"A. Some rates were lower—

Q. Take the general average,

A. They did not all get lower.

Mr. Jalonick—I will ask you if the
rates—

Mr. Baker—I would like to have you
answer my question directly.

A. My recollection is that there
was no very great difference. It took
some .time for the business to get so
demoralized that there was any ma-
terial difference.

Q. But it did it all right?

A. Tt never did level them.
of them were lower.

Q. It did lower them on the aver-
age, didn’t it?

A. Rates were lower last year than
they were ten or fifteen years ago.

Q. I am talking about the time be-
tween the anti-trust law was passed and
put the Jalonick Board out of business,
.and the time the present law was passed.

A. There was no important lower-
ing. Tt has just been gradually lower-
ing. Tt is due somewhat to compe-
tition and somewhat to improved con-
ditions.

Mr. Smith~—Hasn’t that been brought
about by the improvement of fire sys-
tems and also the workings of the
Fire Prevention Association?

A. I think so.

Questioned by Mr. Seruggs:

Some

Q. Mr. Cureton’s bill as I have read
it has one clause in it that states that
the State does not, in any way, cover
or govern the payment of fire insur-
ance premiums; and that the com-
panies shall be at liberty to extend
credit wherever they see fit. I would
like to get your opinion on that.

A. I am glad you asked that. I
believe that is about a prolific a source
of disecrimination as any other.

Q. Wait a minute. I want Mr.
Cureton to hear that,

Q. I asked him what his objection
was to the clause in your (Mr. Cure-
ton’s) bill which is aimed to knock
out the present clause making the
premiums payable on the fifteenth of
the month, establishing a collection
agency; I called his attention fo the
fact that you objected to that, and I
asked him what his opinion of that
feature 'of the bill was.

A. I made the statement that I was
glad that he brought up that subject. I
had intended to mention that myself.
I believe that the premium: payment
clause is ‘a very fruitful source of dis-
crimination; always has been and al-
ways will be unless regulated, and if
you are going to permit that class of
discrimination in your bill you are
leaving a very grave defect in your
bill, in my humble opinion. There is
no good reason that I know of why
fire insurance should not be sold for
cash. Life insurance is sold for cash
and nobobdy complains largely of pay-
ing premiums when they become due,
and the policies are not in force urless’
they are paid, but anyhow, there can
be very great discrimination in ‘the
matter of the payment of premiums on
fire policies. Large lines of insurance
can be very materially reduced in rates
you might say by an agent agreeing
to carry the premium for six months
or twelve months or longer. That is
a character of disecrimination that has
been right for years gone by, and has
been needed, and I think it ought to be
left like it is now. The small man,
of course, can not get his bill carried .
and the big man can get the interest
on his money, because he can get the
money, and therefore, is a very great
discrimination.

Q. What advantage would it give
you from your competition in the in-
surance business to be able to say to a
man: I will do your insurance and
carry it for you for six months; I
mean now as an illustration, you do it
without the knowledge of your com-
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petitor, and your competitor has not
been doing it, what opportunity does
it give you to make a contract and to
lift the business out of your competi-
tor’s office? .

A. I would soon clean him up, 1
expeet.

Questioned by Mr. Cureton:

Q. In the first place, permit me to
call your attention to the fact that in
my judgment that if that is the law
that the State made policies forfeit-
able, T don’t think it is a good law; I
don’t believe that is the law.

A. Tt is not in the law.

Mr. Cureton—But I will tell you fur-
ther, I believe that is a bad law be-
cause I think the diserimination which
arises hetween men and individuals and
possibly due to superior credit is a
just and righteous discrimination. I
think a man’s credit is money, and T
think if he can do this that he has
got = right to do it, and if the State
should ever pass a law that would not
permit o man to use his credit, T think
it would be an absolute inconsistency.

Mr, Stacy—Well, I don’t think it
would be fair to every ome to require
him to pay interest—

Q. Nn, sir, T don’t think so. We
can’t m-ke contracts for men; the law
can orly construe the contracts.

A. You mean prevent them from
diseriminating to that extent.

0. We can’t prevent the people from
mnkine contracts, bult we can prevent
them from combining—

My~ Cureton—Your application to
the matter is the same as any other
li~e of business. T practice law, or am
sunrosed to, Now, if my competitor
in this pnrofession is able to extend to
a man a credit of six to twelve months
and I can not do it, that is a right that
he hac oot a right to have. <o it is in
the orocery and every other business.
I believa that, as our friend Roosevelt

“save. that is a righteous diserimina-
ti~n.

Mr. Stacy—You don’t prevent them
from collecting the cash if they want
to.

Mr. Cureton—This bill as I under-
stand it is designed to—it does not
prevent the company from collecting
cash if they want to; they can collect
it if they want to.

Onecstioned by Mr. Looney:

Q. In regard to the collection of in-
surance, what is your objection to writ-
ing into the law a provision that if
the insurance company don’t settle
within the time stipulated.in the policy

that it shall be penalized to the ex-
tent of paying a reasonable attorney’s
fee provided that the company—no
more is recovered or a greater amount
is recovered than the companies offer
in their settlement?

A. That is the law now.

Q. Now? Not  with reference to
fire. Would you think that would be
a reasonable provision?

A, Well, T don’t know. There are
£0 many elements entering into a set-
tlement of a fire loss and the juries
are so liberal in regard to the assured.
I don’t believe the companies ought to
be put to the—ought to be hampered
in making their investigation, to the
extent of getting into court where
they deem it practicable. They ought
not to be allowed to quibble over a set-
tlement, but if they have a just cause
—1if they believe they have a just cause
for resisting a claim, I think they ought
to be allowed to do it.

Q. Don’t you think it ought to be
changed from warranties to represen-
tations in the policy; what would be
the objection of. abolishing the war-
ranties in a policy and place the insur-
ance upon a basis of representation?

A. I don’t believe warranties ought
to be abolished. I think the assured
oucht to be required to make some
warranties.

Q. Suppose it does not affect the
loss? Suppose the warranty is wholly
immaterial ?

A. T don’t believe in sticking on
immaterial warranties at all.

A. The best answer that I could
give to that is that T have been in the
huciness twenty years and I have never
known a company to resist an honest
claim that they thought was honest
or had cause to believe was homnest.

Q. That is the trouble. They think
so many are dishonest.

A. T have known them to pay a
many and a many a claim to keep
from litication.

0. (Bv Mr. Jalonick.) How many
laweuits have the companies in your
office had from your business for the
nerind vou have been representing fire
insurance companies? How many
claims have they taken to the court
house and contested?

A. T have never had a policy sued
on in my agency in twentv years.

0. (By Mr. Scruggs)—Mr. Looney
asked you what you thought of a prop-
osition when an insurance company de-
clines payment and carries the claim
into court of penalizing that company
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for attorney’s fees, provided the award
is more than the company has offered
to settle for before they go into court.

A. Yes, sir.

Q. What would you think if you
added to his statement the fact that
the complainant in that lawsuit should
be required to pay the attorney’s fees
of the insurance company provided he
did not recover more than the com-
pany had offered him?

A. It would be fair play.

Q. That would work both ways, Mr.
Looney. :

Aftérnoon Session, July 30, 1910.

R. W. Hamby, being duly sworn as a
witness and examined by Mr. Cureton,
" testified as follows:

Question. Where do you reside, Mr.
Hamby?
Answer. Austin, Texas.

Q. How long have you been living
in Austin?

A. Twenty-six years.

Q. What official position, if any, do
you hold under the laws of this State?

A. T am Secretary of the Fire Rat-
ing Board.

Q. You are a member of the Board?

A. Yes, sir.

Q. Prior to accepting this official
position what was your occupation or
business? : .

A. Immediately prior I was a real
estate agent in Austin. I was local
fire insurance agent and real estate
agent.

Q. Had you ever had any experience
in the fire insurance business prior to
being local agent here?

‘A. I was in ‘the home office of the
Austin Fire Insurance Company fo!
about five years. .

Q. What position did you occupy in
the home office of that company?

A. Assistant secretary.

. Are you familiar with the duties
of that office and with insurance busi-
ness generally? .

A. Yes, sir.

Q. Are you acquainted with the
conditions of the insurance business in
the State of Texas prior to the taking
effect of the Fire Rating Board law
of this State?

A. Fairly well,

Q. What was the condition of the

ihsurance business before the taking ef--

fect of that law?

A. As to rates?

Q. Yes, as to general conditions and
as to rates.

A. It was considered chaotic,

Q. Mr. Hamby, you say it was in a
chaotic condition. What do you mean
by that? .

A. The fire insurance, to a great ex-
tent, had been written without any
serious regard to proper rates being
provided for it, and written wery gen-
erally 'without a proper inspection of
the risk. '

Q. Well, was there prior to that
time any system of uniform rates used;
that is, rates that were uniform over
the State with the hazards, that they
undertook to be applied to?

A. There had been prior to that
time. ]

Q. But at that time, prior to the
taking effect of this law, at the time
of the taking effect of this law?

A. There was none that I knew of.

Q. How did the companies write in-
surance; what governed them in the
writing of fire insurance?

A. Tt was the usual case that the
local agent solicited the policy from
the assured, and the assured got the
best rate he could and the agent got the
best rate he could and sent it in to the-
company with the recommendation that
the risk be accepted. The insurance,
if they considered the rate adequate,
or if they would conclude that they
would take it for any reason they did
so, or if it was not acceptable for any
reason, then they would reject it.

Q. Was the same rate applied to
different individuals under the = same
hazards?

A. No, sir, T know it was mot in
many ‘instances,

Q. Was there 'what is commonly
known as 'discrimination in insurance
rates?

A. Yes, sir.

Q. To what extent 'was the  dis-
crimination practiced?

A. You mean as to the number of
people that got the benmefit of the dis-
crimination?

Q.. Wag the discrimination general.
over the country or was it confined to
a few localities? ' :

A. It was very general over the
State more or less, so I .am informed.

Q. What class “of risks or indi-
viduals received the lowest rate in pro-
portion to the hazard prior to the
taking effect of the Board law?

. A. Generally speaking, the larger
insurer.

Q. How was it he
inatory or cut rate?

A. He had more insurance to place

got the discrim-
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and used that as a means to play one
agent against another agent in offering
business to the agent and the agent
would reduce the rate.

Q. Do you know whether or not in-
surance was sometimes written at an
actual loss to the company because of
the fact that the rate was so low?

A. Some rates I have heard of and
know of would, in my judgment, re-
sult in a loss to the company.

Q. How did the companies make up
this loss; for instance, the loss on the
larger class- of risks, say a mercantile
risk, how would they make up that
loss?

A, If they made it up at all, it
would be from collecting a higher rate
from another class of individuals, suf-
ficiently high to offset the loss that was
to the favored few.

Q. Take a class of insurers, say
retail merchants, large retail merchants
over the State, did they get a lower
or a higher rate in proportion to their
hazard than other business institutions
of this State?

A. If the retail merchant had a
pretty large stock and had a large
amount of insurance to place, he, as a
rule, could get a véry much lower rate
than another retail merchant that had
only a small stock and a small amount
of insurance.

Q. You say this condition of affairs
prevailed generally so far as your
knowledge goes?

A. Yes, sir, it extended pretty well
all over the State; worse in some
places than at others.

Q. Well, is there, or was there, any
other classes or any other class of
insurers or purchasers of insurance
that received cut rates or rates out of
proportion to the hazard besides the re-
tail merchants?

A. Yes, sir.

Q. What others?

A. All others—that is, many other

classes. It was not confined exclus-
ively to retail merchants. So far as
mv information goes. it was more

generally among wholesale merchants
than it was among retail merchants; in
fact, all classes that had a large amount
of insurance to place which would in-
clude also special hazards.

0. Your ovinion is that those who
had a large line of insurance to place,
even those having special hazards
prior to the rate, that is prior
to the Rating Board law, receiving in-
surance at a rate which was less in
proportion to the hazard than that en-

joyed by the smaller purchasers of in-
surance in this State?

A: Yes, sir.

Q. Well, now, outside of the fact
that this character of discrimination
was a substantial injustice to the indi-
viduals over the State, what other ef-
feet, in your judgment, did this dis-
crimination in insurance rates have on
the insurance business of this State?

A. T think the fact that the com-
panies tould nof, under the anti-trust
law, join in the inspection and scien-
tific rating of risks generally, because
to do it individually, it would cost
them too much money, that a great
many hazards were undertaken where
they were mnot informed as to it, and
insurance would be granted where if
they had had proper inspection it
would not have been granted, and peo-
ple were allowed to go along in an
unsafe condition and in many cases re-
sulting in losses.

Q. Don’t you think that this discrim-
ination in rates brought about the in-
creased fire losses in this State?

A. Yes, sir.

Q. T understood you to say that in
these discriminations the companies
ofttimes took business without inspec-
tion and took risks that were more
dangerous than the rate justified; in
other words, the rate was not sufficient
to cover the risk, and that increased
the fire loss on account of this strug-
gle to get business.

A. Yes, sir.

Q. Mr. Ray suggests that if the com-
panies would take immoral or hazard- .
ous risks, that is a risk made ha-
zardous by the moral equation, that
they would take them more frequently"
than they would under a proper rat-
ing or a proper system of insurance?

A. T don’t think that was the case.

Q. You stated that prior to the
taking effect of the Fire Rating Board
law that all of the companies really
had no basis of rates; was there at
that time any kind of a basis rate
which might be employed at that time?

A. Yes, sir, there was what was
known as the Hartford tariff. That
was in Texas at that time.

Q. Was that used or adhered to dur-
ing this condition of affairs that you
have been talking about?

A. No, sir; not hardly ever.

Q. During this disorganized period
that you have been talking about?

A. No, sir.

Q. Why was it not adhered to and
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used by the comwpanies of this State
during that time?

A. The companies generally allowed
their local agents to size up the risks,
and charge about all they thought the
insurer could stand. .

Q. During this condition of aflairs,
the company sold insurance for the
highest price that it could get?

A. Yes, sir

Q. And if they couldn’t get enough
off of you they would stick a little
more on me on my policy or somebody
else?

A. Yes, sir; took the chance of mak-
ing up the rate.

Q. The' insurance companies in fact
in sizing up the amount or estimating
the amount of money required or that
they had to have to cover the losses,
would take this estimate of thie amount
of money and make the rates sufficient
to get that amount of money and they
paid no special attention to the rating
of the individual risk or classes of risk
that they collected the insurance off of?

A. Yes, sir; that’s it.

Q. Just so they got sufficient
amount of money was satisfactory to
them, and if not satisfactory it was at
least their practice.

A. Yes, sir.

Mr. Gilmore to the witness:

Q. Mr. Hamby, this rate of which
you speak, was it in the form of a map
of the city; the Hartford rate sheet?

A, It was in the form of a general
basis schedule.

Q. I believe you said you were en-
gaged in the local fire insurance busi-
ness before you became a member of
the board? ’

A. Yes, sir.

Q. How many companies did you
have?

A. About twelve.

Q. Did you apply this rate to all of
those companies?

A. No, sir. I frequently referred to
it in getting out the rate, or when I
was trying to sell insurance to a man.
I would frequently refer to that book
as a basis from which to quote him the
rate, but in rare instances did I obtain
the rates exactly as provided in that
tariff book.

Q. How did you manage in dividing
this business among your companies to
keep from discriminating between the
companies as to the character of the
risk and the profit which they would
probably get out of the business, if you
did not adhere to this tariff?

A. T did not try in any way to avoid

discrimination as between the compa-
nies.

Mr. Cureton to the witness:

Q. Under that whole system can you
give any concrete example of discrimi-
nation so it may be thoroughly under-
stood, showing how it worked in Texas,
a practical application to a risk in a
town or city? .

A. 1 remember one that I remem.
ber that I considered a very flagrant case
of discrimination. Where the occupant
of a store building was running a ready-
made tailoring place; a ladies’ ready-
made stock. His rate as I remember it
properly figured, according . to the gen-
erally accepted rates, about $1.75. He
had been playing one agent against an-
other and for some reason or another
had gotten his rate reduced to $1.25
Shortly after that he took into the
building a couple of young ladies who
were conducting a similar character of
business. He may have had some ar-
rangement probably between them as to
why they should have a simiiar busi-
ness; the stock were in the same build-
ing and same store, and the insurance,
according to the policy I saw, was writ-
ten in favor of the young women at
$1.70, when he was paying $1.25.

Q. These two people in identically
the same building, identically the same
character of goods, with identically the
same exposure, and the only difference
between the two respective parties who
bought the insurance was sex, and they
charged one fifty cents more than they
did the other? :

A. Yes, sir; forty-five cents more.

Q. Did the question of sex have any-
thing to do with the rating of these
two stocks there?

A. T think it was nationality more
than anything else. The gentleman
happened to be—

Q. The fact of the business was that
a man could just drive a harder bargain
than the woman and got the cut on the
insurance?

A. Yes, sir. .

Q. That was the truth of the mat-
ter, tha! the man could drive a harder
bargain, and the man that could drive
the best bargain got the best insurance
rate and the fellow who was not as
good a business man and not cold-
blooded enough had to pay the high
rate?

A. Yes, sir.

Q. Was there anything outside of
just straight diserimination, was there
any system of rebates between the
agents and the customers and between
the companies and their customers—do
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you know whether or not this man in
this building got a rebate or any part
of this premium that the ladies paid?
Do you know whether he got a rebate
or not?

A. No, sir; I don’t know.

Q. Well, Mr. Hamby, is it possible to
make just rates between ditferent risks
and the same insurance between people
on an equitable basis?

A. 1T think so.

Q. What information ought a man
to have who is undertaking to make fire
rates?

A. T think the principle of fire insur-
ance is the same as it would be in pur-
chasing any commodity, the cost of pro-
duction and the amount it produces.

Q. Then in making fire insurance
rates you would have to know first the
probable cost of insurance?

A. Yes, sir.

Q. Imcluding the expense of obtaining
the business and the fire losses, in other
words the gross cost of insurance, and
when you have that then you can make
the rate—what information would you
have to have?

A. After you have established the
general rate, the basis rate so to speak,
it would Dbe necessary to take the earn-
ings from their primary rate and apply
it to the individual risks, many risks are
less hazardous and many are more haz-
ardous,

Q. Then when you undertake to make
a rate to apply the various risks you
would have to have the amount of money
that’ applies on various risks—for in-
stance, you take property of a certain
class, you classify a store and know the
amount of money it takes to carry that
class of merchandise?

A. If you know the value of the prop-
- erty to be insured under that class and
to that would have to be added the ex-
change business, the cost of inspection
from time to time and various other
things in carrying on the insurance busi-
ness.

Q. In Section 10 of House bill No. 7
it is provided that any insurance com-
pany authorized to transact fire insur-
ance business in this State and any of
its officers, directors, representatives and
genera]l State special and local agents
shall make sworn monthly statements
and reports of all insurance written in
this State during any or all calendar
months of each year it is so authorized
to transact business, showing all pre-
miums received during such month
or months, the different classes of
risks written and the rates of pre-

pn'ums at which such risks are written,
18 it necessary to have that informa-
tion T have detailed here in order to fix
the rates in this State?

A. The rates should be fixed by that
information, some companies will not
have kept a record and some companies
keep a record.

Q. TIs this class of information desir-
able in making risks?

A. Tt is the amount of insurance car-
ried or the estimated value of the prop-
erty that is insured.

Q. Now in making rates, what ele-
ment do you take into consideration,
for instance you were to make a spe-
cific rate on a hazard what elements en-
ter into the making of this rate? I un-
derstand you must get so much money
to pay the loss, what elements enter into
that loss?

A. Do you presume that we have a -
general basis schedule from which we
make that rate?

Q. How do you make it; what would
that mean?

A. You mean if I was in a position
to inaugurate a system of rates that
would apply to that class of risks?

Q. Yes.

A. We would consider first the prob-
able amount of loss that would happen
to that particular or class of building
and the amount of salary and the cost
of obtaining the business and keeping the
business and a profit to the company.

Q. Well, having obtained all this,
would you put the same rate on that
character of building as you would on
some other character of building—do lo-
cal conditions enter into the rate?

A. They do.

Q. Do you take into consideration the
immoral character of the man?

A. No, sir.

Q. Mr. Hamby, as I understand if
there is a moral hazard as to his par-
ticular individual the company wouldn’t
write it, but would cancel the policy, and
in making rates you simply take into
consideration the average moral hazard
incident to this insurance business?

A. Yes, sir.

Q. There is no way of determining
how many men are going to burn their
houses up?

A. I think so.

Q. You can’t accurately determine
this?

A. A great many of them can be as-
certained.

Q. A great many of them are ascer-
tained ?

A, Yes, sir.
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Q. Those that can be ascertained you
can classify them the same as the classi-
fication between individuals?

A. You can see many of them.

Q. The moral hazard is what you can
not ascertain and can not use that in
making specific rates?

A. Yes, sir.

Q. I will ask you to take this risk
now, Mr. Hamby, and which I will have
incorporated in the stenographic pro-
ceedings showing the number of fires and

- their causes in connection with claims
paid by the companies during 1908 and
1909. During 1908 how many fires of
every character have they listed there?

A. Ten thousand nine hundred and
thirty-six (10,936).

Q. What are some of the causes that
are specified for the year 19087

A. The unknown causes three and a
fraction per cent, from outside causes
15.46, from lightning it is 5 per cent,
carelessness from adults, children, drunk-
enness, 22 per cent, from lighting can-
dles, gas, gasoline, it shows a total of
13.39, making a total of 19.30 per cent:
then spontaneous combustion, natural
causes, ete., a total of 9.42 per cent.

Q. Mr. Hamby, after the fire rating
law went into effect by whom have these
Tates been prepared?

A. By the expert of the insurance
companies, so I understand.

Q. Under this law the insurance
companies have capable experts to write
the rates?

A, Yes, sir,

Q. And the rates which have been
promulgated in various towns in the
State have been prepared by these ex-
perts of the insurance company?

A, Yes, sir.

Q. How many towns of the State have
been rated?

A. T really could not tell you, I
would suppose something over one hun-
dred.

Q. Now, what has been the difference
in the rate as made by the companies’
experts?

A. So far as my information goes the
rates on dwellings show a reduction of
20 per cent.

Q. The dwellings of the State, what
part of the insurance is collected from
dwelling in the State?

A. I understand the dwelling risks
approach about one-fourth of the gen-
eral premiums.

Q. Now, you say that there has been
a reduction in the dwellings risk of
about 20 per cent. Was that reduction

before the board ordered a general re-
duetion of 25 per cent?

A. That was before the board made
any orders affecting the dwelling class.

Q. Then what is about the general
reduction on dwellings class in the State
since the order of the board?

A. The board made no order—that is
the order reducing 25 per cent did not
apply to the dwellings class. They did
make an order without reducing the rates
on dwellings in what is known as un-
protected towns—I should say on an
average of 20 cents a hundred.

Q. Now, is that 20 per cent, does
that include the reduction that has been
made by Roulette’s rating, or is it in
addition to that?

A. The rates applied by insurance
companies, of course apply all over the
State, and it showed a general reduction
so far as my investigation went of 20
per cent all over the State. The board
simply passed an order that would affect
only such risks as were outside the fire
protection, just how many and what vol-
ume of the premiums come from all sueb
risks I could not hazard a guess.

Q. Mr. Maddox requested me to ask
you what class of risks, whether the
dwellings class or whether the mercan-
tile or other classes sustained a greater
proportion of loss heretofore in this
State by fires? i ‘ .

A. T have understood that the mer-
cantile portion was the least profitable
to the companies.

Q. That there were more losses in
mercantile insurance than in residence
and other classes?

A. Compared with the premium re-
ceived.

By Mr. Smith—Q. Isn’t it a gener-
ally asserted and accepted fact that the
insurance business on dwellings has
been unprofitable in. Texas in the last
several years, less profitable than mer-
cantile risks? ’

A. Not that I know of.

Mr. Tarver—Q. Mr. Hamby, you
said the rates made by the companies
shows so far as your investigation went
a general reduction of about twenty per
cent on residence risks? .

A. Yes, sir.

Q. And that the board made no gen-
eral order- with reference to residence
rates, but that you did make an order
with reference to residence rates in un-
protected towns; now, did the sched-
ules as filed by the companies show a
reduction for residence risks in any
protected towns or not? '

A. It showed in some cases and
others it did not.
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Q. Then the proportion of the redue-
tion in the unprotected towns made by
the companies was not in keeping with
the general reduction?

A. No, sir.

- Q. And for that reason the board or-
dered a further reduction in unprotected
towns?

A. Yes, sir.

Mr. Cureton—Q. Now, Mr. Hamby,
with reference to mercantile risks, what
effect has the rating of Mr. Roulette
had on the price of insurance and mer-
cantile risks and other risks and risks
other than dwelling risks? Has it raised
or lowered the rate or what has been
the effect generally?

A. The investigation made by the
board shows that it has been increased
over the rates formerly paid by this
class,

Q. Well, now, what per cent would
you say, Mr. Hamby ?

A. As near as I can estimate it 53
per cent.

Q. Fifty-three per cent generally?

A. Yes, sir.

Q. Were there any individual in-
stances where it was in excess of that?

A. Yes, sir. And there were individ-
ual instances where the new rates were
less than the old rates.

Q. Now, you are familiar with Mr.
Roulette’s principle of ratmo are you,
in a general way?

A.  Ves, sir.

Q. Now, has he apphed the same
principle in rating mercantile risks that
he applied in 1at1ng residence risks?

A, Yes, sir.

Q. Aud you say that upon the appli-
cation of this principle the rates on
dwellings property have been reduced
and the rates on mercantile property
have been increased 53 per cent?-

A. Yes, sir.

Q. Why has that condition come
about, why was that the result?

A. T don’t know; I can only surmise
that the insurance companies assumed,
if they did not know, that dwelling
rates as a whole were too high and that
mercantile rates as a whole were too
low.

Q. Then, as I understand you, under |

Mr. Roulette’s rating the residence risk
of the State from which the insurance
companies get one-fourth of their pre-
miums have been decreased 20 per cent?

A. Yes, sir.

Q. And that the mercantile or busi-
ness risks and other risks from which
they get three-fourths of their income
has been increased 53 per cent?

A. Yes, sir

.

Q. Are insurance companies getting
more money or less money than they
did before Mr. Roulette’s rating?

A. For the same amount of insur-
ance they would get more money in to-
tal premmms

Q. And 1nsurance, as a matter of
fact, in the State is today higher than
it was before Mr. Roulette’s rating?

A. Yes, sir.

Q. Is that true after the reduction
made by your board?

A. Slightly; there would be a slight
increase presuming that no one would
take advantage of the reductions that
will follow the cleaning up of their
risks.

Mr. Jalonick—Q. Did you say, “as-
suming that no one would take advan-
tage of cleaning up of their risks?”

A. Yes, sir; that no one would take
advantage of cleaning up their risks.

Mr. Smith—Q. You spoke of the ef-
fect it would have in case they did not
take advantage and clean up their risks;
what would be the effect if they did
clean up their risks?

A. The effect on what?

Q. On the risk?

Q. By Mr. Jalonick—On the average
rate, the average amount of money paid
by the insurers to the company?

A. T think it probable that with the
reduction as ordered by the board that
in the course of time enough premlses‘
would be cleaned up and enough im-
provements would be made to the water
works and fire fighting facilities of cities
to bring down on the same amount of
insurance, to bring down the total
amount of premiums.

Mr. Smith—Q. We would also nat-
urally expect it to reduce the fire loss
at the same time?

A. That would be a natural conclu-
sion.

Mr. Cureton-—There has been consider-
able discussion in the public press of
this State and considerable criticism of
the present insurance law. What is it
that this Legislature can do to assist in
doing Justice to these people, if justice
has not been done them? What further
authority do you need? ’

A. Justice to the people?

Q. Yes, if injustice has been done,
what further authority does this board
need? What changes in the law do you
suggest ?

A, I think the principal m]ustlce
that has been done the public is the
taking effect of rates without notice to
the people. The schedules as promul-
gated by the companies were filed with
the board on the first of January; it
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was a physical impossibility to apply
these schedules to individual risks and
to write insurance according to these
schedules, so the method was adopted
whereby the companies could grant in-
surance to the public and still come
within the terms of the law. The law
specifically stated that no insurance
should be written except at the rates
upon the terms, propositions and condi-
tions specified in the schedule of the
company writing the business, so the
insurance . companies adopted what is
called and is generally known now as
the “red rider,” which provided that the
premium used in the policy was a tem-
porary one, and when the risk was rated
under the general basis schedule the pre-
mium would be adjusted to conform
and the rate obtained from the general
basis schedule, these schedules con-
tained charges, what is known com-
monly as acceptance charges, if there
were empty boxes, trash, gasoline, rub-
bish, and conditions of that kind, and
when the risk was rated these condi-
tions were found in many of these risks
and the rate was figured accordingly,
and if they should—if known that these
things were to be charged for in many
instances they would have been re-
moved. It frequently happens that he
don’t know that that rate was applica-
ble to him for months after his policy
was written, and he would, probably in
some instances six months, and he
would be charged possibly a dollar and
a half or two dollars extra rate for
these conditions which he could have
removed if he had had notice about that
trouble. That injustice to the public is
now very largely overcome, because, as
I understand, something like 80 to 85
per cent of the premium payers have
now received their specific rates, and
all insurance written hereafter will be
at these specific rates and the assured
has notice what his rate is going to be
if he don't clean up. So the principal de-
fect in the present law was that the
rates were mandatory upon the compa-
nies from the first of January, when
they nor the public nor the board knew
what the rates were going finally to
amount to.

Q. Well, now, did the insurance com-
panies send any notice to the policy
holders as to what the policy holders
ought to or could do in order to reduce
their premium rates?

A. Not that I know of.

Q. Could that have been done?

A. T will qualify that statement by
saying that I understood that while the
risks were being inspected by Mr. Rou-

lette’s experts they had not been in-
structed to inform the insurers that
certain unsafe conditions would be
charged for. They had not been in-
structed to give the insurers that in-
formation. I do not say that they had
been instructed not to give it.

Q. Yes; and so far as you know they
had not been instructed to give that in-
formation. Could not the information
have been easily conveyed to the policy
holders of the State by the insurance
companies that they should do certain
things in order to get a low rate of in-
surance through the public press or by
letters or circulars?

A. Certain notices were in the publie
press that these things were contem-
plated in the schedules of the companies.
That, of course, was just a general no-
tice and the average insurer did not
take it to himself or think anything
about it. It would have been possible
when the individual risk was inspected
and the deficiencies and the exceptional
charges noticed on the inspection re-
ports by the experts to have told the ’
assured or the occupant of the building
just what he could expect.

Q. What was there to prevent an in-
surance company fron. writing a letter
to a business man, say, and say to him,
“Your business at a certain place has
been inspected by our experts and after
the rate was promulgated your rate will
be so much. The following composes the
items of deficiencies in your risk and
unless they are removed these charges
will be used in making your rate?” Why
could not that have been done?

A. The work was so far behind that
the insurance companies could not and
did not get at the figures themselves
until it was in printed form. A great
many of the inspections, the majority
of them, in fact, were made after the
first of January, when thousands of
policies had been written since the first
of January and prior to the inspection.

Q. Well, Mr. Hamby, what is a key
rate?

A. A key rate is what you might un-
derstand as being the town rate, the
measure of deviation from a standard
system.

Q. Here is a specific schedule of fire
insurance rates for El Paso, El Paso
county, Texas; on the second page I find
an analysis of the key rate of El Paso;
I wish you would take this analysis and
look it over and tell the committee what
the key rate of El Paso is as fixed here
by Mr. Roulette and tell the committee
what the city of El Paso could have
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done or could do in order to reduce the
key rate.

{Mr, Hamby is handed the document.)

A. The key rate for the city of El
Paszo as figured here amounts to 50
cents; if El Paso had been according
to the standard city provided herein the
‘key rate would be nothing. It is possi-
ble for a city to be so constructed and
so protected that it would have no key
rate.

Mr. Smith—Would give them free in-
surance, would they?

A. No.

Mr. Cureton—Look over the list and
see what the city of El Paso could
do to reduce any of its charges on the
key rate.

A. fThere is a charge of 5 cents for
the pump being inadequate to the item
of 50 per cent, a 50 per cent deficiency
in its pumps, which if corrected would
eliminate 5 cents.

Q. TIs that the pumps at the water
works ?

A. Yes, sir.

Q. In other words, the pumping fa-
cilities that they have there are only
half as good as they should be?

A. Yes, sir.

Q. That means, in the formation of
key rates, that they only have one set
of pumps, they are not in duplicate,
that is what it means?

A. No; the pumps seem to be in
duplicate, but they possibly are not of
sufficient size or sufficient to pump the
amount of water estimated for a city
of that size,

Q. What is the population of EI
Paso?

A. $43,300.

Q. Then the city of El Paso has not
the pumping facilities of a standard
size and which are sufficient for a city
of 43,000 population?

A, No, sir.

Q. Estimating or rating it for fire
purposes ?

A. Yes, sir.

Q. What else could they do? How
much would that reduce on the key
rate?

A. TFive cents.

Q. What else could they do?

A. That pumping station seems to
be an iron-clad, whereas the standard
ealls for a brick, metal roof pumping
station,

Q. Where do they get these stand-
ards that you refer to?

A. TFrom the general basis schedules
of the companies,

Has each company a different

ceneral bagis schedule or are they all
the same?

A. A majority of the companies use
schedule.
- Q. The pumping station at El Paso
Is an iron-clad house when you say it
should be brick or rock? Is that it?

A. A brick or rock with a metal
roof.

Q. Now, how can the fact that the
house that a pump works in is an iron-

clad effect the rating of insurance
there? What has that got to do with
it?

A. A brick or rock metal roof pump-
ing station is more indestructible than
an iron-clad or a frame pumping sta-
tion, which, if it should burn, if the
pumping station should burn, would
necessarily disable the pumping facili-
ties of the town and leave the town
without water in case of fire.

Q. In other words, there is not so
much danger to the pumping station
when it is in a good brick house as
there is in an iron-clad house?

A. That is the idea exactly.

Q. And the city is penalized how
much for that?

A. Ten cents.

Q. Does that class of penalization
apply uniformly over the State?
Yes, sir. A great many towns, a
number of towns, are removing their
frame and iron clad pumping stations
and replacing them with brick,

Q. What other thing might the ecity
of El Paso do to reduce its key rate?

A. The water mains in the mercan-
tile section seem to be, 40 per cent of
them seem to be less than 8 inch, for
which a charge of 4 cents is made.

Q. Then to reduce that particular
part of the key rate it would be neces-
sary to lay new water mains?

A. Additional water mains, where
they are less than 8 inches, and it
seems that part of the water mains
are not of standard cast iron, for which
a charge of 5 cents is made. The com-
panies claim that wrought iron pipes
or wooden pipes are not as safe as
standard cast iron and under pressure
they burst.

Q. What has that got to do with
fire, under pressure?

A. In case of fire an excess pressure
is put on the main, of course, to de-
liver the greatest amount of water at
the shortest time.

Q. What else might they do to re-
duce their kev rate?

A. Tt seems that 25 per cent of the
fire hydrants of the mercantile sec-
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tion are over 300 feet apart and in the
dwelling section they are over 600 feet
apart, and they seem to need more fire
hydrants to protect the city, from which
a charge of 3 cents is made. The fire
department has less than five paid men
to each 5000 population or fraction; a
charge of 3 cents is made there; if
they put on a sufficient number of fire-
men, 3 cents comes off. The hose
wagons and carriages are deficient
one; there is a standard for so many
hose wagons for each 35,000 population,
I believe, require one. I presume they
have one but not two, for which a
charge of 2 cents is made. The hook
and ladder trucks are deficient one;
_which is charged 2 cents. The fire
alarm seems to be deficient one, for
which a charge of 2 cents is made. They
have no fire marshal there, for .which
a charge of 3 cents is made. Overhead
wires, trolley, light and power; it is
charged 2 cents, three cents and one
cent respectively, for obstructions, such
as nailroads going through the town, a
charge of 2 cents is made, on shingled
roofs, and a charge of 2 cents is made,
which makes a total charge of 52 cents
and there are credits as follows:
Chemical engines on wheels, four com-
bination hose trucks, for which a credit
of one-half of one per cent each is al-
lowed, making a total credit of 2 per
cent. They have two steamers in serv-
ice, fire engine steamers, for which a
credit of 2 per cent is allowed, making
a total credit of 4 per cent of 50 cents,
which makes a net reduction of 2 cents
in the final key rate of 50 cents.

Q. These charges and credits, how
are they arrived at; are these purely
arbitrary?

A. You mean such as 5 cents for the
pump inadequacy?

Q. The pump and the 10 cents for
something else.

A. They are purely arbitrary
charges, as I wunderstand; insurance
companies have taken unprotected towns
and figured the deficiencies that would
enter into an unprotected town at a
dollar and they analyzed these deficien-
cies and put a price on deficiencies so
that as often as an unprotected town
eliminated one of these deficiencies a
certain amount would come oftf of their
key rate.

Mr. Reedy—Q. Is there any provi-
sion in this contemplated law anywhere,
is there any power vested anywhere for
any provision in this bill that we are
considering, Mr. Hamby, which would
give to the board the privilege or op-

portunity of determining whether this
penalization such as you have just been
reading are just or unjust in any par-
ticular city and the amounts or elim-
inating or striking them out as charges
against that city? . :

A. The House bill, No. 7, which I
have read—not as carefully as I intend
to, as I understand, gives the board—
makes it a duty of the board to pre-
scribe these charges itself.

Q. Yes.

A. Also gives it the power to amend,
alter or revise or change the rates or
raise any and all of such charges that
have been fixed by themselves.

Q. Will that apply also to the penal-
ization—you catch the idea, that is a
penalization for special risks in any
city; now has the board got that power
or is it intnded to be given that power
in the bill that would enable it to de-
termine special penalization in special
risks?

A. T should think so.

Q. That is necessary, isn’t it? Don’t
you think?

A. Yes, sir; I should think that it
would be incumbent uopn the board to
establish a standard and to provide for
all possible deviation from that stand-
ard and these deviations would be con-
sidered as penalties, any charge for de-
viation would be considered a penalty.
There may be some penalties that would
apply to only one risk in a city or to a
very few risks in a city. '

Q. The board would have a right to
determine that, or should have?

A. Yes, sir.

By Mr. Cureton—Q. These penalties
and charges here, as I understand, so
far as your testimony goes, have no
scientific bagis, but they are purely ar-
bitrary?

A. Arbitrary, I assume, yet they are
partly scientific from the fact that they
are gathered, as I understand, from
the experience of a large number of
experts in the insurance business.

Q. Well, now, they penalize El Paso
10 cents for having an iron clad pump
station, yet they penalize her only 4
cents on her pumping equipment. Do
you think that just, looking at it from
a common, every day common sense
standpoint, that a penalization of 10
cents for an iron clad pumping station
is just and a charge of only 4 cents
for one-half of the pumping facilities—
in other words, do you think a house
is more important than a pump in the
fire insurance business?

A. If the pumping station was de-
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stroyed it would naturally destroy the
pump. . ‘

Q. That is true.

A. And render it entirely valueless,
as a pump seems to be—

Q. It has some utility?

A, It has some efficiency and could
possibly put out a small fire.

Q. Now, under the present law that
is on the books the board has no author-
ity to regulate or change this key rate;
in other words, you can’t change the
key rate as it stands now on the books;
all you can do is to reduce a rate that
has been made that is a specific rate
or to put a rate on classes; you can’t
reduce the rate, but you can readjust
- the credits and charges as specified in
the key rates?

A. T think that the law, as it stands
now, would authorize the board +to
change any particular item in the gen-
eral basis schedule.

Q. How is that?

A. 1T think the law as it now stands
would authorize the board to change any
particular item in the schedule.

Q. If the law as it now stands does
not give you that authority then you
ought to have the authority to change
any charge or credit in the key rate?

A. Yes, sir.

Q. If you are going to undertake to
regulate the rates?

A. Yes, sir.

Q. Mr. Maddox desires to know
where the word “key rate” came from,
or the origin of it.

A, T don’t know where it originated;
it has been used in the insurance busi-
ness for quite a number of years. The
first that T happened to have any knowl-
edge of it, was used, when the universal
mercantile schedule which was gotten
up many years ago by Mr. ¥. C. Moore,
who is now in New York.

Q. Now, in making the key rates and
in other cities of the State the charges
and credits as they have been used, there
has been no discrimination between the
cities of the State by Mr. Roulette in
making the key rate of the several cities
of the State?

A. No, sir.

Q. Since we have been referring to
the city of E] Paso prior to the taking
effect of this rating law, state how the
rates of El Paso have been on insurance,
whether high or low, on an average, if
you know. ‘

A. So far as I have heard they were
lower than the average.

Q. Well, now the city of Fort Worth,

how were the rates there before the tak-
ing effect of the present rating law?

A. They were considered lower than
the average for the risk.

Q. They had a good, lively aggressive
population there and they got about all
that was coming to them in low insur-
ance rates?

A. Yes, sir.

Q. Was that the proposition? About
the lowest of the State, wasn’t it—among
the lowest?

A. Well-—among ‘the lowest.

Mr. Baker of Hood—Q. Wasn’t the
low rates of El Paso due partly to the
fact that El Paso is built almost en-
tirely of brick? I know of personal
knowledge there are very few wooden
buildings there, you can hardly find them,
I have been over the city lots of times
and know that it is very rare thing to
see a. wooden building. :

A. Probably that had something to
do with it; yes, sir. :

By Mr. Cureton—Q. Now, Mr. Ham-
by, you have a number of these key rate
books showing the key rates of various
cities and as you stated, they are all
based upon some gemeral principle, the
key rates?

A, Yes, sir.

Q. What do you think about the key
rate, whether or not it is a just and
scientific system?

A. T think it is just and equitable
as between town and town, city and city.
I will explain further why.

Q. Go ahead.

A. Before the inauguration of the
key rate system towns in Texas had been
known as either first class, second class
or third class or fourth class towns; the
first class town was considered the stan-
dard or very nearly standard, and the
second class was, it had several deficien-
cies below that; the third class had sev-
eral more and the fourth class had all
the deficiencies. For a city to get from
one class to another it was necessary for
them to do several things, maybe as much
as four things; they could sometimes
maybe reasonably do three of those
things but could not do the fourth one
and for the very reason that they could
not do the fourth one they still stayed in
that class, whereas under the key rate
system for every particular thing they
do they get credit for it. If they do
only one thing they get credit for it;
if they do another thing they get addi-

‘tional credit and for that reason I think

the system which will differentiate be-
tween town and town and put a price on
the difference of each deficiency is an
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equitable one and will in time be very
satisfactory to the public. A number of
cities and towns are now improving
themselves and reducing the key rates,
coming right along.

Q. Mr, Hamby, I hand you this. 1
wish you would take some specific risk
and explain to the committee how the
owner of this risk could reduce his rate
of insurance, if he could do it, under the
key rate system and the rating system
that is new in vogue.

A. This is the analysis of the rate
on a building at No. 705 and 707 Hous-
ton Street, in the city of Fort Worth.
It seems to be a brick building and is
occupied on the first floor as a shoe
store and also as a book and stationery
store; in the second floor it is occupied
as a rooming house, second and third
floor.

Q. What is the rate on that build-

ing?
A, $1.99 final rate.
Q. $1.997
A. Yes, sir.

. How could the owner of that
building reduce that rate under the pre-
vailing system that is now in opera-
tion?

A. 1 had better read out the indi-
vidual items that go into the rate.

Q. All right. Read out to the Com-
mittee the individual items which go
to make up that rate.

Mr. Tarver—I would like to know
what the key rate for Fort Worth is.

A. Thirty-one cents. The first charge
in this rate is what is called the basis
rate, it being a brick building with a
metal roof, the Texas basis rate is 25
cents.

Mr. Cureton—Q. While we are on
that basis rate, what is that basis rate
and where does it come from?

A. Every building has what is called
a basis rate; that is, every eclass of
building has what is called a basis
rate. The basis for a brick buildin~
with a metal roof as provided in the
schedule is 25 cents.

Q. Is that an arbitrary rate, or how
is it arrived at?

A, Tt is an arbitrary rate, as far as
I know.

Q. In other words, that is your ha-
zard for a brick building with a metal
roof ?

A. That is what might be termed the
analyzed portion of the hazard.

Q. That portion of the hazard has
nothing to do with the key rate of it,
it ?gets that hazard no matter where it
is?

A. Yes, sir.

Q. No addition to the key rate?

A. No addition.

Q. The next item of this charge is
the key rate which being in Fort Worth
is 31 cents. If that was located in an
unprotected town it would be something
like a dollar; the next item is for two
ground floor occupants, one of which is
charged at 15 cents; one ground floor
occupant is always allowed. If there
are two stores in the building it is
considered more hazardous than one.

Q. Is that charge for 15 cents for the
additional ground floor occupant, is
that purely arbitrary charge or has it
been arrived at in a scientific way?

A. It is, I understand, an arbi--
trary charge.

Mr. Stratton—Q. Suppose it is in a
block that goes all the way down and
all connected, is it 15 cents for each
one?

A. If the building is down all the
way, if there are no fire walls, 12 inch
fire walls, all the way through the
block. every ground floor oceupant
would be considered ana charged for
as an additional occupant; if not prop-
erly cut off with fire walls.

Mr. Vaughan—Who fixes the thick-
ness of that fire wall?

A. Who estimates how thick it
should be?
Q. Yes.

A. The companies put that in their
schedules—

Q. Isn’t it a fact that almost all
fire walls are nine inches and that they
fixed it enough above that to catch most
of them,

A. T think not. I think 12 inches
is the average fire wall.

Mr. Cureton—Go ahead with the next
item.

A. The building being in a block of
other buildings and not set off by it-
self has a charge of 10 cents.

Q. You charge it that 10 cents for
being in a block and charge it 15 cents
for an additional occupant?

A. Yes, sir.

Q. Isn’t it a double charge there?

A. No, sir. It is a different hazard;
if that same building was occupied by
only one person the 15 cents would be
out and the 10 cents, the fact of having
another occupant, that is two stores,
one on each side, there is a chance of a
fire coming from either one of these
adjoining buildings, one of which walls
is eight inches, for which a charge of
one cent is made; the other two walls
are 12 inches.
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Q. I didn’t catch that.

A. The rear wall of this building is
eight inches and the two side walls are
12 inches. The fact that the rear wall
is only eight inches, there is a charge
of one cent; if the other two side walls
had been deficient walls, less than 12
inches, one cent would have been charged
for each of them.

Q. That is a
charge?

A, All of these charges are purely
arbitrary, so far as I know. The para-
pet seems to be deficient, and there is a
charge of 6 cents for that; there is a
- cock-loft in the roof, a concealed space,
that a charge of one cent is made for.
The metal awning in front, with a
charge of 5 cents. That could be re-
moved, and I understand that there has
been an ordinance passed in the city of
Fort Worth removing awnings, which
will give a reduction to a great many
buildings. The area of that building is
.over the standard and a charge of 4
cents; that could not be very well re-
moved.

Q. What is the standard area? 1500
square feet?

A. It is, T think, more than that in a
brick building. What is the standard?

Mr. Jalonick—I think 2500 (square
feet).

A Committeeman—3500 square feet.

A, T think it is 3500, a frame build-
ing has 1500. It seems that the sky
lights are not standard.

Q. What do you mean by standard
sky lights?

A. The schedule provides that they
shall be metal and “wired” (or Wyatt)
glass, thick glass with wire inside, fire
proof glass, you might say.

Mr. Ashton—Is there any additional
charge made there for transoms?

A. No, sir. It has 2 cents for that
glass. That could be removed and the
charge eliminated.

Q. Is that an extra hazard? Has
that got anything to do with the fire
risk there, that glass and the kind of
glass it is? .

A. Yes, sir; a flame coming from the
next building leaping over the roof and
touching the wood work in that sky
light would communicate the fire very
rapidly or a fire in that building and
going up through the sky light would
burn through very rapidly, form a sue-
tion and make it very hard for the fire-
men to extinguish it.

Q. That wire covering you spoke of,
~would have to go on the outside of the

purely . arbitrary

sky light, that screen protection, I
mean, in order to get credit for it?

A. No, gir; it has wire inside the
glass itself.

Q. There is not much of that wire
glass used, is there?

A. Oh, yes. You see lots of it in
Houston. In fire proof buildings the
buildings have wired glass. The First
National Bank has them,

Q. You think that is a protection?

A. Yes, sir. The floor is less than
¢ne inch in thickness. I believe the
standard is two inches. This seems to
be 7-8 inch flooring, and a charge of 2
cents is made. The theory of the extra
heavy floor is that it will hold a fire
a longer time that a thin floor and the
firemen can get there, if they are mnot
delayed.

Q. I should think it would make a
hotter fire.

A. It holds it. The ceilings beeing of
wood instead of metal, they charge 2
cents. That could be remedied. There
is a stairway going upstairs with a
charge of 5 cents, and that charge could
be eliminated by enclosing that stairway
just fixing it around and putting a door
there,

Mr. Tarver—What was that stairway
charge?

A. Tive cents. The heating being not
standard, a charge of 2 cents was made.

Q. What is standard heating? .

A. Steam heating, or hot air heafing,
something of that kind; heating by
stoves is not considered standard. That
makes a total of $1.62, and to that is
added 10 cents for shoes, the exposure
charges are 4 cents.

Q. What is the 10 cents added for?

A. Shoes. Occupants,

Q. Is shoes counted an extra hazard?

A. The fact of having a stock of any
kind is an additional hazard to a build-
ing.

?Q. Doesn’t that embrace the occu-
pancy charge?

A, Yes, sir, that is only a mercantile
occupancy charge— :

Mr. Moller—Could not an occupant
have his own shoes?

A. This is a stock of shoes.

Chairman Vaughan—If it was vacant
it would have a charge more than if
there is an occupant?

A. No, sir; if it was vacant that 10
cents would not be in there.

Q. Wouldn’t they put a vacancy
clause on there, a vacancy permit on
there, and take off one-third of the in-
surance?
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A. Yes, sir; they would charge that
for the hazard of being vacant.

Q. They charge 10 cents for the ha-
zard of being occupied?

A. Yes, sir.
Q. Yes.
Mr. Cureton—It really looks as

though it didn’t matter much whatever
you do, there is a charge there just the
same,

Q. The 4 cent charge is for what?

A. That was for the exposures to
that building.

Q. Now, the exposures to the build-
ing, isn’t that a' double charge? I
thought they already had a charge for
the block.

A. That is the exposure. I haven’t a
diagram of what it does expose, but it
is an exposure in the rear or if it is
near enough, across the street, say 35
feet, an exposure across the street
would be a charge; I presume this is not
the case here; there is an exposure in
the rear of that particular building,
which would make a total of $1.99.

Q. Examining that, is it practicable
for that man to reduce his insurance
charges?

A. Yes, sir. )

Q. What could he do to reduce, any
material reduction?

A. He could remove his awning, he
could make his sky lights standard, and
he could inclose his stairway.

Mr. Aston—What is a standard shut-
ter?

A. A metal cover, shutter?

Q. Isn’t there a standard, certain
standard of make of those?

A. Wire shutters?

Q. The standard shutters for doors
and windows, iron shutters?

A. Oh, yes; there are what is called
standard.

Q. Suppose a party had g shutter
just as good as some standard brand,
would he not get credit for them‘?

A. He ought to.

Q. I don’t think they allowed it
though in our town.

A. The great contention about that
is that they have no way of determin-
ing whether that would stand the fire
that others have been subjected to, no
method of testing it, laboratory or appa-
ratus by which you could put that door,
you buy from the manufacturer to a
test to see whether it would stand a
certain number of degrees of heat.

Mr. Cureton, to the witness:

Q. That analysis of the various risks
that you have just gone over, you find
in most of them the same thing, that is,

that it is practical for a man to re-
duce his own rate?

A. Yes, sir, I should say 99 per cent
of -the mercantile buildings could be
reduced and the hazard improved.

Q. This party whose risk you have
just described, how muech could he re-
duce his risk in a practical way by
changing these items as you suggest;
how much would that reduce his risk;
how much could he reduce it?

A. He could, by making reasonable
changes in his r1sk reduce his rate 97
per-cent,

Q. How much?

A. Ninety-seven per cent. :

Q. What items go to make up that?

A. He could make his parapet stand-
ard.

Q. .What is a parapet?

A. That is the wall extending above
the roof around the building; it should
be eighteen inches high above the roof
and twelve inches thlck in all places. .

Q. Could you give any idea at all.
about what that would cost to do that?

A. I don’t know the extent that it is
deficient; I should not think it would
cost over $8 or $10.

Mr. Vaughan—Isn’t practically all
parapet just one brick or at most nine
inches?

A. No, sir.

Mr. Scruggs—He is not charged for
the thickness of the parapet, but for
the height of it; it is not for the
thickness, but for the height.

Mr. Cureton, to the witness:

Q. Now, then, what is the next item
of reduction?

A. His awning. He could remove the
metal awning and get a credit for 5
cents.

Q. What would he put instead of the
metal awning?

A. He could put a cloth awning if
he wanted something to keep the sun
out,

Q. Would there be anything taxed
against him for that sort of an awning?

A. No, sir, the idea of an awning
is, and the experienced firemen have told
me that its effect is that if the fire
starts in the lower portion of the build-

ing and breaks out at the front door and

meets the awning above that door, that
it will spread on both sides to the ad-
joining buildings. If it starts in the
upper floor and they attempt to get to
the upper floor and the awning is there,
then it is in their way to place their
ladders so they could get to the win-
dows; they have got to get up and
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make holes in the awning to make the
ladder stand.

Q. What is the next item?

A. The 'sky light could be made
standard.

Q. Is that an expensive process?

A, T think not. I have no idea
-of the cost, but I should not think it
would cost over $25 to make an ordi-
nary skylight, that is to make it stand-
ard. He would get a credit of 2 cents.
Sometimes the rear of the second story
is iron clad; it seems that this is the
case in this instance, and there is a
charge of 50 cents there. If he made
that brick it would reduce it.

Q. He could take that iron clad off
and make it brick and reduce it 50
cents?

A. Yes, sir.

Q. He could reduce it 50 cents in
that way?

A. Yes, sir; if he would put up a
middle ceiling that would reduce it 2
cents more, and if he would enclose the
stairway or elevator as the case may
be, it would reduce him 5 cents.

Mr. Vaughan, to the witness:

Q. If he were to put the elevator in
there, would there be some .charge for
the elevator?

A. Yes, sir, if it wasn’t fixed so when
the elevator was up or down—you know,
there is a hole in the floor that creates
4 suction in case of a fire, but if there
is a door fixed there when the elevator
goes up there is door that comes down
and closes there and closes this hole up;
if it don’t close the hole up there is a
charge of 5 cents there; that is very
easy to fix; that is the elevator can
be very easily trapped. Also he seems
to have ashes on his premises that are
not moved away every day but are
moved once a week; there is a charge of
5 cents for that. T assume these ex-
posures in the rear could be eliminated.
If he would put up the standard shut-
ters covering his rear openings that
would reduce it more, and the total re-
duction would be 97 cents.

Q.  The principal part of that is 50
cents for an iron wall in the upper
story instead of brick?

A, Yes, sir.

Q. That would be 97 cents on what?

A. Ninety-seven cents per one hun-
dred dollars insurance.

Q. How much insurance did he carry
on it?

A. There is no reference here to the
amount of insurance; this is simply
measuring the hazard of the risk.

Q. About how much insurance do you
suppose he carried, Mr. Scruggs?

Mr. Scruggs—I don’t know; the rate
is shown as $1.99, and from that take
97 cents would leave $1.02.

The Witness—The key rate of the city
of Fort Worth is 31 cents.

Mr. Cureton, to the witness:

Q. Have you got that key rate here
SO you can examine it?

A. We understand that Fort Worth
has in contemplation additional appa-
ratus and fire fighting apparatus and
changes in the waterworks system
that will reduce the rate some; that
will reduce her key rate to about 18
cents,

Q. 1Instead of 31 cents?

A. Yes, sir.

Q. So that if the ecity makes these
additional improvements it will be pos-
sible for this man to reduce his insur-
ance 18 cents more?

A. No, say 13 cents.

Q. Bringing his insurance down to
90 cents?

A. Yes, sir, to 89 cents.

Mr. Tarver, to the witness:

Q. The rough estimate you have
made there, what would it cost him to
reduce these things that you have men-
tioned so as to bring his rate down 97
cents?

A, I have no idea as to what it
would cost him to fix that or to re-
place his iron clad wall with a brick
wall,

Mr. Scruggs—What is the size of the
building; how many feet of wall would
he have? There are plenty of gentle-
men here who can tell what it would
cost if they knew the size of the wall.

Mr. Cureton, to the witness:

Q. What is your idea about the
amount of insurance carried?

Scruggs—A. I don’t know; it might
be, it might be a thousand dollars and
it might be a hundred thousand. If it
is a retail establishment, it would be
from a thousand up to each one of the
stores; if it was wholesale, it might be
twenty thousand. We have got stocks
in 25 feet stores in Dallas that run a
forty thousand stock; you can’t tell.

The Witness—This seems to be a two-
story building, and the floor area 4200
feet.

Mr. Scruggs—It is 50 feet across the
end and 12 feet high, you understand
that is 50x12 feet. The question is,
how much would a brick wall of that
size cost? Are there any contractors
in the room that can tell me what a
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13 inch wall 12 feet high and 50 feet
long would cost?

Mr. Jalonick (of Dallas)—Thirteen
thousand five -hundred brick, I think,
would cost to lay them and all $162.00.

Mr. Vaughan—That brick wall
wouldn’t cost less than a thousand dol-
lars?

Mr. Secruggs—You
whole brick store for that;
brick work.

Mr. Vaughan—I have had some ex-
perience lately on that.

Mr. Moller—I would like to ask the
witness some questions. I am told that
the fire risk written in this State last
year amounted to, roughly, $6,000,000.
That the losses paid out was $6,600,000.
- Mr. Seruggs—In reference to the
other matter here of the cost of the
building; the cost of the improvements
would be about $500; that would be
the total cost of the improvements men-
tioned.

Mr. Moller, to the witness:

Q. Now, this is only in the aggre-
gate, and if I am not correct, all right;
that the losses paid by insurance com-
panies was $6,600,000.00; that the ex-
penses of running the business was $3,-
022,000.00. If added together would be
$9,626,000.00, premiums collected, which
I understand, includes everything,
stocks of shoesor empty houses or what-
ever it may be, and was $8,639,000.00;
that is, if the statement of the com-
panies are based upon anything, that
they lost $987,000.00 last year. I want
to know if these facts are approximate-
ly correct. And considering that the
premium collected on that risk amounts
to 1.4 per cent, by what process of rea-
soning do you make your new figures in
your tabulations for the companies to
charge after the Fire Rating Board was
established so that the companies might
make a living?

A. Your figures, while partially cor-
rect, are not the figures that I made
mine from; reports of the insurance
companies from the Fire Insurance De-
partment.

Q. This is an average premium of 1.4
per cent? ’

A. T think possibly more than that.
The reports on file in the Insurance De-
partment as originally filed, in many
cases, included tornado premiums and
tornado losses with fire premiums and
fire losses. and a correspondent of one
of the insurance journals copied them
from: there, copied them down just as
they were and sent them in, presuming
them to be all fire losses, and I found

ecan build the
the whole

that those errors had crept in and we
were several months by correspondence
getting them to eliminate the tormado
losses. These are my figures. -

Q. How much do they differ?

A. You put the total premiums at
$8,639,000 and I made it $8,493,000.
Your total loss seems to be $6,604,000
and I made this $6,398,000. Expenses
were all estimated at 35 per cent and
premiums collected.

Q. Supposing they lost $987,000.00,
as they allege, have you any account of
the interest that the companies made on
their funds during that period?

A. T have no account, but it is my
judgment that the amount ot the in-
come that the companies derive from
the premiums that they hold in reserve
for policy holders would be around about
4 per cent; then there is a certain
amount that is in the hands of the
agents; some agents take sixty days and
some a little longer to remit the funds
to the company, so the company has no
use of it for that time.

Q. What would that sum aggregate
at 4 per cent?

A. T would have to know the amount
of the reserve on strictly Texas pre-
miums, and nobody knows that; it is
not obtainable.

Mr. Scruggs, to the witness:

Q. Don’t the law place it at 50 per
cent of the annual premium, the State
law of Texas; it says that they must
maintain 50 per cent of the annual pre-
miums? )

Thé Witness—But there is a certain
amount of reserve return premiums at
90 per cent.

Q. But it is all 50 per cent.
wouldn’t be less than that.

Mr, Jalonick—It would be on an av-
erage of about 65 per cent, I think.

Mr. Moller—I want to know what in-
come you have gotten from your funds;
if you know, what income you have from
the funds?

Mr. Scruggs—Four per cent on five
millions of dollars, yes, about nine mil-
lions premiums. Four per cent on five
millions of dollars.

Mr. Vaughan—Put it six millions of
dollars.

Mr. Moller—That’s $300,000.00.

Mr. Scruggs—No, sir, $240,00.00; 4
per cent on $6,000,000.00.

Mr. Moller, to the witnes:

Q. That would still show that the -
companies lost over a half a million
dollars. When you are making pre-
miums for the coming year, do you take
into consideration what the companies

It



HOUSE JOURNAL.

287

tell you; do you believe it; in other
words, do you base the premiums on
these alleged faets?

A. Of course, I believe anything they
put down and swear to.

Q. Do you then base your premiums
for the coming year upon these alleged
facts?

A. You mean base the rates?

Q. You must have an average on
which to base your premiums?

A. I wouldn’t want one year as an
average.

Q. Take a series of years.

A. T would take not less than five
years, preferably ten.

Q. If it took 1.4 per cent for a
series of years to make the companies
whole, not speaking of profits, would
you make that as a basis for the com-
ing year? In other words, how do you
get at the premium that you establish
for the companies for the coming year;
I want to know the scientific way in
which you get at it?

A. T have not studied out what ought
to be the rate, the average rate of pre-
miums for the coming year. I can tell
you what I did and that probably would
give you the information that you want.
We estimated, after having the recent
hearing, we estimated from the reports
that we had gotten, covering 1600 build-
ings and nearly 1900 contents rates in
various towns and portions of the State,
that the old rate had been increased on
mercantile and other special hazards
about 53 per cent. We assumed that
one-fourth of the total premium of $8,-
493,000.00 was derived from dwelling
classes, and that the companiees had re-
duced of their own accord these pre-
miums about 20 per cent, and that on
the other six million and odd dollars
they had increased that proportion 53
per cent. We reduced that an average of
22 1-2 per cent, 25 per cent on mer-
cantile and 15 per cent on special ha-
zard, which we estimated to make a flat
rate of 22 12 per cent. After those
three-fourths had been increased by the
companies and decreased 22 1-2 per cent
by the board and the net amount re-
maining added to the reduced dwelling
premiums, would give the companies
$750,000,000 more premiums than they
collected last year. _

Q. That makes up for the loss?

A. It would give them more pre-
miums.

Q. That is additional premium they
would get and the improved conditions
resulting from inspections and regula-
tion ought to produce a profit for them?

A. Yes, sir; that was the basis of
our work. That was the basis of our
action in ordering the reduction; we felt
like that under the condition of rates
as they stood would produce a lower
amount of premium than were necessary
to compensate the company.

Q. At the present time do you think
that you have such information within
your power or within your possession
that you could make a rate by which
you will know whether the companies
will lose a half a million dollars or make
a half a million dollars; that is, whether
the companies will make money next
year or not?

A.  As to whether the companies will
make or lose money next year would be
purely guess work. At the present rate
they may make handsome money, at
lower rates than this they may lose
heavily or at even larger rates than
these they may lose heavily on account
of big fires that might occur.

Q. If the loss for the company is a
half a million dollars, for the sake of
argument, you as an official of the State,
do you think it is your duty to increase
the rate so that they may make it up
next year the heavy losses that they
have this year?

A. That would depend upon the cir-
cumstances. In good faith they are al-
ways entitled to a profit. I believe in a
fair profit for every hazard undertaken.

Q. For the sake of illustration, the
Railroad Commission can ascertain the
gross receipts received by the railroad
companies annually because they keep
books as perfect as they can be
kept. They find by experience they
must let them have one cent and two
mills in order to make a reasonable
profit on the investment. Would an in-
surance company, having mo capital in-
vested, so to speak, at any rate a kind
of business that the earnings must be
based on the amount of business writ-
ten, when you find the amount written
in a given year would you not regulate
the premiums on exactly the same basis?

A. Yes, sir; it ought to be done.

Q. TIsn’t that what we are all trying
to get at?

A. Yes, sir.

Q. Do you think one or two years
will give you that experience?

A. Tt ought to show or begin to show
at the end of the third year. The first
one or two years are of very little value
and would be purely experimental. The
advantages to be derived under the reg-
ulations and the cleaning up processes
which have been started are very many
and great and would not be fairly re-
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flected I should not think for about five | average for the stock fire v'insurance com-
years. panies is as follows: Loss ratio for

Q. The reason why I ask these ques-
tions, the public ought to be advised
that none of us are in position to make
anything like a scientific rate at this
tinve, so they would not be deceived, and
they ought to be advised that it will
take some little time and figures.

A. Certainly.

Q. Do you or not think, however,
even if the public pays a little higher
for one or two or three years, in order
to ascertain these facts, pay a little
higher perhaps than they scientifically
ought to pay, yet under the system of
penalization as now established by the
companies, don’t you think it will more
than compensate the public in the long
run?

A. Undoubtedly.

Q. Isn’t that the gist of the whole
thing ?

A. Yes, sir; I don’t sée why it ought
to cost them any more than they are
now paying; I don’t see any reason why
it should cost them any more.

Q. Il ask one more question and
them I am through: As an official in
your position, if it is left with three
hands to make the rates, I'll ask you
whether you would have a stable rate,
or a maximum and minimum rate, if it
was left with you what would you do?

A. I would name a fixed rate, and if
it could be shown by the companies or
the public or by investigation of my own
that a rate on a certain class could be
reasonably reduced, and as reduced pro-
vide a profit, for the companies, I would
reduce the rate. '

Q. You think that would be the most
scientific and come nearer heing justice
to the public alike?

A. Yes, sir.

Mr. Jalonick—Ask him if they haven’t
that rate under the present law?

Mr. Moller—Yes, but we are talking
about the new law.

Afternoon Session, August 1, 1910.

Examined by Mr. Cureton: '

Q. Now, Mr. Hamby, here is a book
on the distribution by the State of fire
insurance of 1909; I wish you would
take the book and look on page 109 and
tell the Committee the ratio of losses
and premiums on fire insurance in Texas,
the average for each of the years shown
from 1904 on up to and including 1908.
I mean for the average for the com-
panies that operated in Texas.

A. (The witness takes the book.) The

1904, 42.3 per cent.

Q. Now, Mr. Hamby, the loss fatio
for 1904 was 42.3 per cent, that amount
took 42.3 per cent of the premium; that
is I mean by that that it took 42.3 per
cent of the premium to pay the losses
by fire for the year 1904?

A. Yes, sir; that much for every -
dollar of premiums received, that means
for every dollar of premiums received
the company had to pay out an average
of 42.3 per cent.

Q. Now, for the year 19057

A, TFor the year 1905 it was 483
cents, for 1906 it was 50.3 cents, for
1907 it was 53.2 .cents, for 1908 it was
62.6 cents.

Q. Now, let me have that book for a
moment. Now, to make it perfectly
clear, out of every dollar’'s premiums
collected for each of these years the
companies pay out losses, say for the
year 1908, an amount of 62.6 per cent
for each dollar? ’

A, Yes, sir.

Q. I notice it gives the names of
various fire insurance companies and
gives it by companies; that is, the loss
ratio. For instance, for 1908 I notice
the Connecticut Hartford Fire Insurance
Company loss ratio 60.9 per cent, while
that of the Delaware and Philadelphia
Company is 75.1 per cent, making a dif-
ference of about 15 per cent.

A. Yes, sir.

Q. Now, why is it that the difference
is shown in the companies. I notice it
obtains among the great many of the
companies a difference in amount or
loss of per cent for less ratio; explain
that to the Committee. Why is there
such a difference in the loss ratio be-
tween the several companies?

A. There may be many things that
would make a difference in the loss
ratio of the different companies. Their
method of handling business, the classes
of business that they handle, that is the
class of insuranee each company should
write, and you might say the luck of
the company would have something to
do with it, that is the writing of the
same class of* insurance.

Q. What do you mean by luck?

A. A company might write a certain
class at the same rate for several years
and make a profit on it, and say three
or four years afterwards nave enough
losses out of this same class that they
would wipe out all of their profit that
they had made and more too.

Q. T notice for the year 1908 the
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Lumber Insurance Company of New
York had a loss ratio of 132 per cent;
what does that mean?

A. That means that of every dollar
received as premium of that company,
that is for every dollar received for
premiums by that company, the com-
pany incurred a loss of 132 cents.

Q. I notice some of these companies
had a loss ratio as low as 33 cents.
I notice the Jaco or Moscow Company
had a loss of .7 per cent, that is .7 of 1
per cent, and there are some companies
running as high as 132 per cent, but
the general average being 62.6 per cent.
Will you please explain this; I believe
you have explained that somewhat on
the class of risk and on the management
of the company?

A. Yes, sir, largely.

Q. You have looked over these lists,
1 suppose, yourself?

Yes, sir.

Q. And you have noticed that the
loss ratio ranges from .7 of 1 per cent
to 178.4 per cent? And you say the
difference in the management of the
company is sometimes a controlling fac-
tor in this loss ratio?

A. That is the principal difference.

Q. Well, now in what way is the
mismanagement of its business, in what
way does that effect the loss ratio; here
is one company showing the loss of 178
per cent while the average is only 62
per cent of all the companies?

A. The loss ratio of 178 per cent
would not necessarily mean that the
company had been mismanaged. Two
good severe fires or at least one serious
fire might wipe out all of the premiums
and show a loss ratio far in excess of
the average.

Q. For the five years T have named,
beginning with 1904 and including 1908,
it shows a gradual increase in the loss
ratio of from 42 per cent to 62 per cent;
now, do you think that gradual increase
| of the loss ratio was due to the mis-
management of the company or what
was it due to, I mean the companies
operating in this State?

A. T think it was due to probably
their eagerness to accept business, and
their recklessness in accepting business,
which means that they probably ac-
cepted it at rates in many cases that
were inadequate, and also accepted risks
without proper inspection and would
thereby suffer losses.

Q. Judge Lee suggests that I show
by you where you are on the stand on
this loss ratio business that the com-
panies which incurred the largest loss
ratio of those ordinarily having the
smallest amount of busines during the
year; for instance, take the Toledo F.
and M. Sandusky, that company re-
ceived $3,337.00 and incurred losses to
the extent of $5,953.00, and had a loss
ratio of 178 per cent. The actual risks
written by it was $112,000.00, and it
showed that the loss ratio stated above.
I am making this statement in order
that the record may show the facts as
shown here and show the high per cent
accompanying the small amount of in-
surance.

With the permission of the Chairman,
I will incorporate this table in the rec-
ord so as to show to the members of
the House and to the Committee just
exactly the full ratio in connection with
the amount of business. This is for
Texas., The table in question is as fol-
lows:
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Ratio
. of
Risks Losses
. Premiums Losses ‘Written -to
Name and Location of Company Received Incurred and Temi-
Renewed | ums
—per
cent.
hen & Munich, Aix-la-Chappel.................. $ 34,865 $ 21,549| $ 21,831,907 61.7
A, riford 263,895 155,683| = 17220,169| 58.9
Adirondack, New York.. ,08 ,37 120,275  76.9
Agricultural, Watertown 35,970 22,660 2,305,100/  63.0
Allemannia, Pittsbure.... 34,113 22,654 1,775,647| 66.4
‘Alliance, Philadelphia. 23,899 9,447 1,060,692 39.5
American, Newark ..... 24,554 15,350 1,607,272 62.5
American Central, St. Louis.. 119,008 77,809 9,123,507 65.3
American Druggist, Cincinnati.. 991 s 64,4501............
Atlas, London. 30,380 18,332 1,907,370  60.3
Austin Fire, Dallas... 102,782 67,412 6,948,679 55.6
Boston, Boston, Mass.. V14 2,749 528,667| 38.4
British America, Toronto.. 18,949 12,898 1,167, 68.0
Caledonian, Edinburgh... 29,983 16,963 1,832,620 56.5
Camden Fire, Camden. 45,024 26,909 2,425,704 59.7
Citizens, St. Louis 43,843 26,035 2,938,329 59.3
City of New York, New York... 16,710 3,914 1,051,860| 23.4
Cologne, Reinsurance, Cologne.. 17,29 13,303 1,052,791 76
Commercial Union, London....... 166,635 125,325 13,673,163 75.
Commercial Union, New York ,15 1,47 482,170  20.
Commonwealth, Dallas.............. 110,394 65,693 4,177,300 .59,
Commonwealth Fire, Ottumwa. 2,010 12 * 200,000
Commonwealth, New York.... 11,433 104 044,794
Concordia, Milwaukee..... 17,704 9,923 1,144,397| 56
Connecticut, Hartford.. 67,324 41,024 3,901,106 60;
Continental, New York 151,311 82,172 16,270,331 54.
Delaware, Philadelphia... 23,062 17,348 1,273,057 75.
Detroit F. & M., Detroit ...... 40,858 29,698 2,717,146|  72.
Dutchess, Fire, Poughkeepsie. 19,133 15,570 1,016,677 81.
Equitable, F. & M., Providence 32,052 13,028 2,043,111  40.
Equitable, Charleston. 10,581 3,397 620,385 32.
Farmers & Merchants, 31,547 27,628 826,567| 87,
Fidelity Fire, New York...... 23,492 8,839 2,071,053| 37.
Fire Association, Philadelph 197,291 132,098 10,365,142| 66.
Firemans Fund, San Francisco. 113,393 76,364 7,331,427 - 67.
Tiremens, Newark.................. 35,338 16,335 2,522,493| 46,
First Russian, St. Petersburg. 11,245, 2,649 652,782 23.
Freeholders, Topeka............. 12,070 4,074 1,117,803 33.
Georgia Home, Columbus.. 76,355 46,278 5,547,549| 60.
German, Peoria..................... 31,574 8,641 1,816,850| - 27.
German Alliance, New York.. 10,302 7.441 793 72
German-American, New York 200,027 121,010 13,561,453 60.
German-American, Pittsbure.. 3,59 70 379,149 19.
Germania, New York............. 49,195 26,668 2,925,809 54.
Girard F. & M., Philadelphia.. 28,069 20,745 1,475,127 73.
Glens Falls, Glens Falls.......... 31,033 28,628 3,542,853 92.
Globe and Retgers, New York 16,916 9,154 956,993| 54.
Hamburg Bremen, Hamburg.. 76,924 49,237 4,119,024) 63.
Hanover, New York......... 44,402 34,737 2,487,356 78.
Hartford Fire, Hartford. 528,389 302,417 41,469,414| 57.
Home, Fordyce.......... 39,673 15,133 2,539,085 38.
Home, New York...... . 294,783 211,363 32,283,594 71.
Ins. Co. of North America, Philadelphia. 164,042 77,329 7,184,697 47.
Ins. Co. of St. of Pa., Philadelphia........ 24,588 21,141 1,192,831 86.
Jacor, MOSCOW..........covveericriien..n. 2,857 212,461 .
Jefferson, Philadelphia......... 44,677 29,404 2,740,106 65.
Liv. & Lon. Globe, Liverpool. 355,788 177,148 21,718,408 49.
Liv. & Lon, Globe, New York 25,042 19,896 1,468,639| 79.
London Assurance, London....... 43,617 24,355 2,534,606 55
London and Lancashire, Liverpool. 59,402 33,986 3,977,793 57.
Lumber, New York...................... 3,342 4,412 124,025/ 13.
Mechs. & Traders, New Orleans 38,414 - 32,388 2,274,223 84.
Merchantile F. and M., Boston.. 17,279 14,119 71,971 81,
Michigan Commercial, Lansing.. 37,266 25,801 2,432,558| 69.

- Michigan ¥, and M., Detroit... 27,706 19,050 1,351,108] 68.
Milwaukee Fire, Milwaukee.... 6,186 4,383 448,767 70.
Milwaukee Mechs., Milwaukee. 69,202 50,417 4,004,011 72.
Monongahela, Pittsburg....... 4,556 1,235 280,826| 27.
Moscow Fire, Moscow........ . 22,050 4,739 1,446,943 21.
Munich Reinsurance, Munich.. 87,552 56,717 5,642,516 64.
National, Hartford.............. 123,318 102,922 7,394,913 83.
National Lumber, Buffalo. ,06. 4,43 22,760 62.
National Union, Pittsbure... 64,579 54,163 4,218,041 83
New Brunswick, New Brunswick. 12,084 3,054 68,714 25
Norfolk, Norfolk 3,622 1,416 232,570 39.
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Ratio

Premi Lo Risks o &s

. Temiums SSe 5 | ‘ritten S

Name and Location of Company. Received Incurred | and P to

| Renewed remi-

“ ums,

I —per

! cent.
New Hampshire, Manchester........ $ 1108350 § 73.634| $ 5.466,647) 66.4
Niagara, New York.......... 92,987 56,166 5,642,516)  60.4
Nortb Brit. & Mercantile, London.. 109.491 69,897 7,163,960 63.8
North Brit. & Mercantile, New York. 6.7 3.388% 730,451  50.0
North River, New York 25,471 1,750,033] 81.3
Northern, London : . 51,120 4.633,776| 64.4
Northwestern Nat'l, Milwauk 8,507 2,294,248 25.2
Norwich Union, Norwich.. 22,294 2,545,7271  49.0
0ld Colony, Boston 14,454 2,031,027 47.5
ient, Hartfor 64,161 6,782,125 67.2
Palatine, London 20,499 2,961,713| 48.4
Pelican, New York 6,067 385,304] o9R%.6
’ennsyivnnia. Phil: : 91,848 3,5 72.7
Phenix, Brooklyn 158,692 104,188 11, 65.6
Phoenix, Hartford. 171,834 78,344 1 15.6
Phoenix, London...... : 71,876 59,919 3 ]3.3
Prov. Washington, Providence. 64,085 48,115 3 75.0
Prussian National, Steptin......... 72,345 56,622 5 78.2
ueen of America, New York 111,869 67,487 6 60.3
liance, Philadelphia............. 23,097 8,043 1 34.8
ster German, Rochester 73,041 51,022 8 69.8
Rossia, St. Petersburg. 105,279 74,315 7 70.6
Royal, Liverpool......... 200,294 94,204 11 47.0
Royal Exchange, London 95,189 70,111 5 73.6
Russian Reins., St. Petersburg.. 11,245 2,649 23.5
Salamandra, St. Petersburg.... 43,342 19,033 3, 43.9
Scottish Union & National, Edinburgh 137,117 96,635 7 70.4
Seaboard F. and M., Galveston 52,200 25,378 3 48.6
Security, Davenport 2.528, 1,169 46.2
Security, New Have 60,170 32,257 3 53.6
Shawnee, Topeka... 54,024 32,282 2 59.7
Skandia, Stockholm. 24,006 10,064 1,354,7 41.9
Southern, Lynchburg.. 27,440 14,090 1,362,772] 51.3
Southern National, Au 52,068 16,499 2,908,282 31.6
Springfield F. and M., Spril 131,423 78,788, 11,808,759 59.9
Spring Garden, Philadelphia.. 88,946 32,790 8,522,779 36.8
State Fire, Liverpool .. 2,798 2,587 205,433} 92.4
St. Paul F. and St 245,335 62,342 10,232,952 42.9
Sun, London.... 56,578 39,869 3,371,203 70.4
Sun, New Orleans. 38,541 17,759 2,040,625 46.0
Texas National, Fo 32,465 18,165 4,259,630 55.9
Teutonia, New Orleans.. 36,173 33,634 1,572,013{ 929
Toledo ¥. and M., Sand 3,337 5,953 112,322 178.4
Union, Buffalo.... 12,963 5,488 1,063,056 42.3
U_mon. Philadelp 20,093 12,659 1,968,251 63.9
Virginia F. and M,, 38,192 34,359 2,611,610 89.9
Virziqia. State, Richmond. 28,992 24,992 1,713,983 85.9
Washington, Seattle. 7,069 4,175 430,924 59.0
Westchester, New Y 85,863 55,454 5,457,876] 64.5
Western, Toronto... 41,413 26,753 5,832,300 64.5
Western, Pittsburg 17,726 26 1,273,810 1
Western Reserve, 851 675 60,700| 79.3
Williamsburg City, Brookly 53,740 45,089 2,258,785] 83.8
Winona, Minneapolis..... 9,879 8,818 806,764 89.2
....... $7,628,851 $4,781,703( $533,818,240 62.6
7,771,368 4,140,598, 498,898,542 53.2
6,767,113 3,404,345) 423,842,536 50.3
6,229,678 3,009,063| 409,195,303 48.3
............. 6,111,191 2,585,237| 381,208,742 42.3

Mutual Companies.

Farmers, McKinney....................... $ 615/ § 11,731 & 75,000} 1907.5
Hochheim Prairie, Yoakum. 1,697 1,835 169,750, 108.1
Mecca, Waco.................. 17,822 10,534 985,185 59.0
Millers, Fort Worth. 72,418 43,517 4,655,125 60.0
Total $ 92,752] 8- 58,617, $ 5,885,060 63.1
Totals, 1907.. 176,099 151,042 19,434,179 85.8
Totals, 1906.. 146,056 99,728 16,835,260 68.3
Totals, 1905.. 113,244 84,171 13,225,676 74.3
Totals, 1904 87,129 64,398 9,380,290 73.9
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Mr. Cureton to the witness: .

Q. Now, Mr. Hamby, taking the com-
panies that did the large amounts of
business for the year 1908 in this State,
was their loss ratio large or small?

A. Generally speaking, as I remem-
ber it, they were large. I do not re-
member particularly.

Q. Mr.Hamby,I will hand you a doc-
ument prepared by you or by your office
showing first fire rates per capita tor
Texas for each year for from 1906 on
down and also the fire loss per capita,
and ask you to take it and read it to
the committee and explain it and then
you can give the document to the sten-
ographer so it can be incorporated in
the record.

Mr. Terrell—I suggest that the doc-
ument itself go into the record without
any explanation. I suggest that it ex-
plains itself.

Mr. Cureton—The document will go
into the record all right, but there are
-some things in the document that ought
to be explained to the committee. We
will put the whole document in the
record.

The Witness—The fire waste per cap-
ita for Texas for the year 1906 showed
$1.36. ’

Q. That per capita in this State.
How did you ascertain the population?

A. The population was estimated. I
took the school census as shown in the
Department of Education and allowed
either five or six head to each child, I
forget now the exact number, whichever
it was, but whatever they estimated at,
as the population. I took that estimate
and it showed the total population of
1906 of 4,349,300. The fire waste for
that year is $5,894,980, which made a
per capita loss of $1.36. The popula-
tion was estimated for 1907 as being
4,467,200. The fire waste was $6,952,900,
-which had a per capita of $1.56. For
1908 the population was 4,575,100. The
fire waste for 1908 was $7,253,850, mak-
ing the per capita loss $1.59. For the
year 1909 the estimated population was
4,745,000; the fire waste was $10,476,500.

Q. Now, that seems to show steadily
an increase of fire loss to the State or
in the State on the amount as shown
there per capita. That is, I mean the
increase shows to be steady. How do
you account for that? There seems to
be a steady increase of the fire loss for
the last four or five years, whatever you
have shown there.

A. It would be only a theory.

Q. What is your theory about it?

A. Climatic conditions, financial con-
ditions and the general demoralization

in the fire insurance business. I think
all of these had an influence upon it.

Q. Take the climatic condition, for
instance; take the climatic condition of
last year, do you mean the drouth all
over the State had something to do with
the fire losses in the State?

A. Yes, sir; that is my opinion.

Q. Financial conditions; vou mean by
that the crop failure of last year and
the money panic of 1907 running on into
1908 had something to do with the fire
losses of the State?

A. Yes, sir; I feel sure that it did.

Q. Do you mean that the condition
of business affects the moral hazard to
such an extent that there were incen-
diary fires? )

A. Yes, sir; probably a greater
amount of carelessness in the protection
of property and the maintenance of
the property and poor repairs and poor
management and all such things as that
finally drift into a bad condition and
create fires.

Q. And then you say the demoralized
condition of the fire insurance business?

A. Yes, sir; less scrutiny of the risks
and -more hazard undertaken than there
should have been undertaken.

Q. During the close financial vimes it
becomes a struggle with the insurance
companies, does it, like it does with in-
dividuals, to get ready money to con-
duct their Dbusiness and they take
hazards that they might not otherwise
take; is that what you refer 10?

A. T do not much think that that is
the case. They are so anxious for busi-
ness in times of financial stringency that
they take risks that they would not or-
dinarily take, but generally scrutinize
their business more closely.

Q. T am speaking of the local agents
who were out for money, too, during
financial stress in their efforts to get
business. .

A. Yes, sir. i

Q. The financial stringency affects
them and makes them more careless?

A. Yes, sir; of course théy are more
eager, to get business.

Q. In your judgment the climatic
condition and the condition of the crop
and the general financial condition enter
into the problem of making fire rates so
as to clear a sufficient amount on pre-
miums to make up the fire losses?

A. Yes, sir.

Q. What else do your tables show?

A. The next illustration is the
amount of loss per $1000 insurance car-
ried.

Q. What was that?

A. For 1904 for every $1000 insurance
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carried $6.70 burned; for
burned. _

Q. When you say burned you mean
the amount the companies paid?

A. Burned. That was the amount of
insurance.

Q. The amount they actually paid?

A. Yes, sir; I have not got the un-
insured loss for these two years. TFor
1906 I have both the insured and the
uninsured loss.

Q. What I mean is this, the statistics

1905 $7.30

from which you compile that statement,

do these statistics show that the com-
pany actually paid and is that what you
base the statistics on or are you simply
basing on the amount of insurance actu-
ally carried on the property?

A. For every $1000 carried these
figures of losses is the amount of loss
they paid. TFor instance, in 1906 for
every $1000 of insurance granted they
paid $8.00 losses. That was $5.90 losses
that were not insured, making a total of
$13.90 losses insured and uninsured.

Q. That is simply on the question of
fire waste?

A. Yes, sir.

Q. 'The total fire waste?

A, Yes, sir. For 1907 the insured
losses were $8.30 and the uninsured
losses $5.70, making a total of $14.00.

Q. This $14.00 on each $1000 worth
of property within the State; this is
where it was insured or uninsured?

A. Tourteen dollars. The loss on
property in the State as compared with
$1000 insurance in .the State for 1908
it was $8.90 insured and $4.70 unin-
sured, making a total of $13.60. For
1909 it was $12.30 insured and $6.90
uninsured, making a total of $19.20 in-
sured and uninsured.

Q. But the $12.30 is what the com-
pany had to pay per thousand?

A. Yes, sir. .

Q. What else does your table show?

A. They show the average rate as I
have here, these rates that I have read
out from the book.

Q. What was the average rate?

A. The average rate for 1904 was
$1.60. The average rate for 1905 was
$1.50. The average rate for 1906 was
$1.59. The average rate for 1907 was
$1.55. The average rate for 1908 was
$1.43. The average rate for 1909 was
$1.56. )

Q. It would appear that in the

amount there has been a gradual reduc-
tion of insurance premiums down to and
including last year, which you read and
which was for the year 1909?

A. Yes, gir; in the main.

Q. In the main it is a gradual re-
duction? ’

A, Yes, sir.

Q. How do you account for the grad-
ual reduction of insurance premiums
when you say during these years or
parts of these years that the hazard
had become greater?

A. The company had not regulated
the rates to take care of the hazard.
Through discrimination the good risks
were bearing more and more the burden
of the bad risks. The next statement is
the statement of premiums fire waste in
Texas for the years 1906, 1907, 1908,
and 1909.

Q. Give us that statement.

A. TFor the year 1909 the premiums
$6,910,728.00 and the insurance loss or
fire loss was $3,404,345.00; the unin-
sured loss $2,490,635.00, making a total
fire waste of $5,894,980.00. Possibly,
Mr. Cureton, it would be better if I
would read the premiums straight down.

Q. Yes, and then you can copy the
fire loss.

A. TFor 1906 the premiums were $6,-
910,728.00, for 1907 the premiums were
$7,062,310.00, for 1908 the premiums
were $7,756,609.00, for 1909 the premi-
ums were $8,493,085.00. The insurance

losses were $3,404,345.00 for 1906, for

1907 the insurance losses were $4,140,-
598.00, for 1908 the fire losses were $4.-
781,703.00, for 1909 the fire losses were
$6,698,832.00; the uninsured losses esti-
mated for 1906 were $2,490,635.00; for
1907, $2,812,302.00; for 1908, $2,472,-
147.00; for 1909, $3,777,658.00, making
a total fire waste as follows: For 1906,
$5,894,980.00; for 1907, $6,952,900.00,
which was an increase of $1,057,920.00;
1908, $7,253,850.00, being an increase
of $300,950.00 over the previous year;
for 1909 it was $10,476,300.00, being an
increase over the previous year of $3,-
222,650.00.

By order of the Committee, the follow-
ing statement (which is the statement
from which Mr, Hamby testified in refer-
ence to fire waste, etc., per capita) is
copied in this record:

The fire waste per capita for Texas is
as follows:

Year 1906—DPopulation, 4,349,300; fire
waste, $5,894,980; per capita, $1.36; in-
crease, ....

Year 1907—Population, 4,467,200; fire
waste, $6,952,900; per capita, $1.56; in-
crease, 20c.

Year 1908—Population, 4.573,100; fire
waste, $7,253,850; per capita, $1.59; in-
crease, 3c. )

Year 1909—Population, 4,745,000; fire
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waste, $10,476,500; per capita, $2.10;
increase, 62c.

This shows a steadily increasing fire
waste per capita, when it should show a
decrease.

The population is as estimated by the
Department of Education.

The fire loss per $1000 of insurance
carried was as follows:

Year 1904—Insured, $6.70; not in-
sured, ....; total, ....; increase, ....;
average rate collected, $1.60.

Year 1905—Insured $7.30; not in-
sured, ....; total, ....; increase, ....;
average rate collected, $1.52.

Year 1906—Insured, $8.00; not in-
sured, $5.90; total $13.90; increase,
....; average rate, $1.59.

Year 1907—Insured, $8.30; not in-

sured, $5.70; total, $14; increase, ....;
average rate collected, $1.55.

Year 1908—Insured, $9.80;
sured, $4.70; total, $13.60;

...; average rate, $1.43.

Year 1909—Insured, $12.30; not in-
sured, $6.90; total, $19.20; increase,

..; average rate, $1.56.

This shows that the burning ratio per
one thousand dollars, that risk is in-
creasing, while the rate has been de-
clining. '

Statement of premiums and fire waste
in Texas for the years 1906, 1907, 1908,
and 1909:

Year 1906—Premiums, $6,910,728; in-
surance loss, $3,404,345; uninsured esti-
mate, $2,490,635; total fire waste, $5,-
894,980; increase of total fire waste
over previous year, ....,

Year 1907—Premiums, $7,062,310; in-
surance loss, $4,140,598; uninsured esti-
mate, $2,812,302; total fire waste, $6,-
952,900; increase of total fire waste over
previous year, $1,057,920.

Year 1908—Premiums, $7,756,609; in-
surance loss, $4,789,703; uninsured esti-
mate, $2,472,147; total fire waste, 37,-
253,850; increase of total fire waste over
previous year, $300,950.

Year 1909—Premiums, $8,493,085; in-
surance loss, $6,698,832; uninsured esti-
mate, $3,777,668; total fire waste, $10,-
476,500; increase total fire waste over
previous year, $3,222 650,

This shows that the losses to com-
panies has increased year by year, also
that the total fire waste is rapidly in-
creasing annually.

Q. (By Mr. Cureton.) Mr. Hamby,
this record shows that from 1907 down
to 1909, or rather from 1906 down to
1909, it shows a gradual increase in the
total fire waste over the previous years;
1907 shows an increase of over one mil-

not in-
increase,

lion dollars, 1908 shows an increase of
over three hundred thousand dollars
over 1907, and in 1909 it shows an in-
crease of more than three million dollars
over 1908. Now, how do you explain
this increase in the fire waste of the
State over that of previous years; as I
stated, there is a three million dollar in-
crease in 1909 over the year 19087

A. In that particular year the in-
crease was partly due to the conflagra-
.tions in Fort Worth and at Dallas. .

Q. Fort Worth and Dallas conflagra-
tions?

A. T understand that there was some-
thing like a million dollars and pos-
sibly a little more than could be ae-
counted for in these two particular
places,

Q. That still would mean an increase
in the fire waste of over two million
dollars for 19097?

A. Yes, sir.

Q. How do you explain that?

A. It is only in a.general way that
you all remember that last summer was
a particularly warm summer and the
year generally was very dry and that
coupled with the—probably the results
of the panic of 1907 and the reckless
way in which the fire insurance business
was conducted, all combined to make the
excessive loss ratio.

Q. Well, now, Mr. Hamby, as an in-
surance man, what in your judgment is
it that this committee of- this Legisla-
ture can do to decrease the percentage
"of this fire waste to the State? .

A. I think that the fact of having a
uniform system of rates that are de-
mandatory from the companies that will
necessitate a very close inspection of
risks in order to correctly apply the .
rates, would have a good—a great effect
upon eliminating hazards that finally pro-
duce fires. “The State, I think, should
also abolish the valued policy law and
also put such restrictions against over-
insurance as is possible, and probably
the appointing or providing for a fire
marshal and making it mnecessary for
every fire to be strictly investigated
that is of an unknown or supposed ori-
gin that can not be readily accounted
for.

Q. Now, the full—valued policy law
of this State is a law that applies only
to houses or real property as we call it,
excluding the lot; that simply means
that the face of the policy must be paid
regardless of the value of the property?

A. If it is destroyed.

Q. If it is destroyed? WNow, you say

the abolition of the full valued policy,
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in your judgment, would tend to de-
crease the amount of fire waste in the
State; now, how would it do so?

A, I would think that the fact that
the risk or valued policy law has some
tendency toward people insuring their
property for more than it is worth;
principally buildings more than il is
worth. It is not always with design at
first. A building may be insured for 80
per cent of its value and the policy re-
newed from time to time without close
inspection or revaluation, and the build-
ing could depreciate owing to various
circumstances and conditions
‘would eventually be worth less than the
face of the policy. Probably the as-
sured would get in a bad financial con-
dition and want to realize on his policy,
and knowing that bis policy is a liqui-
dated demand, in the event the building
i totally destroyed, he might have no
hesitancy in destroying it.

Q. - The fact that the value of the
building could not’ be disputed in court,
you think, would contribute to the moral
hazard of the business?

A. Yes, sir.

Q. Now, Mr. Hamby, would a provi-
sion of the law requiring that property
should be valued—a value placed upon
it by a disinterested person at the time
the policy is issued and that thereafter,
each time it is reissued, it should be re-
valued; would that give any help in re-
ducing the fire hazard and keeping values
within proper bounds?

A. That would belp. I don’t think it
would be very practicable.

Q. You don’t think it would be very
practicable?

A. I don’t think it would. There are
so many buildings to be wiitten every
day that it would keep the appraisers
pretty busy and it would necessarily in-
crease the cost of insurance.

Q. You think it would be impractica-
ble, then, to have disinterested parties
to appraise the property, or public ap-
praisers to appraise it; it would be im-
practicable because of-—

A. TIf -you have public appraisers ap-
pointed for that particular purpose it
would be practical.

Q. Public appraisers, say for the city
of Austin or Dallas, paid for the ap-
praisement ?

A. Yes, sir; it would be just as prac-
ticable as to appraise for taxing pur-
poses.

Q. Why would it not be practicable
in towns and villages for property to be
appraised ?

A. Tt would be practicable, and I sup-
pose only to the State it would—in a

and it

small village it would be easier to do
that.

Q. Wouldn’t it in small towns and
villages for their property for a man to
have his property appraised for insur-
ance?

A, Yes, sir.

Q. And let the one appraisement
stand for the year?

A. Yes, sir. |

Q. Judge Lee suggests that I ask you
what per cent of the insurance carried on
carried on property outside of the cities?

A. T have no idea.

Q. Do you know, Mr. Hamby, what
per cent of property is destroyed by in-
cendiary fires? ’

A. No, sir.

Q. Have the insurance companies any
record of that class of fires?

A. Not that I know of. They may
have; individual companies ay have
records of their own fires that they con-
sider of incendiary origin, but whether
they have combined their statisties to
ascertain that is a matter I do not know.

Q. Mr. Maddox suggests this ques-
tion: In your opinion, what character
of risks are more frequently destroyed
by incendiary fires; what character of
risks?

A. T have no idea.

Q. You don’t know whether it is mer-
cantile or residence or what class of
risks?

A. No, sir. T could only say that it
is my—I should guess it would be mer-
cantile. There is more of a moral hazard
entering into mercantile risks than a
dwelling risk. There is more sentiment
attached to a home of a man and its
contents than there is business property.
He always needs a home whether he
needs his business house or not.

Q. Well, Mr. Hamby, I wish you
would explain to the Committee what
is meant by the 80 per cent co-insurance
clause, which, as I understand, has been
used in preparing the rates and sched-
ules promulgated by Mr. Roulette.

A. The 80 per cent co-insurance
clause is attached to a policy and makes
it a condition that the company im-
poses upon the insurer to carry 80 per
cent of his value in insurance, and in
the event he fails to do so the assured
has to become a co-insurer with the
company,

Q. To the extent of 80 per cent?

A. To the extent of 80 per cent, or
sutfer a loss, a fair loss in proportion to
his deficit.

Q. If T took a piece of property
worth ten thousand dollars, if I took
out 80 per cent of its value, that is to
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say, eight thousand dollars on the busi-
ness, and it burns, with a partial loss,
how much do I get?

A. You get the amount of your loss
not in excess of the policy.

Q. Not in excess of the eight thou-
sand dollars? All right, but suppose
that I take out on a building worth
eight thousand dollars only two thou-
sand insurance and it burns, how much
do I get?

A. If it totally burms, you get two
thousand dollars insurance.

Q. And if it partially burns, what
do I get? .

A. If it burns less than 80 per cent
vou stand three-fourths of the loss and
the company pays one-fourth of the
loss.

Q. Now, Mr. Hamby, why have the
insurance companies placed that 80 per
cent insurance clause in these rates,
and why is the reason for the condi-
tion, such as prevails?

A. The reason is to maintain the
parity of rates as between the insurers.

Q. Mr. Gilmore says that before these
rates were promulgated they would not
let us insure but three-fourths of the
value and now they want us to take 80
per cent, and he don’t understand it,
and I don’t understand it.

A. In some localities they would not
insure for more than three-fourths, and
in others they would insure for more
than three-fourths, and in some locali-
ties they require 100 per cent insurance.

Answering your first question on the
proposition of requiring 80 per cent co-
insurance clause is that they base .their
rates, especially mercantile rates, upon
the supposition that all would insure for
80 per cent of the value and they knew
that many would not do it, and in order
to keep the rates on a parity as between
the insurer and the insured they had to
adopt some rule or method which would
equalize that where the insurer did not
take 80 per cent; it is simply a matter,
you might say a parallel with taxation
and rendition of property.

Q. You had prepared and explained
the other day to me a table in con-
nection with that; have you got that
with you? Mr. Lee suggests this ques-
tion, if the 80 per cent co-insurance
clause is not just simply a method of
having the insurer to take out 80 per
cent insurance whether he wants it or
not or force him to carry—to take out
insurance on 80 per cent of his property
rather than carry his own risk?

A. No, sir.

Q. It is not?

A. 1 don’t think so, as I shall show
you by this illustration.

Q. All right; go ahead and explain
to the Committee the table.

A. Presuming that insurance is a tax
and that it is paid by the people into
the insurance treasury as we pay our
taxes into our county, State and ecity
treasuries, it would show better by com-
parison as follows: supposing we have
ten million dollars worth of property
for rendition and upon which we .are
going to render taxes and that the
amount of our budget is. one hundred
thousand dollars. We have got to raise
that amount of money from the peoplé
on ten million dollars worth of prop-
erty and that ten million dcllars worth
of property is owned by five classes of
men, or people, each one having two
million dollars worth of property, A, B,
C, D, ard E, have to render their prop-
erty. at full value in order to derive
one hundred thousand dollars in taxes
we could tax each and every person one
per cent, and presuming that they all
do not do that, class A rendering their
property at one hundred per cent would
be two million dollars rendition; class
B rendering their property at 80 per
cent would be one million six hundred
thousand; class C rendering their prop-
erty at 60 per cent would only render
one million two hundred thousand; class
D rendering at 40 per cent would be
eight hundred thousand dollars; class I3
rendering at 20 per cent would be four
hundred thousand, so that the total
property rendered would only be six mijl-
lion dollars instead of ten million; then
in order to produce one hundred thou-
sand in taxes we have got to estimate
the value of a tax rate of $1.66 instead
of $1; now, if we adopted the first
method of taxing ourselves on the basis
of everybody putting their property in
at a hundred per cent we get a tax rate
of a dollar, but when it comes to paying
the taxes the other parties, classes B, C,
D, and E, do not render their taxes in
at full value. They would not pay the
amounts that they would pay under their
full rendition, so if we tax them on their
smaller amount at one per cent instead
of getting one hundred thousand dollars
taxation we only get sixty thousand dol-
lars, and assuming that we allow every-
hody to assess their property at the
amount that they desire we have got to
get a rate of $1.66 from all of them so
all of those who do assess their property
at full value pay $1.66 and those who
assess their property at 20 per cent pay
$1.66. Now, insurance companies went
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on the proposition. I understand, that
they base their rates on the supposition
that all insurers would carry 80 per
cent insurence and they based their rate
on the 80 per cent insurance—

Q. Could they base it on 60 per cent
or 50 per cent, or any other per cent?

A. They first based their rates on
the supposition that all would earry 80
per cent. We have data of a certain
number of millions of dollars of prop-
erty and a certain amount of it is going
to burn on an average and assuming
that out of that total property they
have 80 per cent of that to compare it
with the amount of the total that burns
and then you might say it is an average
rate fixed, then it is very plain that if
they base their rates on the supposition
that all will insure for 80 per cent and
some do not insure for 80 per cent, they
have on those who do pay 80 per cent
a higher rate than those who do not
insure for 80 per cent. Now, if they
have fixed 80 per cent as a basis for
their rate and .they can control the
amount of insurance that any one will
take they have to put in their policies a
clause that will control that difference
or they will make their rates that much
more in the best of lines than 80 per
cent insurance, so if they first wanted
70 per cent insurance they added some,
~if they wanted 60 per cent insurance
they added more; if they wanted 30 per
cent they added more. The co-insur-
ance clause -is simply to maintain the
parity of rates and rate as between in-
surers.

By Mr. Brown F. Lee—Your reason is
based altogether upon—from the stand-
point of the company, isn’t it?

A, Yes, sir.

Q. Why do you enforce the 80 per
cent clause?

A. Well, I simply stated that the
companies used that 80 per cent co-in-
surance clause as a basis of waintaining
the parity of rates as between the in-
surers.

Q. That is from the standpoint of the
company. I understand your reason on
that and it is a very good one, too, so far
as the company is concerned, but taking
it from the standpoint of the insurers,
why not do that?

A. TFor the same reason you would
not want to discriminate between one
insurer and another, if you are fixing
their rate.

Q. Say I own $10,000 worth of prop-
erty and want to take out a $2000 policy
one it, in order to protect my credit,
just enough insurance to protect my

credit; you compel me to take out an
$8000 policy when I only want to ecarry
enough insurance to protect my credit.

A. Instead of asking you to carry
more than $2000 insurance I would sim-
ply say that I will give you $2000 insur-
ance at a higher rate.

Q. Then it might be cheaper for me,
at a higher rate, to carry the full $10,-
000 than to carry $20007?

A. Yes, sir.

Q. Then T could carry the whole $10,-
000 when I wanted to carry $20007?

A. Certainly, that is why the insur-
ance companies have filed their rate that
way. !

Q. Sure; it is all right for insurance
companies.

A. If you insure for $2000 at the
same rate on $10,000 worth of value at
the same rate that your meighbor in-
sures $8000 on a $10,000 value he is car-
rying your risk partly in the rate if the
rates are based on 80 per cent, you are
not paying your fair proportion of the
total rates.

Q. No; that is from
solely of the companies?

A. No, sir; that is from the standard
of equity as between you and your
neighbor.

Q. Now, then, you are undertaking to
do that by making an 80 per cent co-in-
surance clause by reason of the law fix-
ing the rate, aren’t you?

A. By reason of the law fixing the
rate?

Q. Yes, by reason of the law fixing
the rate?

A. By reason of the basis for fixing
the rate.

Q. All right, that is the same, the
board is acting under the law. Why
don’t they do this? The board is sup-
posed to have fixed the rate at a reason-
able rate under the law, why didn’t they
have an 80 per cent co-insurance clause
before this Fire Rating Board was cre-
ated?

A. They had many co-insurance
clauses before the rating board law was
passed and used them.

Q. They were using them?

A. Yes, sir; in many instances.

Q. They didn’t enforce it, did they?

A. Yes, sir; on many classes they
used the co-insurance clause on 80 per
cent, 85 per cent and in some cases 100
per cent on grain, wool, cotton.

Examined by Mr. Reedy:

Q. Mr. Hamby, I would like to know
whether the 80 per cent co-insurance
clause makes the cost of this insurance:
heavier on the insurer than it would be
without that clause?

the standard
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A. It would make it heavier on some
and not so heavy on others. It is in-
tended to equalize it over them all.

Q. Now, one other question. Doesn’t
it, if that is a fact, tend to make the
burden beavier on the small insurer and
lighter on the large insurer?

A. No, sir.

Q. Now, why.

A. I think the small insurer carries
rearer his 80 per cent than the large in-
surer as a rule; that is my judgment in
the matter.

Q. Isn’t one of the reasons for this
co-insurance clause that the companies
can’t atford to write smali policies with-
out heavier remuneration?

A. The amount of the policy is nol
considered.

Q. How about agents’ premiums?

A. The agent gets his commission on
the premiums. A policy for $5000 may
have a very low premium and a policy
for $1000 might have a very high pre-
mium.

Q. By Mr. Cureton.—Under the 80 per
cent insurance clause a man who took
out a large insurance policy on a partic-
ular piece of property, I will ask if he
didn’t get a smaller rate than the man
who took out small insurance on the
same piece of property?

A. Yes, sir; under the rates as laid
down in the schedule.

Q. And if he only takes out $2000 on
a $10,000 piece of property, the rates
would be higher than if he had taken out
an $8000 policy?

A, Yegs, sir.

Q. You assume an amount of $10,-
000,000 of property?

A. Yes, sir.

Q. That on this it has already been
.ascertained there will be a fire loss of
$100,000?

A. Yes, sir.

. And then the policy holders, under
the $10,000,000 of property, must raise
$100,0007

A. Yes, sir.

Q. You say, if each man who owns a
part of that $10,000,000 was to take out
a policy for the full amount the rate
would be a dollar? _

A. Yes, sir. .

Q. But if some take for the full
amount and some for a smaller amount,
in order to raise the $100,000, you must
mwake a higher rate than a dollar?

A. Yes, sir.

Q. Your position is, that the man
who takes out the smaller amount, as a
matter of equity, should pay a higher
rate?

A. Yes, sir; that is the theory.

Q. That is the argument in favor of
the co-insurance clause?

A. Yes, sir; it is strictly a matter of
equity in establishing the rate.

Q. Mr. Maddox suggests that the
man who takes out the smaller amount
is more apt to burn than the man who
takes out a larger amount of insurance.

A. No, sir; I should think that would
work the other way.

Q. Mr. Tarver desires you to explain
why, as a matter of equity, the man
who takes out the smaller amount of
insurance under the conditions named,
should pay a higher rate than the man
who takes out the larger amount of in-
surance ? -

A. That the rate as stated in the
schedule is based upon the fact that all
insurance would be figured on 80 per cent
of the value. If all would insure up to
the extent of 80 per cent it is very clear
that the amount of premium to be de-
rived would be so large, but if a certain
number insured for less, the total pre-
miums derived would be less at the end
of the year, and so on from year to year.
It would be necessary to increase the
rate upon all. If some were going to
insure for the full value and others for
a- proporticn, it would be necessary to
either reduce the rates on all or raise the
rate in proportion to the difference.

Examined by Mr. Reedy:

Q. As I understand it, Mr. Hamby,
there was a rating recently promulgated
by the insurance companies and the rat-
ing board have ordered a reduction of
that rate; is that correct?

A. Ordered a reduction on the mercan-
tile and special hazards generally.

Q. Now, how did you reach the con-
clusion that the reduction that you or-
dered was the correct reduction to make?

A. The figures that we had from all
over the State generally showed that
the mercantile rates had-been increased
as compared with the former rates an
average of 53 per cent, mercantile and
special hazards. Our information was
that dwellings had been reduced by the
companies about 20 per cent. We fig-
ured that the dwellings redeced by the
companies and the mercantile and special
hazards as increased by the companies
would make the general rates and gen-
eral premiums in excess of the average
amount needed to compensate the com-
panies and by making a reduction of 25
per cent on mercantile and 15 per cent
on special hazards, that was as close as
we could approximate it with the lim-
ited time and information that we had
—we feel and realize that the question
of rates will never be fully settled; it is
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something that is changing all the time
as sand goes through the hour glass,
every grain of sand that goes through
changes the position of the others in the
same glass—our having a higher rate
than necessary in some classes and on
others we were not obtaining as good as
necessary, we felt that the people needed
the relief we allowed and it was as good
a relief as we could give them.

Q. Your committee came to the con-
clusion that the rate on commercial risks
was excessive?

A, Yes, sir

Q. Now, this bill makes the rate of
1909 the legal rate until a new rating
can be had by the board, is that correct?

A. I understand that it is.

Q. Has that been because the board
has reached the conclusion that those
rates were fair and reasonable and not
excessive? '

A. 1 don’t know why.

Q. Are these really fair and reasona-
ble rates or not?

A. My idea is it would be best speci-
fied in House bill No. 7 that pending the
promulgation of new schedules by the
Insurance Rating Board that companies
be allowed to write insurance in excess
of the rates now obtaining as promul-
gated recently by the companies and re-
duiced by the Insurance Rating Board.

Q. These rates recently promulgated
by the companies and reduced by the
board, are they higher than the rates of
19091

A. They may be, as a whole, a little
bit higher, but the fact that there was
no case that could be very readily taken
up by each individual insured, by reduc-
ing and eliminating certain hazards from
these risks, such as removing trash, gas-
oline, empty boxes, repairing window
panes and generally improving the risk.
The increase of 53 per cent as men-
tioned for mercantile risks was largely
made up of these deficiency charges.

Q. Suppose, Mr. Hamby, that a spe-
cial rating used in a State was consid-
ered excessive by reason of penalizing
the insurer on some particular element
of risk?

A. You mean his individual risk?

Q. Yes, sir; his individual risk?

A. It wouldn’t be possible for each
person in a State to bring his grievance
before a board.

Q. Would it, under tne plan contem-
plated by the fire marshal feature of this
bill?

A. T don’t think after a little while
there would be very much trouble’ on
penalization. I think those cases would
be comparatively few, on the penaliza-

tion phase. Reports should be given by
the insurance companies and all their
agents and by city officials and firemen,
fire marshals in each individual town.
I think after a little while that practi-
cally every business man will be famil-
iar with the make-up of his rates, get
an itemized bill of it, just as you would
get ‘an itemized bill of your groceries.

Q. And he would remove them of his
own—

A. T think in nearly every case that
these things would be removed. My
experience is where insurers have been
shown the deficiencies in their risks they
were uncomsciously after years and
years, they were very thankful for hav-
ing their attention called to it and would
very readily make the corrections, realiz-
ing not only that they are getting a
lower rate but that they are lessening
their chances of fire in their own risk
and in case of an outside protection
they lessen the chance of damage from
fire originating mext door to them or
across the street.

By Mr. Terrell of Bexar—Q. Mr.
Hamby, don’t you believe it would be
well if we are.going to retain the rates
in force at the present time as reduced
by the board to place in the law a pro-
vision that all risks written hereafter
before action is taken by the board that
the insurer should have the right within
sixty days to remove any defect and
that the company should give him credit
for all defects removed in that time; in
other words, I need a policy today—

A. Yes, sir, I catch it—

Q. And there is some defect, slight
defect, which may increase the rate of
insurance to me but which I will re-
move within sixty days, or as soon as
possible, don’t you believe that I ought
to have credit on that policy?

A. That would not strictly be con-
sistent.

Q. Why not, Mr. Hamby?

A. Tt would be on—probably a good
idea. You certainly ought to have no-
tice and know that your rate is so and
so and is made up.

Q. Well, but if T need an insurance
policy today, I could not afford to leave
my house vninsured until I could fix up
some defect, would not the only proper
way be to give me thirty to sixty days
in order to remedy that defect so as to
give me an opportunity to give me the
proper rate?

A. In the meantime your risk is
more hazardous than your rate you are
getting would justify. :

Q. Oh, I would pay the fixed rate
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when I got the policy, but after I re-
duced it they could refund me the dif-
ference ?

A. Well, that has always been done
regardless of the policy, wherever you
eliminate a hazard you get a return
premium for the unexpired portion of
your policy in aceordance with the re-
duced rate—

Q. Under the present law?

A. Yes, sir. The great trouble with
the present law is that you went along
with the hazardous econditions months
before you knew what that rate was
going to be and you probably could have
eliminated that hazard earlier in the
life of the policy if you had known.

Q. But didn’t the companies collect-
ing the amount in premiums on the risk,
after the rate was fixed, for instance, in
San Antonio, where we have been in-
sured for several months with the ‘“red
rider,” didn’t they collect the full
amount regardless of whether or not the
man made improvements after he had
found out what his rate was and made
such improvements as would justify a
reduction?

A. They collected it with the provi-
sion and understanding that when those
improvements were completed his rate
for the unexpired time would be reduced
correspondingly.

Q. Did you ever know of any of them
being given any of it back?

A. T paid thousands of them back.

Q. I mean under this new law.

A, I haven’t inspected any agents’
books; I have heard of it.

Q. If we have a maximum and a min-
imum rate, would not it be possible for
the companies to reduce on the business
risks below the maximum and rate the
residence risks at a maximum?

A, TUnder this House bill No. 7, 1
understand that would be possible.

Q. Don’t you believe that owing to
the competition for large insurance
risks that they would—especially the
larger companies—would do it?

A. Tt is possible. T don’t know what
they would do.

Q. What is your opinion?

A. There would be a greater tendency
towards reduction on the mercantile
risks, yes, sir, because there would be
pressure brought to bear.

Q. Because there would be pressure
brought to bear all over the State, such
as Hardware Dealers’ Association -and
the Merchants’ Association, Wholesale
Merchants, etcetera?

A. Yes, sir.

Q. Now, if the rate is fixed properly

in the first place, would not the compa-
nies be deriving the same reasonable in-
come out of the business risks in pro-
portion to the amounts written, as they
would out of the residence risks, if prop-
erly fixed?

A. In proportion to the hazard, yes,
sir.

Q. In proportion to the hazard, cer-
tainly. Then, if they should reduce
the maximum on business risks, bearing
in mind the fact that they are entitled
to a reasonable income, would not the
maJorltv of the people who own homes
be paying a greater proportion of the
income of the companies?

A. If the board had a cla551ﬁcat10n
furnished it by all the companies that
dwellings were insured for such and
such amount and the losses were such
and such amount and premiums were
such and such amount and that the
classes ought to be rated at and the in-
surance companies voluntarily wrote the
other classes below a profit, it would be
their own risk, and the board would not
in justice to the other classes allow
them an excess rate for the next year
or the next period of years in making
it up.

Q. But suppose they write it at a
very low profit, a profit so low as not to
be a reasonable one on the business clads
of risks and they write the residence
class at a maximum rate so as to make
them a reasonable income, then would
not those owning residences be really
paying a majority of the income of the
companies ?

A Yes.

Q. Now, if after the :leductlon of the
maximum- risks they reached a point
where it still endangered the safety of
the company under House bill No. 7,
it is the duty of the board to stop them,
isn’t it?

A.
sir.

Q. And to fix the rate so that their
income will be reasonable and that they
can operate safely, isn’t that it?

A. I don’t remember the terms of
that maximum rate clause.

Q. But would not that be the effect
of it regardless of the terms, if you
have got a maximum rate and can put
a minimum rate on when it endangers
the soundness of the company?

A. A maximum rate would take care
of a fair profit and the minimum rate
would probably take care of no profit at
all. . It would be just at the danger
point, and according to the idea of some
members may go below the danger

I understand it that way, yes,
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point. It may be the danger point for
one company and may not for another
company, owing to its size, character
of building—

Q. On that very proposition that it
may not be a danger point for a large
company but may be for a small com-
pany, don’t you believe the larger com-
panies can drive the small companies
out of business; and don’t you believe
under the maximum rate a large com-
pany can destroy every insurance com-
pany in Texas if they see fit?

A. By writing below it?

Q. By writing below it.

A. It is very possible by making it
very hard for them to live, but Texas
companies don’t always depend on Texas
premiums for their living, but could
write in other fields.

Q. I understand, but so far as Texas
business is concerned, wouldn’t it praec-
tically eliminate the Texas business of
the small companies?

A. It is possible unless the board
passed an order protecting them.

Q. Wouldn’t it fix the income of
small companies?

A. PFixing it at the danger point,
eliminating the question of profit.

Q. T understand it is the policy of
the State as well as the policy of the
board to allow companies a reasonable
income?

A. Yes, sir. )

Q. (By Mr. Terrell.) Then, when
you reached that point, haven’t you got
an absolute rate?

A, ¢ Yes, sir.

Q. Then, Mr. Hamby, I want you to
tell us what is the purpose of a maxi-
mum rate in preference over an absolute
Tate.

A. You will have to ask the authors
_of the bill what their purpose was.

Q. I will ask you, in your opinion,
which is the best?

A. T prefer the fixed rate.

Q. I will ask you, Mr. Hamby, if
you do rnot believe the board can operate
the business better at a fixed rate than
with a maximum and minimum rate?

A. Yes, sir.

Q. I will ask you, Mr. Hamby,
whether you believe the companies should
file schedules, not to take effect until
approved by the board, or that the bur-
den of making these schedules should
iall on the Fire Rating Board? :

A. Each plan has its advantages and
disadvantages.

Q. Right here, if the purpose is only
10 allow them a reasonable income, and
1 believe we are all agreed that that

is what they are entitled to, does it
make any difference in the rate as to
who files it?

A. Not necessarily, no, sir.

Q. Then, if the company files a rate,
to be approved by the board, subject
to any reduction, they may see fit to
make, would the insuring public of the
State be as well protected as if the
board made the rate and a great deal
less of expense and less trouble to its
officers ?

A. Yes, sir, the advantage of having
a schedule prepared and promulgated
by the board would be that schedules for
all companies would be identical and
the interpretation of these companies
would rest with the board and not with
each individual company, as I have been
informed—

Q. Would not that be the effect of a
uniform rate—how would that be, the
effect of the uniform rate, and would
not be the effect of the maximum rate
after the first company made the first
reduction?

A. All of the companies do not file
identical schedules,

Q. You have the power to make them
file identical schedules?

A. The present law does not say so.

Q. If you have the power to approve
them before they can collect, then you
have the power to make them file sched-
ules identical?

A. Yes, sir, I should think so.

Q. But if the board should fix the
rate, Mr. Hamby, if the board should
fix its own schedule of rates—suppose
when the first company reduces the max-
imum rate on the business hazard,
wouldn’t you have different rates for
ditferent companies?

A. Yes, sir, probably so, if the prop-
er companjes did not conclude to re-
duce their rates.

Q. Unless all other companies reduce
their rates to similar amounts?

A. Yes, sir,

Q. If the other companies did not
reduce rates to similar amounts wouldn’t
the board have an immense amount of
work to do keeping up with each sep-
erate company and each separate rate?

A. Yes, sir.

Q. I will ask you, Mr. Hamby, if you
believe that the board, under the pres-
ent law, or the one which T have in-
troduced here, or the same principle of
the question, at a uniform rate, and
companies fixing the schedule to be ap-
proved by the board, do you believe that
the board would have enough to do to
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keep them in Austin here practically all
the time?

A. Under your bill?

Q. Under either the present law or
my bill. Do you believe that the super-
vising of rates and the checking of ae-
counts and policies, etc., and seeing that
there is no diserimination, would be oec-
cupation enough for that board?

A. There would be plenty of work
to do.

Q. Isn’t that all the board ean do?

A. You mean just two members of
the board?

Q. And what time the Commissioner
of Insurance and Banking could give to
it; I know he is pretty busy?

A. If vou devolve all of that work
on two -members of the board, there
would probably be more than they could
do, but with a corps of assistants it
would depend on how much time the
individual members of the board would
have to be in their office.

Q. I will ask you, Mr. Hamby, do
vou believe any member of that board,
while they were trying to regulate in-
surance companies in this State, to see
that there was no discrimination, would
have time to go out and investigate
fires?

A. Possibly so.

Q. Possibly; do you think they prob-
ably would and do the other work prop-
. erly, at the same time? .

A. Under Mr. Cureton’s bill, if it

was passed, which would devolve upon
one member of the board to act as a
-Fire Marshal and the other member of
the board to act as Secretary, they would
have a corps of assistants for each
branch of the work, and when it became
necessary to act as a board, they could
be in Austin at the same time, of
course.

Q. But don't you believe this board
ought to stay in Austin practically all
of the time to hear matters that may
come up at any time and for the pur-
pose of supervising and regulating these
companies? .

A. T don’t consider that of any great
necessity.

Q. Don’t you believe, Mr. Hamby,
that it would be much better if you
were going to have a State Fire Mar-
shal to give him a department and as-
sistants, and don’t you think it is all
one man can do to attend and investi-
gate fires and supervise that matter—of
course, he would have his clerks some-
times to go and investigate these mat-
ters, but to supervise the matter, don’t

you think that it would be about all one
man could do, and then some?

A. I can’t say. I am rather in-
clined to think it would be a big job.

Q. Do yvou believe that the board
ought to be paid by the insurance com-
panies or by the State?

A. By the State.

Q. (By Mr. Tarver, to the witness.)
Mr. Hawmby, I understood you to say in
answer to a question asked you as to
when the co-insurance clause was appli-
cable, I understood you to state that it
was applicable only when the property
was insured for less than 80 per cent and
when the loss sustained was less than
80 per cent.

A. Tt operated only in these cases.

Q. It don’t operate when the loss is
less than the total, provided it is equal
to 80 per cent of the loss? Is it not, as
a matter of fact, applicable always when
the loss is less than the total loss?

A. Less than the total, provided it
is less than 80 per cent. ’

Q. If it is less than 80 per cent, that
is, if the loss is 80 per cent or over, it
is inoperative?

Mr. Terrell, to the witness:

Q. I dor’t understand the meaning
exactly of Mr. Cureton’s bill; does that
mean that you file schedules of rates
on each individual risk in the State?

A. T understand it to mean that we
prepare on a general basis a schedule
from which the insurance companies
get the rate on the individual risk; that
it would not impose upon the board the
duty of inspecting and measuring the
hazard of each individual risk and figur-
ing the total rate.

Q. Mr. Hamby, under that system,
wouldn’t the agents going out to look
at the property—suppose two agents go
to look at the same piece of property,
wouldn’t there be a great deal of play
for them to make mistakes?

A. My experience is that any schedule
should be handled only by experienced
men or experts in that particular line
of business, if the local agent is not an
expert in the inspection of risks and
the making of schedules.

Q. I understand these companies
have spent about $250,000 and many
months of time inspecting the risks of -
Texas, and that your board has reduced
the rate to what is a reasonable rate
today, haven’t you? .

A. Yes, sir, what we consider a
reasonable rate.

Q. Do you believe it would be proper
to place upon them again the burden of
inspecting the individual risks of Texas?
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A. The insurance companies? They
have always done it, not each individual
risk, but it has always been the burden
of the insurance companies to do what-
ever inspecting and rating that was nec-
essary.

Q. Yes, if it was necessary, I would
agree with you; but inasmuch as they
have done it once and that the rates are
now reasonable and practically as low as
they have ever been in Texas, don’t you
believe it would be asking a good deal
for them to go over it again?

A. And apply entirely a new schedule
and make entirely new specific rates in
every case, I think it would be unneces-
sary; however, the insurance companies
are constantly reinspecting all the time
and correcting their specific rates to con-
form to changed conditions.

Q. I understand that, and that they
are inspecting new risks, of course?

A. And old risks.

Q- They inspect new risks also?

A. Yes, sir.

"Q. To make a rate for them?

A. Yes, sir.

Mr. Reedy to the witness:

Q. Mr, Hamby, can all the companies,
large and small, do business on the same

- rates?

A, Yes, sir.

Mr. Lee to the witness:

Q. We will say there is a city of
3500 people, the key rate established,
when a fire breaks out and two-thirds of
the town is destroyed, now, what is the
key rate? .

A. That depends on what is de-
stroyed. It depends on how much of the
water works and fire department are de-
stroyed.

Mr, Tarver to the witness:

Q. Mr. Hamby, I understood you to
say in answer to Mr. Reedy’s question
that it was possible for all companies,
both large and small, to do business un-
der the same rate at the same time—did
you answer that it was?

A. Yes, sir; depending on a reasona-
ble rate.

Q. I was going to ask if lhat is true,
how it would be possible for the larger
companies to drive the smaller compa-
nies out of business?

A. They could adopt lower rates than
would be a reasonable rate.

Q. Do you mean to qualify your for-

mer answer ?
" A. He asked the straight question,
could all companies do business on the
same rates, and I answered him that
they could.

Q. Then if they could, no one com-

pany could have the advantage of an-
other?

A. If that rate was a reasonable
rate.

- Q. What now, then, you mean, allow-
ing them all reasonable rates, they can
do business on the same rate?

A, Yes, sir.

Afternoon Session, August 2, 1910.

R. M. Hamby still on the stand.

Cross-examined by Mr. Scruggs:

Question. Mr, Hamby, in the begin-
ning of your examination by Mr, Cure-
ton you stated that the increase in the
less in the State last year was due to
discrimination exercised by the insur-
ance company.

Answer. 1 do not remember making
that statement.

Q. Now I would like for you to ex-
plain how you arrived at that.

A. T do not remember making that
statement.

Q. There was a direct question asked
you by Mr. Cureton, in which you said
it was due to that?

A. As T remember the question he
asked, what in my opinion was the cause
of the large increase and losses over the
previous year and I gave him three rea-
sons, which I thought was the cause.
One of the reasons was the climatic con-
dition, another was financial condition
and the third reason was the reckless-
ness in which companies transacted their
business.

Q. How could the recklessness of the
companies cause more fires, that is what
I want to get at?

A. They accepted business without
proper investigation and without proper
inspection, which if they had exercised
it would have no doubt called attention
to the assured to the houses in his build-
ing and more of them would have been
removed if he had not been able to get
insurance without it and be able to re-
duce the losses.

Mr. Lee—I want to ask a question.

Q. Is it not caused by the reckless-
ness of taking irresponsible risks?

A. Yes, sir; it has a tendency to
grant insurance to people that probably
are not entitled to it.

Mr. Seruggs to the witness: Q. Is
that discrimination? Admitting that
everything you say is true, Mr. Hamby,
that the insurance companies do all that
you say they did, where does the dis-
crimination come in?
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A. The diserimination was in the
amount charged,

Q. The amount of the rate charged?

A. Yes, sir.

Q. Did the amount affect the fire?

A. No, I don’t think that affected the
fires.

Q. Then the increased loss was not
due to diserimination, but was due to
the recklessness of the underwriters or
the insurance company?

A. That was coupled with diserimin-
ation. If you wrote a man that had a
good risk at a certain rate and wrote an-
other man who had a poor risk at the
same rate, an inadequate rate, that was
djscrimination.

Q. But did that cause the fire?

A. The mere fact of granting a man
a low rate or a poor risk is discrimina-
tion and is frequently the occasion of
getting insurance where otherwise he
would not have gotten it, he would not
have had a fire; if he had not been able
to have gotten the insurance at a low
rate he would have taken it at a higher
rate, he would have then improved his
risks.

Q. But when you state that the dis-
crimination of the insurance company in-
crease the fires in the State—is that
what you say?

A. T do not remember that I made
that statement exactly.

Q. Do vou think it did? We are
granting that there was discrimination,
but I hold and claim that discrimination
can not and would not cause a fire, and
it is unfair to the companies to say that
they had anything to do with causing
fires through discrimination.

A. That was linked with the propo-
sition; the other proposition was linked
with that I think,

Q. You gave your testimony in a gen-
era] way and answered general questions
applicable to the entire State of Texas,
I would like for yvou to tell us if you
have had any personal knowledge of con-
ditions in any of the towns outside of
Austin?

A. What do you mean by personal
knowledge? :

Q. Do you know that these things oc-
curred of your own knowledge; do you
know about these diseriminations and
everything; do you know it of your own
knowledge, or is it hearsay?

A. Not everything; I don’t know ev-
erything of my own knowledge, that is,
I do not know what took place anywhere
else of my own knowledge, but it is from
hearsay and information I have had
from various local agents.

Q. That portion of your testimony in
this record relative to discrimination
outside of your experience in Austin is
hearsay evidence gotten from the other
people?

A. Yes, sir; and from their records.

Q. That hearsay evidence is gotten
from the other people?

A. Yes, sir; and from their records.

Q. There was one question that Mr.
Cureton asked you that determines that
it be cut out of the record relative to
the God Almighty’s truth of the busi-
ness and I don’t want it put in there
either; he asked you whether or not the
companies are in a habit of writing one
man for less money and making it up by
collecting a higher rate from some one
else. ’

A. In the habit of doing it?

Q. Yes, did not they make the praec-
tice—wasn’t that his question that the
idea was that large merchants and large
property owners could get cut rates and
the small property owners had to pay
high enough rates to offer them the cut
rates?

A. Yes, sir; that is my opinion.

Q. (Referring to a book.) This is
your book, Mr. Cureton has here, you
showed it to me once before and I want
it to go into the record. You got some
pencil figures there. that I want to go
into the record; you got some pencil fig-
ures there in the left, what do these
pencil figures represent?

A. Those were the average rates.

Q. Will you give the year and the av-
erage rate of each year that you have
got down there?

A. The average rate for 1904 was—

Q. It was $1.60, was it not?

A. These figures are so irregularly
put down,

Q. I want to know the average rate
of each year for the last five years as
shown by that book.

A. The average rate for 1904 was
$1.60. The average rate for 1905 was
31.52. The average rate for 1906 was
$1.59. The average rate for 1907 was
$1.55. The average rate for 1908 was .
$1.43.

Q. Have you got it for 1909?

A. T have not got it here with me.

Q. I have got it here; figure it out
and tell me what the rate is. This is
the next book after that one. Can you
figure the average rate for last year for
me? .
A.  As stated here is $8,854,193, and
that will have to be divided.

Q. Divide it and see what it was last
year,
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A. 1 figure that $1.47,

Q. Mr. Wright figured it at $1.26;
but even at $1.47 let it go. But now,
we have got enough to illustrate what I
want to draw out by it. These premiums
and risks run down here and are writ-
ten so don’t you suppose to include some
tornado insurance?

Q. Yes, sir; none of those figures are
absolutely correct, but they come near
enough to give us a good idea. I know
for a certainty that sworn statements of
some of the companies carry errors un-
less they are picked out. For instance,
I have one company that always reports
its net premium deducting the insurance
and reports its gross losses, but the re-
insurance is in the statement and can be
taken out and I have to always write the
Insurance Commissioner and call his at-
tention to that, but I can not get the
company to correct it at the home of-
fice. I only know of that one case of
that kind. That is the Williamsburg
City. Now do not these figures show a
reduction of the average rate for each
year?

A. Yes, sir; that is a general reduc-
tion. This is $1.47 while the lowest
seems to have been before that $1.43
or this one is 4 cents higher than the
previous year.

Q. Does the question of the three
year business or five year business or
what we call term business enter into
that average rate?

A. Yes, sir.

Q. The more term business the high-
er the average rate would be?

A. The larger amount of business;
yes, sir.

Q. Is it not a fact that last year the
companies turned loose as you stated and
put a lot of term business on their
books ?

A. They did here in Austin.

Q. The average rate has been reduced
each year?

A.  Yes, sir.

Q. If the companies every time they
cut a rate on a risk—if the companies
every time they cut a rate—if they had
to increase it on some other risk, would
not that hold up their average rate?

A. It would depend on how much
they cut and how much they increase.

Q. If the theory that they are collect-
ing from the small men enough to equal-
ize the rate is true, would not the aver-
age rate remain stationary?

A. If they cut enough or if they raise
it enough it would.

Q. Would not that indicate the fact
that if it was done at all that they have

not raised the little fellow, but simply
have not cut the little fellow and that
the little fellow was left stationary?

A. Yes, sir.

Q. " Therefore, your testimony would
indicate that the companies have been
unfair to the little fellow by raising the
rate?

A. T didn’t say that I—T did not say
that. T said they reduced the rate on
the larger risks so that more and more
the little insurers, the small insurers,
were bearing the burden of the larger
ones.

Q. Mr. Cureton, I think it was,
brought out the fact that we were col-
lecting enough to offset the big fellows’
cut?

A. Not that you collected enough,
but that from the fact that they were
giving a cut a large man could get his
Insurance cheaper and a small man suf-
fered from discrimination.

Q. Is not there another thing that
enters into the placing of business and
the cutting of rates, namely, the amount
of commissions that the companies pay
the local agents?

A. 1 do not know that that enters
into the cutting of rates. I don’t know
that it does.

Q. Would not you work harder as a
local agent and offer more inducements
to get business if the company that you
represented paid you a higher commis-
sion; would not you work harder for
that company than you would for one
that paid you a lower commission?

A. T do not know; it would depend
upon the class of business that the com-
pany would accept.

Q. Ts it not a fact that in your own
local business that you did give to the
companies that you represented who
paid a higher commission, more business

proportionately ?
A, No, sir.
Q. How much did you give to Wil-

Hamsburg City Company out of your lo-
cal office here in Austin?

A. 1 do not remember. I know of
several companies in the office that got
more premiums than they did.

Q. TIn proportion to their size and
lines of business that they wrote?

A. Yes, sir.

Q. How much more commission did
they pay?

A. They didn’t pay any.

Q. How do you explain that. The
Williamsburg City was a good company,
was it not?

A. Yes, sir; and the others were good
companies too, but we thought it was
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fair to give them all the same as near
as possible; to give them as near as pos-
sible an equal amount.

Q. Why should you give to one—

A. I did not consider diserimination
question at all. I think that that office
has been noted for years and years for
square dealings. Of course, I did con-
sider the commission in the case, but I
did not make it a general practice.

Q. TIs it not a fact that the merchants
in Austin would get some mutual, or as
we call them a wildcat, company to is-
sue a policy of insurance at a good rate
and then use that policy on the local
agent to get the local agent to reduce
the other rate?

A. I know of one certain instance.

Q. They would not tell you what
company they had their policy in, but
they would say that they had an insur-
ance policy at a lower rate than you
have been writing me and unless you
beat the rate—

A. That company that I have refer-
ence to was a San Antonio Mutual
Policy.

Q. And they would say to you unless
yvou meet their rate you could not have
their business; was not that used some-
times as much as anything else?

A. T do not think so.

Q. Don’t you think that the mutual
competition had much to do with it?

A. Tt had something to do with it.

Q. Don’t you think that the mutual
company should be brought under the
law as same as the other company?

A. Emphatically so.

Q. Mr. Cureton, in discussing with
you the question of how to make a rate
has laid great stress upon classification.
I can not understand exactly what your
idea is of classification or information
needed or necessary to enable you to
have information upon which you base a
rate; tell me just what you want to get
in order to know how to make a rate. .

A, I think I stated -that the board
should have information as to the value
of property to be insured. The loss on
those classes of property and the causes
of the losses and the character of the
building as far as possible, and that
coupled together with judgment and ex-
perience would be needed.

Q. What do you mean by experience?

A. Experienced underwriters. That
would be the basis for establishing par-
ticular rates. Of course that informa-
tion for one year would not be final; it
would take a series of years, three to five
years at least, for a starter and a long-
er period would be better.

Q. (By Mr. Scruggs)—Don’t you be-
lieve that the companies, in the sched-
ules that they have prepared through-
out the United States, have prepared
them in as near a scientific manner as it
is possible for them to be prepared, or
do you?

A, I rather think so; that they
have endeavored to the best of their
ability to build scientific schedules, and
I am informed that for years and years
that the companies, a part of them, have
wanted uniform classifications of all the
companies so that all through their ex-
perience, State by State and section by
section and the country at large, and
that, in connection with their experience,
would be very valuable information, but
that they could never get a sufficient
number of companies in any particular
section to divulge their experience or
keep uniform classifications, such as I
think are kept by the Western Union
and the Middle West.

Q. Now, if these schedules, as you
have said were made by the companies
entirely, and with the time and oppor-
tunity to make them fairly, don’t you
think the companies, with over one hun-
dred years’ experience, have got more in-
formation upon which to .build these
schedules than any board of commis-
sioners in Texas could get together in
ten years” time?

A. T doubt it.

Q. You believe the board of commis-
sioners could do better in ten years?

A. The board of commissioners, with
the authority of the law behind them,
can get information that the companies
have wanted themselves and have been
unable to get.

Q. Don’t you know that these various
classifications were tried by the insur-
ance companies as a basis for making
rates and was found to be unfair and
cast it aside some thirty or forty years
ago?

A. No, but even if it had been, I
should not think that it would be proof
positive that it would not be a good
thing to use now after thirty or forty
years.

Q. You have got your own ideas
about it?

A. Yes, sir; I certainly have.

Q. Now, then, you also stated that
the charges that the companies have in
these schedules were arbitrary charges?

A. That is my information from the
companies’ experts themselves.

Q. You introduced in evidence here
the universal mercantile schedule, which
I might say is the dictionary or Bible
of schedules for the insurance compa-
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nies; do you know how that was com-
piled and made?

A. My information is that it was
compiled upon the judgment of the fore-
most underwriters at that time. I think
there is a chapter on that. I think the
book itself contains a chapter on that.

Q. They were all of the leading un-
derwriters of New York and the East,
were drawn together and they spent
probably three years in compiling that
book ?

A. And that book also shows that
the same question asked underwriters at
one time, and the same question asked
them: two weeks later, and then a week
or two after that, they would give a
different answer to the same question.

Q. 1 am glad you brought that out.
That the changed conditions—that in-
surance conditions were so varied and so
rapidly changing—

A. It did not change that materially.
It just went to show that it was purely
arbitrary.

Q. Now, you say these charges that
they put in that book are arbitrary
charges? .

A. Yes, sir; in my opinion.

Q. Do you know how they arrived at
them?

A. No. -

Q. 1lsn’t it a fact—well, T will ask
you first, what is the burning ratio; you
know what the burning ratio is instead
of the loss ratio?

A. -That is the amount of the loss as

compared with the value of the build-
ing.
%. In other words, the proportion of
values that are destroyed by fire irre-
spective of the insurance premium that
is paid on it—that is the burning
“ratio?

A, Yes, sir.

Q. That is the ratio of the destruc-
tion of property?

A, Yes, sir.

- Q. Don’t you know they have taken
the average in the United States as a
basis to start on and then that they sub-
divided that in accordance with " the
cause and susceptibility for fire to arise
and to spread and in that way arrived
at these charges?

A. The charges, as a whole through-
out—probably was based on that, but
the individual charges, for instance 25
cents for an opening in a building, was
an arbitrary analysis.

Q. Let’s see whether that was or not;
you introduced a list of causes of fires
_ from the Continental, showing the per-
centage of each fire? '

A. Yes, sir.

Q. Now, it 20 per cent of the fires
were caused by these openings and un-
der 20 per cent of that burning rate was
charged for opening—

A. I don’t know that they were.
There is nothing in that to indicate that
tiiere was a certain percentage caused by
any opening or any kind of construction
n the building.

) Q. Didn’t this schedule you brought
in’ from the Continental show the num-
ber of fires and the percentage of causes?

A. Yes, sir.

Q. Now, if they tabulated the fires
~—these underwriters, and showed the
causes of the various fires, wouldn’t it
appear te divide up this burning ratio
and charge in proportion to the causes
that caused these fires on a percentage
basis; wouldn’t that be proper? If 10
per cent were caused by openings and
under 10 per cent of the charge was cov-
ered in the openings, wouldn’t taat be a
scientific way to get at it?

_A. That would be a natural conclu-
sion.

Q. If they had all the causes before
them and subdivided these causes and
fixed a specitic charge for each cause,
and the specific charges indicated the
burning ratio, wouldn’t that be g scien-
tific schedule to write by? '

A. It would be a matter to be con-
sidered in making the schedule.

Q. Isn’t a fact that is the way we
file that schedule?

A. Not that I know of.

Q. Now, upon what theory did the
charge of five cents for an opening?

A. Based upon the percentage of fires
that were caused by openings.

Q. Have you any figures or statistics
on this information?

A. No. After this schedule was
made we accepted this schedule like we
accept Webster’s dictionary.

Q. Do you know where those statis-
tics are?

A. Idon’t know where they are. Mr.
Moore, the writer of the book, could
probably give it to you.

Q. You really believe that they are in
existence? )

A. Tdo. And that is not all. These
statistics would probably not be correct
today, because of the changes that are
occurring all the time—twenty-five or
thirty years ago, therefore, for instance,
it would not be right for the State of
Texas to try to follow that schedule to
make it apply to the conditions as they
are now.

Q. Upon what theory do you make
the changes? Upon the 5 cents—

A. Based upon the tariff.
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Q. Are their tariffs based on statis-
ties?

A. None of them are based upon clas-
sification like you are talking about.

(Arguments of committeemen. as to
whether this class of examination shall
continue here or not omitted from this
record.)

Q. You stated also yesterday, Mr.
Hamby, if I am correct, that the moral
hazard should enter into the charge, or
did enter into the charge, didn’t you?

A. No, sir, I stated to the con-
trary.

Q. You stated to the contrary?

A. Yes, sir.

Q. Then I have got that down wrong.
How many towns are there still in the
State of Texas that have to be rated?

A. I don’t know.

Q. You don’t know. Do you know
how many have been rated?

A. 1 think something like 125. 1
am not certain about it; I have not
counted the schedules.

Q. Have you been over the rates that
have been filed?

A. Some of them,

Q. Isn’t it your experience that
towns outside of the big towns have the
rates reduced rather than increased?

A. No, sir.

Q. It is not?

A. No, sir.

Q. They are higher?

A. Yes, sir, :

Q. This year they are a little higher?

A. Yes, sir. That is my observa-
tion.

Mr. Terrell—Do you mean with the

reduction or without?

A. Either way, that the increases are
pretty much along the same ratio; they
all show an increase in the rates.

Q. I always understood that govern-
ment meant the greatest good to the
greatest number; now, in fixinfi the
rates for the State of Texas, do you
think the rates ought to be fixed so as
to produce the greatest good to the larg-
est number of people or the greatest
good to the largest property value in
the State?

A. The greatest good to the greatest
number of people.

Q. Yes. You stated yesterday that
Tates on dwellings had all been re-
duced about 20 per cent?

A. Generally speaking.

Q. You say that about one-fourth of
the premium was from dwellings?

A. T said that was the companies’
<laim,

Q. About correct. Have you any idea

numerically how many peopre were ben-
efited by the reduction for dwellings?

A. No, sir.

Q. You have not?

A. T should judge that at least three-
fourths of the population.

Q. At least three-fourths of the pop-
ulation?

A. I should think so.

Q. Then, if that reduced—

Mr. Cureton—Three-fourths of the
population who insure, or do you mean
three-fourths of the population of the
State?

Mr. Scruggs—Ask him that: Do you
mean three-fourths of the pedple who
insure or three-fourths of the popula-
tion of the State?

A. Well, I should say it would run
in the same proportion.

Q. Therefore, if one-fourth of the
premiums are reduced 20 per cent, you
are giving a 26 per cent reduction to
three-fourths of the people in this State?

A. Some reduction, yes, sir.

Q. You said that 20 per cent was the
average reduction that had been given
in dwellings—do you know what your

order on dwellings further reduced them,
what it amounted to?

A. No, sir.

Q. VVell, I want to tell you: The

Hartford Fire Insurance Company gets
the biggest business in the State of
Texas; after they received your order
they tabulated dwellings that they had
on the books in the towns that would
be affected by your order; they took the
reductions there and comparing them
with the whole State they showed that
your order on dwellings amounts to a re-
duction of the Hartford Insurance Com-
pany on their insurance rates an addi-
tional 14 per cent. We have already re-
duced them 20 per cent and your order
amounts to 14 per cent more on the total
value of dwelling house premiums, mak-
ing a total reduction of 34 per cent on
dwellings; and it is an established state-
ment—I won’t say fact—that companies
claim to have lost money on dwellings?
A. Some do and some don’t.
Q. The average, I mean, shows a
loss. :

A. T don’t know that.
Q. You don’t know?
A. No, sir.

Now, if the companies compiled a
schedule under this law that gave a 20
per cent reduction to three-fourths of
the people of the State, haven’t they
complied with the spirit of the law in
doing the greatest good to the greatest
number ?
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A. Yes, sir.

Q. After they reduced their rates and
the law and your idea is correct and
you are holding them up to cover these
cuts, ain’t they doing good to the great-
est number?

A. Somewhat; it is providing for
new rates, fair rates.

Q. Providing for fair rates, provid-
ing they were low enough, is that what
you mean by fair rates?

A. Well, low enough, and not too
high.

Q. You introduced here yesterday
and showed it to me up in the room a
statement showing how you got your in-
formation upon which you made your re-
duction; have you got that? Is it in
the record?

A. T don’t believe it is in the record.

Q. Upon which. you reduced your
rates upon each town.

A. I haven’t it here; I have one up-
stairs.

Q. It is all right if you will just
consider it in the record.

Mr, Cureton—All right.

(Noted that the data spoken of is
considered introduced in the record.)

Mr. Seruggs—Mr. Moller asked you
the question- or I believe you said, if
we had three years of successive losses
by the insurance companies and you
were the Commissioner, you would au-
thorize an increase in rates?

A. No, sir, T didn’t make that.

Q. What did you say?

A. T sajd one year would not be
sufficient to govern rates by; one or two
or three years would be the shortest times
upon which to make a radical change.
I do not mean to convey the idea that
that would be long enough.

Q. Are there any conditions under
which you think, as Insurance Commis-
sioner, you would be willing to order an
increase in rate for the insurance com-
panies?

A. Yes, sir.

Q. What are they?

A. When the companies show that as
a whole a certain class needed a higher
rate. i

Q. By how long a period of losses?

A. That would depend on the class
and how much the class had been rated
at and how long.

Q. There ought to be some limit;
have they got to write a class for 20
years before you would be willing to
order an increase?

A. T should think from three to five
years.

Q. If the companies would show you

that they had lost money on certain
class from three to five years, you as
Commissioner would order them to make
an increase?

A. 1 would consider it; I don’t say
what I would do.

Q. Are there any conditions under
which you would order an increase?

A. Certainly,

Q. What are they?

A. If T was convinced that the rate
was inadequate.

Q. What would it take to convinece
you that the rate was inadequate?

A. That there was no chance under
certain conditions for the companies to
make money at the rate that they were
then writing it. ‘

Q. When the experience of the com-
panies for three to five years showed a
loss you would then consider whether or
not you thought that they would make
up for it in the future?

A, Yes.

Q. Then the experience that they had
would only have a small amount of
weight with you?

A. Tt would be considered, sure.

Q. And yet you are going to base
your rates upon the experience and yet
when the experience shows a loss—

A. No, sir. I would consider the ex-
perience.

Q. You would consider the experi-
ence?

A. T did not say I would make that
the sole basis of the rate.

Q. If the experience showed a loss,
would you order an increase?

A. It would depend on the condi-
tions.

Q. What conditions?

A. Conditions of business and climate
and the conditions or the manner in
which the insurance business was con-
ducted, various things.

Q. Isn’t it a fact that no- Insurance
Commissioner could order an increase
without being ousted from his job by
the clamor that would come up from
the public? .

A. I don’t think that the public is
so unreasonable as that. They put a
man in office to exercise his judgment.
They would expect him to use it. He
may make himself unpopular.

Q. Don’t you think the object of
this law is to reduce rates and mnot to
increase them? :

A. T think the purpose of the law
is to equalize the rate and to better
conditions that would justify lower
rates,

Q. But you are not prepared to say
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just what exact conditions would be
necessary to cause you to increase rates
on a class?

A. No, sir.

Q. You are not prepared to say that
at all. Isn’t it a fact that under no
conditions would you order an increase?

A. What was that?

Q. Isn’t it a fact that under no con-
ditions would you order an Increase of
rates?

A. Tt is not a fact.

Q. Why can’t you tell us what con-
ditions arise when you would do it?

A. When I was satisfied that the
companies needed a higher rate to write
that class profitably I would—

Q. Order an increase?

A, Yes.

Q. What would it take to satisfy
you?

A. They would have to, as I said
before, have to satisfy me, would have to
produce evidence that the business could
not be written at the present rate in the
future and be profitable.

Q. Is there anything that would sat-
isfy you? What are you going to base
that on, experience?

A. T would base it on the experi-
ence that they had in the past under
certain conditions, and if those condi-
tions prevailed in the future I would
take that as a basis, that is, the condi-
tion that prevails now and that we
would anticipate would prevail in the
future, that would be a guide as to
what the rate should be.

Q. That would be a guide, but there
would be no infallible rule. Tet’s take
it the other way. Suppose we had a
class that showed an extra profit on it
for three or five years, what would that
be, how would you threat that?

A. If it was considered an abnormal
profit, I would order a reduction.

Q. Then if the experience showed
that it was a loss, you would order a
Taise.

By Mr. Crawford:

Q. What per cent of profit can they
do business on and make a respectable
net income?

Mr. Seruggs—Mr. Hamby, Y think,
will tell you that the companies will be
more than satisfied with a 10 per cent
profit, and when you come to consider
the hazardous class of business that
they are engaged in, it is less than any
other class of citizens would be willing
to accept. Am I right, Mr. Hamby?

A. I think you are right, Mr.
Scruggs. T have asked several com-
panies’ officials about what they consid-

ered a fair profit on underwriting alone,
and one of them went over 15 per cent,
but the general expression was 10 per
cent.

Q. They would be satisfied with 10
per cent. Now, Mr. Hamby, if you
could be shown that the experience of
the companies justified an 1ncrease on
this rate that you had ordered, you be-
ing Insurance Commissioner, or was
lower than to give them justice, or that
vou had made an error in getting at
vour figures, upon which you ordered
this reduction, or upon which you had
based this rate, would you correct what
vou had done? - :

A. T certainly would.

Mr. Terrell of Bexar—I don’t believe
as to what the board might do here-
after has got anything to do with what
bill we should pass now, further than I
believe that the bill should state that the
companies are entitled to a reasonable
income, and if the board did not come
across they could make them do it.

Mr. Scruggs—How? ,

Mr. Terrell—By going into court.

Mr. Scruggs—And if we went into
court they would take away our cer-
tificates to do business in the State.

Q. You stated yesterday, from the
best information you could gain, that
the rates of this schedule we had filed
increased the rate on mercantile busi-
nesses about 53 per cent. How did you
get that information?

A. T sent out circulars to some three
or four hundred local agents asking them
to’ give me the rate that prevailed last
year on a number of their mercantile
buildings, and the contents thereof.
They sent in that information in a num-
ber of cases and together with the loca-
tion, street number and building, and
then we got the basis, took the new rates
as filed with us by the actuary of the
company and entered the new rate on the
same line and opposite the old rate and
made an average of the old rate and the
new rates.

Q. How did you get that average?

A. By simply taking a number of the
rates and adding up all the old rates
and adding up all the new rates and
then dividing that total hy the number
of rates.

Q. That gave you the average rate?

A. That is not strictly a fair com-
parison and would not bear an average
rate of the State, only as to an indica-
tion as to the number and amount of in- -
dividual rates and proportion of the
rest.

Q. What information would you have
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to consider in order to get a correct rate
then, you say that is an unfair method?

A. On any particular class?

Q. Anything, You took these rates,
added them together and divided by the
number of rates?

A. I would want the amount of in-
surance carried on any particular class
and the amount of premiums annually
on that particular class,

Q. Have you any idea what difference
- that might make in getting at the aver-
age rate?

A. I have no 1dea, but it would make
some difference.

Q. Take a little example, for instance,
one right down the street and make an
example out of it, one.at $1, one at
$1.50, one at $2, what would be the aver-
age aecording to your method?

A. $1.50.

Q. That is the average according to
your method. Isn’t it a fact that the
lowest rate is usually on the largest
values?

A. It is frequently that way.

Q. Let’s suppose that the low rate
applied to Mr. Tips and he carried one
hundred thousand dollars of insurance at
a dollar rate; let’s suppose the $1.50
rate applied .to Harold, and he carried
twenty thousand dollars of insurance—
put it down. Let’s suppose the $2 rate
applied to one of those drug stores and
he carried ten thousand dollars of in-
surance; please tell us what the actual
average rate there is,

A. 8115,

Q. Now, then, your method would
make that average rate $1.50; a correct
method would make it $1.15°7

A. That is on a very small number.

Q. That is a difference of 30 per
cent ?

A. On only three risks.

Q. I want to illustrate that the meth-
ods by which you arrived at those fig-
ures are incorreet; you say it is unfair
yourself.

A. T said it would not be a fair com-
parison as to the average of what the
State would be, but it would be a close
way of comparison as to individual in-
creases.

Q. Didn’t you get a statement from
the insurance companies figuring the av-
erage rates for all the State of Texas on
& correct basis when you had that hear-
ing, didn’t the companies furnish you
with a statement figured correctly on
this basis that I have given you?

A. They furnished statements of the
average rate for a part of the compa-

nies for part of a year, last year and
this year.

Q. If they figured what they did give
you on a correet basis—

A. Last year, the last six months
they figured at $2.27, which I know is
not correct on the entire State.

Q. How do you know?

A. Because the entire State is about
what we figure here, $1.47 for last year,
which is near]y a dollar less than their
$2.27 for the first six months, which I
understand is when nearly all the gins
and high-rated risks are written, in the
latter part of the year.

Q. Then you threw aside the com-
panies’ statements and did not consider
it?

A. T considered part of their state-
ment.

Q. You considered your method which
you said was unfair better than their
scientific way?

A. T do not consider it scientific.

Q. You said it under oath.

A, T don’t consider it scientific, they
are totally inadequate; they were given,
probably in good faith, but were totally
inadequate to prove anything.

Q. Isn’t it a fact that towns where
this 53 per cent prevailed were the
towns where the cut rates existed last
year?

A. T don’t know it to be a fact.

Q. El Paso, Austin, San Antonio,
Fort Worth?

A. Had very few rates from San An-
tonio. Not over 20, I don’t think; had
very few rates from Fort Worth, if any;
very few from Dallas, if any; we had a
large number, comparatively large num-
ber of rates, from El Paso.

Q. And Austin?

A. And Austin and Port Arthur and
some from Galveston and a large num-
ber from Houston; Houston, Galveston
and Beaumont were considered the towns
that were paying more nearly an ade-
quate rate than the rest of them.

Q. Tsn’t it a fact that nearly all the
towns that were paying cut rates were
considered?

A. No, sir.

Q. That had the worst cut rates, the
big cut' rates; did you consider San

Antomo"

A. Had a few rates from San An-
tonio.

Q. Did you consider them?

A. Yes, sir.

Q. EI Paso?

A.  Yes, sir.

Q. You had some on Fort Worth;
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did vou consider the towns which had
not been rated—the small towns?

A. We had a number of small towns.

Q. That had not been rated?

A. T had some of the old rates from
these towns, but did not have the new
rates,

Q. Didn’t the figures furnished by
the insurance companies consider the
entire State?

A. No, sir; possibly they couldn’t be-
cause if they had, the new rates had
not been applied throughout the entire
State and the increase in the mercan-
tile risks in the unrated towns would
have a very great effect upon the aver-
age rate.

Q. How do you know they would be
increased?

A. I have not seen but very few
towns, probably two or three, that didn’t
show a marked increase,

Q. Isn’t it a fact that you have ad-
mitted that the method under which
you say there was a 53 per cent in-
crease was unfair?

A. I don’t admit it is strictly un-
fair. It would not be a fair indication
of what the general final average rate
for the State would be, but I think it
would be a fair comparison as to indi-
vidual rates.

Q. Isn’t it a fact, everything consid-
ered, that you don’t know whether this
will increase the rate 53 per cent or 5
per cent or 100 per cent?

A. I think I have information that
would convince any reasonable man that
the mercantile rates are very largely in-
creased.

Q. You have stated that we gave a
20 per cent decrease to three-fourths of
the people of the State and one-fourth
of the premium income of the State.
Ts 11 per cent increase more than they
ought to have had considering the re-
duction given on the other class?

A. I don’t know, I have not figured
that out.

Q. It looks like before you order a
25 per cent reduction throughout the
whole State, you ought to have figured
this out, to be fair.

A. T don’t consider the information
given by the companies—

Q. Didn’t consider it worth any-
thing at all?

A. Worth something.

Q. Had you not made up your mind
from information you had gathered that
these rates had been increased too
much? ’

A. I don’t know as.that is a fair

question. T reserve my judgment, but
all the evidence is in.

Q.. You have stated that there was
a 53 per cent increase when there wasn’t,
and that your method as admitted by
yourself was mnot correct; you have
stated that if you could be shown that,
you would correct it. It is absolutely
not so that there was any 53 per cent
increase—I mean the method by which
you arrived at that conclusion is not
correct. I want to keep that out of
the record; there was not a 53 per cent
increase. .

Mr., Reedy—I don’t understand one
statement that was made a while ago
about the greatest good to the greatest
number. Do I understand that bne man
ought to be compelled to pay an immense
insurance to carry his risk in order that
the general public might get the benefit
of it?

Mr. Seruggs—No, sir. The State was
in a chaotic condition and the theory
under which this law was passed was
to equalize the insurance tax in this
State. We held that we applied one
that will equalize these rates and hold
that we have reduced those that would
give the greatest benefit to the public
and we have raised those that were too
low up to a similar equitable, even point.
They didn’t wait long enough, didn’t
even wait until the State was rated, to
find out whether we had increased the
rates in Texas or not and you can’t do
that under a year, either.

Q. You say that the mercantile rates,
or did you say that last year, in some
cases they were too low, the rates we
gave to mercantile risks were too low?

A. I don’t remember making that
statement, _

Q. Don’t you think they were too
low; don’t you think they ought to be
increased?

A. Some.
Q. How much?
A. I don’t know.

Q. You think 53 per cent increase is
too much for some of them?

A. - Probably so.

Q. You think 100 per cent is too
much for some of them?

A, Tt may be. I have had no in-
formation from the companies or any-
one else just what the premium receipts
or losses were on any class.

Q. You have not had enough infor-
mation to determine how much we ought
to have?

A. We figured that the order as we
left it, due to improved conditions, gave
you a fair rate and a fair profit.
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Q. How much increase did you give
us on percentages?

A. T dont remember the percentage
now. Now you raised the mercantile
and special hazards 53 per cent and
we rveduced the imercantile 25 per cent
and the special hazards 15 per cent, or
an average reduction on the two classes
of 22 1-2 per cent. That woull leave
a raise on the mercuantile and the special
hazards of 19 per cent.

Q. You think that is enough increase
on the mercantile? Tell me what the
loss ratio was for the last five years—-
let us take it for the last two years, if
it is shorter; the loss ratio for 1908
and 19097

A, The loss for 1909 shows 79 per
- cent; for 1908 was 60.9. .

Q. In 1909 how much money did the
companies lose, 17 per cent actual loss,
wasn’t it?

A. Yes, sir.

Q. If that loss last year, 17 per cent,
according to your figures, was 19 per
cent, the board fixes enough Increase to
reimburse them? .

A. Do you want to consider only one
vear and take the worst year, possibly,
in the history of the State? You ought
to consider three, four or five years, and
consider the improved conditions that
has been the result of the new regula-
tions.

Q. Do you think if you had got an
accurate statement of the increase and
figured them out accurately as they
ought to be, it would show a 53 per
cent increase?

A. Yes, sir.

- Q. Mr. Hamby, if this schedule should

bhe applied through the State and if the
+ State was cleaned out throughout, ev-
erywhere, and corrections made, that
this schedule would strike an average
which would be any higher than last
year’s rate?

A. It might not be. I don’t know
just to what extent the people will re-
duce their rates.

Q. Don’t you know there are a lot
of charges in that schedule which we
call exceptional charges which the com-
panies don’t expect to collect, don’t want
to collect, and never intended to collect,
but put there for the purpose of mak-
ing the risks better and to force mer-
chants and people to clean up their
premises? :

A. That is their contention.

Q. You have taken corrections where
these corrections have mnot been made
and as soon as you have ordered the
20 per cent reduction the corrections

have been made and the rates have come
down where is would not show an in-
crease and still they have come down.
Do you think that is right?

A. T think that is right because they
have not got the improved conditions
throughout the State and they are
charging for hazards that are not in ex-
istence.

Q. If we get these improved condi-
tions and the rate is thereby lowered,
to what would probably be an increase,
do you propose to restore the rates or
leave that 20 per cent on?

A. I am not saying what I would do.

Q. Whose fault was it that the “red
rider” was attached?

A. That was the fault of the law.

Mr. Scruggs to the witness:

Q. The iniquity of the red rider has
not applied to but a small portion of the
business so far, has it? .

A. It has applied to quite a large
portion of it.

Q. But the smaller portion of the in-
surance is written the first six months
in the year, is it not?

A. Now, I don’t know about that.

Q. If the smaller portion is written
say the first six months?

A. Tt may be that there are more
premiums yet to be written than has
already been written.

Q. It was stated in hearing here,
brought out by Mr. Cureton, that the
companies did not notify the property
owners of this prospective increase and
give them a chance to clean up?

A. 1 stated that I didn’t know that
they had been.

Q. Well, we’ll admit that they had
not been; don’t every local agent have
a copy of the schedule with these charges
that we term exceptional charges in
them?

A. Yes, sir.

Q. Couldn’t the local agent have told
the assured of these things if he bhad
wanted to have done so?

A, Yes, sir.

Q. Don’t the law force us to give in-
formation to every policy holder if he
asks for it?

A. Yes, sir.

Q. Are the companies greatly to
hlame because they did not have this in-
formation and didn’t give it to each man
and ought they to be penalized for it?

A. I don’t think the companies could
have very well done that, because, as I
said before, they did not know them-
selves what the individual rate was go-
ing to be. The local .agent of course is
the company so far as the assured is
concerned.
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Q. I want to bring this point out so
that it can go in the record. so as to
show that it is improper to try to cre-
ate prejudice against the insurance com-
panies for a condition that they are not
responsible for and a condition that they
could not help themselves and could not
have prevented.

Q. You say that the key rate charges
are arhitrary

A. That is my information.

Q. Is it possible to build a scientific
keyv rate such as I have outlined by a
seientitic method ?

A, Yes, sir.

). Ba-ed upon the efficiency of the
fire aparatus and the efficiency or rather
the number of men, etc.; do you think
this key rate was built that way?

A. I don’t know how it was built,
my information was that the individual
charges were arbitrary. That they fig-
ured the key rate at about $1.00 for an
unprotected town, and had analysed the
particular items that went into it to
make up the individual charges that
way.

Q. Do you know where they got that
dollar?

A.  No, sir.

Q. Don’t you know that that is the
average rate of the cost of insurance
throughout the United States?

A. No, sir; I didn't know it.

Q. Yes, it is approximately $1.00;
that being the average rate of towns and
condltmm they took that as a starting
point. They credit against that $1.00 the
amount of apparatus, the efficiency and
the number of men and the laws of the
town and the susceptibility of the town
to fire, like shingle roofs and things of
that kind—isn’t that a scientific basis ?

A. How do they arrive at the sus-
ceptibility of the town to fire?

Q. Tt is divisible; what proportion of
it is shingle roofs and what proportion
of it is metal roofs. ete.

A, What statistics did you have on
thar?

Q. I didn’t have any: I went by the
schedute that had been worked out be-
fore.

A, The items are not the same.

Q). No; the varying changes and con-
dmun~. have been -ul(h tlmt the book
could not be applied: it can only be used
as a guide. There are lots of obsolete
vords in the dictionary, ave there not?
No there is in our insurance dictionary.

Do you think if you had enough
of the necessary information that you
could build n rate; do you think you
could get the necessary information to
build a kev rate®

A. Probably I could get the same in-
formation the con:panies have.

Q. Do you know what it would cost
you?

A. No, sir.

Q. Do you know that this committee
that compiled that had in their employ
some of the finest civil engineers and
water improvement experts and experts
on fire apparatus at an immense cost ?

A. I presume they had experts.

Q. Yes, more than the income for the
companies from the State of-Texas.

A. I don’t know. What did it cost?

Q. I don’t know. I know this, how-
ever, that the State of Texas.would
never give you enough money for you
to get the information that they had.

A, What did it cost the insurance
com.panies when they prepared the Texas
schedules ?

Q. I think the gentlemen who did the
work worked on the basis of $10 a day
for ninety days. My part of it was
$450; I wasn’t there all the time, but [
was like this committee, I couldn’t be
present al]l the time.

A. Do you think $5000 would cover
it?

Q. Oh, yes, and more, too; but we
accepted things as scientific and correct
that you say are arbitrary.

A. I said my information was that
they were arbitrary.

Q. If you are going to accept our
bible and build from that, you can get
the information at a nominal cost, but
if you say all of these charges are ar-
bitrary and that you will not accept the
data. the necessary data, in order to fig-
ure out what it ought to be, then you
won’t get it for twenty-five years and
won’t get it at a cost of less than $10,-
000,000; some of it you can not get at .
all. You accept some things as correct,

yYou accept the statements of the Bible

as correct—if you will accept the state-
ments of our bible as correct then—

Mr. Wortham—Address your re-
marks to the committee and let’s get
along.

Q. Do you think under the applica-
tion of this schedule Mr. Roulet has any-
where shown discrimination?

A. Not intentional.

Q. Do you think he would have done
so at all?

A. T think it would be impossible to
keep out a clerical error.

Q. To do so by—I mean to do so ex-
cept by clerical error would be impossi-
ble?

A. It would be impossible to avoid
clerical errors.

Q. One of the things that entered
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into your order was the ground floor oc-
cupancy. You say that is arbitrary, that
that is an arbitrary charge; don’t you
know that the 15 cents that you reduced
in this State is the same occupancy
charge everywhere in the United States?

No, sir; the universal mercantile
schedule makes a charge for that
hazard; a charge of 2 cents.

Q. Show it to me please, sir. I
never heard of it before, I never heard of
it being anything anywhere except 15
cents,

Mr. Jalonick suggests that that 2
cents you are talking abiut is 2 per
cent instead of 2 cents. Pass it on and
we will go on to something else.

Mr. Jalonick: You have misunder-
stood the question altogther; I said the
Universal Mercantile Schedule, that in
that there are more percentage charges
than there is in our schedules. Ours are
reduced to flat credits and makes it
easier to figure. That’s all right.

Mr. Scruggs to the witness:

Q. Let’s adwit that it is that way.
They just analyze that dollar and make
it up into about three times as many
different parts; they reduce it to about
three times as many divisions as we do.
We lump- a good many things together
and make it shorter. That particular
schedule may show 2 cents, but in the
Southeastern territory and the Eastern
territory and up in the North and every
place where they have tried to mash
the universal schedule together,  they
have made the charge of 15 cnts. When
you get out further you can make those
that are left a little bit larger to get
the result. There are a number of
other charges that enter into that 2
cents in this book. It is subdivided to
a greater extent than the one that we
have. I didn’t know it had the 2 cents.
This book is only used in getting this
statement, but still my statement is
oorrect. Fifteen cents charges apply
everywhere in the United States. This
tariff is only used as a guide and they
have spinned it out to a point where
it is only 1 and 2 cents on everything.

‘Q. Did you know that Fort Worth
had passed an ordinance prohibiting
awnings?

A. T have heard it.

Q. Isn’t that arbitrary?

A. 1 presume so.

Q. Why is it done? To remove the
awnings would remove the fire hazard?

A. 1 presume so, and probably it
may be done to improve the looks of
the streets.

Q. If a city can pass an arbitrary

ordinance wouldn’t we—ought not we be
allowed to make an arbitrary charge to
help us prevent fire?

A. 1 don’t say an arbitrary charge is
wrong. You have got to get a certain
thing to reduce the business—if the
analysis for that rate is arbitrary—

Q. Don’t you think that the fire in-
surance companies have done everything
that they could at all times-under the
law to help the public reduce the fire
waste?

A. They have endeavored to educate
the people; that is, they have done some
of this work through the Fire Preven-
tion Association; some of the companies
did not enter into that association and
did not insist that you eliminate the
hazard as recommended by the Texas
Fire Prevention Asscciation.

Q. Is it not a fact that the compa-
nies, in order to be able to give to the
people the best material and edueation
of fire resistance of the various mate-
rials used in the construction of build-
ings, and that they have maintained a
scientific station in Chicago known as
the laboratories where they test these -
things out and notify the people?

A. Yes, sir.

Q. When we test out a thing and
find it is a hazard, is it an arbitrary
charge for us to say that we want five
cents or ten cents for that; is that an
arbitrary charge, or do you think that
is a scientific charge?

A. It might be arbitrary as to
amount. There should be some charge.

Q. How would you get at the scien-
tific charge for installing an electric
motor, for instance, in a building;
there is some additional hazard there;
how would you get at the charge?
Where are you going to apply the
tariff? If you were Commissioner, how
would you get at what is a fair charge
for an electric motor, or a gasoline en-
gine?

A. I would try to get at the rela-
tive hazard of that and the motor.

Q. Would you be willing to assume
that this laboratory that we are keep-
ing up at an enormous expense is in a
better position and has a better capac-
ity to judge of these things than you
are?

A. Yes, sir; T think that the labora-
tory or laboratories are conducting it
very scientifically.

Q. And it is capable of indicating
to you the fire hazard?

" A. Yes, sir; they seem to be totally
impartial.

Q. The companies do not arbitrarily
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fix these charges, but they to go every
expense and in every way possible to
get at what the charge ought to be?

A. That is true in part. In Texas
the companies, through lax methods,
have not insisted on the information
that they really had at their hands.

Q. Whose fault is that?

A. The individual company’s fault.

Q. No, it is not.

A. There is nothing to prevent you
from refusing a risk where you know
from an inspection of the Texas Fire
Prevention Association that there are
certain hazards that were you to call
the attention of the assured to, and he
refused to correct those hazards and re-
move them; there is nothing to compel
you to accept that risk; by accepting
that risk at a cut rate you might say
you are putting aside your experienced
judgment.

Q. Did you as a local agent ever
think that the local agent brings any

pressure to bear upon the company to’

take a risk that they ought not to?

A. Yes, sir; frequently.

Q. If you are giving me a five thou-
sand-dollar policy and you want me to
take a hazardous risk; for instance, like
with a coffee roaster in a building, and I
would tell you the rate was too low on
it and that I did not want to carry it,
you would say to me, “Well, T haven’t
got any use for your company unless you
can carry this risk; I have got plenty
of companies in my office to write my
other business,” what effect would that
have on me?

A. I have had that told me and
many risks refused, and yet the com-
pany would get a good business.

Q. You know the agents do some-
times say that; they will say they have
twenty companies and don’t need any
more companies; say they don’t need
but five except for a certain risk, and if
you don’t write that certain risk I have
got no use for your company.

A. TIf all the other companies would
refuse that risk, then they would have
nothing else ito do.

Q. That’s it—but why is it the com-
panies don’t agree on that proposition?

A. They could agree.

Q. How long would it take the In-
surance Commissioner to throw the agree-
ment out; to throw the company out
of the State if it were to do it under
the Anti-Trust Law?

A. There is nothing to prevent them
from refusing to write any risk consid-
ered unprofitable and undesirable.

Q. (By Mr. Seruggs.) OCan you tell

me why it is that there are so many
small charges put into the Union Mer-
cantile schedule and so many put into
our own schedule and why the companies
subdivide it so minutely?

A. I presume that they did it to
differentiate between ome risk and an-
other as finely as possible.

Q. That is correct. And to offer the
insured an opportunity to lower his
rate for corrections?

A. Yes, sir.

Q. Now, they discussed here the other
day the awning record; did you make
plain in the record what the hazard
of the awning was?

A. I think I stated that some of the
fire chiefs (interrupted by a party who
was a prospective witness.)—

Q. Now, we are talking about the
hazard of the awning; a great many
people think there is no—

A. T think I stated that several fire
chiefs had agreed that the awning was
a hazard in this way: that if a fire
starts in the lower floor say of a store
and it breaks out the front door #nd
there is an awning there, the flame
reaches the awning and spreads right
and left info the adjoining buildings and
that the awning is also in the way when
they arrive at a fire and go to get
into the second story and they can’t put
their ladders up into it.

Q. A great many people say I have
got an iron awning; that wont burn;
which is better for the fire insurance
company, for them to have an iron awn-
ing or a wooden awning?

A. I should say that the wooden awn-
ing is better because it is easier torn
down,

Q. It will burn through it?

A. Yes, sir, and the firemen can get
their ladders through the wooden awn-
ings.

Q. Now, then, all these charges that
enter into these schedules in regard to
what you call deficient material. that
enters into the .construction, what is
the theory that you have in charging
for this and in making a smaller charge
where the material resists the fire bet-
ter?

A, That there would be less damage.

Q. Isn’t is also a theory that if you
can hold a fire long enough that the
firemen can get out there and can put
it out?

A. Yes, sir.

Q. If the floor is one instead of two
inches thick it will burn through in
half the time? :

A. Yes, sir.
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Q. That is the theory of these
charges?

A. Yes, sir.

Q. And that is how that arises, do
they?

A. Yes, sir.

Q. Now, they have asked you a great
many questions about the co-insurance
clause; do you believe in the equity of
the co-insurance clause?

A. Yes, sir, .

Q. Do you think it ought to be re-
tained?

A. Yes, sir.

Q. Do you think it is a good thing?

A. T think it is necessary in keeping
a parity of rates.

Q. What is the object of the co-in-
surance clause?

A. The co-insurance clause, the pri-
mary objection, it is to retain the parity
of rates as first established if the rates
are built on a supposition of a certain
proportion of a building burning as com-
pared with the 80 per cent of that
building, and the others who insure at
a smaller rate have the advantage over
those who insure for 80 per cent or
over.

Q. Doesn’t it act as an equalization
board on the insurance rate, throughout
the State?

A. Yes, sir.

Q. Now, then, there is one other
" question I want to ask. It was drawn
out in this hearing that over insurance
was responsible for considerable fires;
don’t you think that if we would pass a
law, if we are going to pass a law, that
it would be proper for them to put a
clause in the law prohibiting any policy
holder from -collecting .from an insur-
ance company more than the value of
his stuff, and that it would stop a great
deal of over insurance and a great deal
of frand insurance?

A. Yes, sir.

Q. Don’t you think that to put in
there another clause that in the event,
by error or intentionally on the part of
the agent or of the property owner, that
over insurance was granted, that the
company be required to refund the pre-
mium on the excess insurance written;
wouldn’t that be fair to them?

A. Yes, sir.

Q. Dor’t you think that if the prop-
erty owner knew that he could not col-
fect more than the value of his prop-
erty that he would be less apt to in-
sure it for more than the value of the
property?

A, Yes, sir.

Q. Don’t you think if it had that pro-

vision that the local agent would be
less apt to urge the property owner to

-carry a larger amount of insurance than

he now does, when he knows he can’t
collect it?

A. T don’t think the local agents, as
a rule, urge a man to take over in-
surance.

Q. T understand that, but they do
urge a man to take more insurance,
very often. How many customers have
you got that you have told on their
household furniture, for instance, that
you are not carrying enough insurance?

A. I don’t know. I have told'them
quite a number of times; not so much
on their household goods as on their
buildings.

Q. If you had a law that would pro-
hibit them from collecting over insur-
ance, wouldn’t the agent be less apt to
make that plea?

A, Yes, sir, I think so.

Witness excused.

W. B. Walker, a witness, appearing
before the Committee, and being first
duly sworn by Mr. Crawford, one of
the Committeemen, testified as follows:

Direct examination by Mr. Cureton:

Question. What are your initials?

Answer. Sir?

Q. What are your initials?

A. My name is W. B. Walker, of
Austin, Texas.

Q. How long have you lived in Aus-
tin?

A. Thirty-eight years.

Q. What is your business?

A. T am a wholesale grocery mer-
chant.

Q. How long have you been engaged
in that business?

A. T have been engaged in the whole-
sale grocery business ten years. I have
been in the retail business here about
twenty-seven years.

Q. Well, have you been a patron of
the insurance companies of the State?

A. Yes, sir, about forty years I have
been insured.

Q. T have not had the opportunity
to talk with you and therefore don’t
know the line of your testimony, and I
will request you to state to the Com-
mittee such facts as you deem pertinent
to the inquiry, without questioning you,
until T understand the line of your tes-
timony.

A. Well, T want—what line of ques-
tions—

Q. We are seeking, in the first place,
Mr. Walker, to show the condition of
the insurance business prior to the tak-
ing effect of the Rating Board law, and
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also to show the condition of the insur-
ance business now; that is to say, to
show whether or not the rates as fixed
by Mr. Roulette and put into effect by
the companies are just and equitable
rates or otherwise.

A. T want to say I regard them as
most unjust, most outrageous. I have
never had any trouble with the insur-
ance companies until this new law came
into effect.

Q. Where are your buildings located?

A. They are located down on the
railréad track in the tenderloin part of
town—right down near the depot.

Q. Now, prior to the taking effect of
the Rating Board law, what rate of in-
surance did you pay on buildings?

A. I paid 95 cents.

Q. Now, since the taking effect of
the Rating Board law and the rating of
the City of Austin by Mr. Roulette,
what are your rates?

A. They raised me from 95 cents to
$1.96 on the stock and from 60 cents on
the buildings to $1.69, nearly 200 per
cent; lacking only 11 points of being
200 per cent.

Q. (By Mr.
those figures?

A. The rate on the building was 60
cents. -

Q. What was that raised to?

A. That was raised to $1.69 under
Mr. Roulette’s rates.

Q. What was the difference on the
stock?

A. The stock was 95 cents.

Q. And it is now how much?

A, Raised to $1.96; that is, before
the Rating Board cut 'it down one-
quarter.

Q. (By Mr. Cureton.) Now, Mr.
Walker, did Mr. Roulette’s rating raise
property similarly situated to yours in
the same proportion that he did to
yours?

A. I don’t know.
own affairs.

Q. Have you talked to Mr. Roulette
as to these rates?

A. No; I met him once. I have
talked to Mr. Remmer, who has charge
of the headquarters of the rating board
of the insurance companies—not the
Rating Board of the State—and I want
to say—; I just wanted to state the
condition of the fire insurance company,
the insurance rate now from what it
was when they first established this
rate of $1.96.

Q. How many buildings do you oc-
cupy there?

A. T occupy one building, in the

Jalonick.) What are

I only know my

center of ninety-two—the lot is 92x128;
and on the east I occupy two buildings,
that is on lots 46x128; and on the west
one lot 46x28; in other words, there are
four buildings.

Q. Now, what are
of ? )

A. Built of stone. They are built—
when I built them I sent for the agent
of the insurance companies and told
them to come down that I wanted cheap
insurance, and when I built the 92x128
L building I got a very cheap rate of in-
surance; I got insurance at the rate of
60 cents on that building, and 70 cents
on the stock.

Q. When was that?

A. That was in—1I think it was in
1905; I am not certain now. I could
not tell you, and I will tell you further
that in that building on the west side,
46x128, we installed a coffee roaster
and they then advanced the rate to 95
cents, and some of the Dallas companies
cut out all of my insurance and would
not take it at all, but all the other com-
panies took it at 95 cents,

Q. Now, this 60 cents rate, to which
you referred, on the building, was that
the result of competition between com-
panies—

A. No, they all agreed to it. I in-
sure in thirty or forty companies. You
see, we carry large blocks. of insurance.
We carry on stock $150,000; we carry on
the buildings about $16,000; I' don’t
know; $15,000 or $16,000, and we in-
sure in a great many companies.

Q. What I mean is, did you, In order
to get the 60 cents rate, were you com-
pelled to.go from one agent to another—

A. No, sir, it was voluntarily on the
part of each. Any of them would take
it.

Q. They regarded your risk as a
good risk?

A. Yes, sir, they regarded my risk
as a good risk.

Q. Have you installed a coffee roast-
er in your building?

A. Yes, sir, 1 had a fight with
Trezevant & Cochran. They had about
ten or fifteen thousand, and they came
dowri and cut out all their insurance,
but T had no trouble.

Q. They put up your rate thirty-five
cents? .
A. Yes, sir. But they didn’t do it
all of them—that was a general ad-
vance on the account of the -coffee
roaster.

Q. Now was that advance only on-
one building?

the buildings built

A. No, no it was on all of them.
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You see we have iron doors between
them. We have only one opening be-
tween all the buildings and they are all
covered with sheet iron; they are all
parailel with each other and at night we
close these doors; that is the contract
we have with the insurance companies,
to close these doors at night and we
have a man to see that they are closed
at night. I am a crank on the subject
of a fire, There is nothing more disas-
trous to a merchant as a fire. 1 don’t
allow any smoking in the house at all. 1
don’t allow any employe of the—none of
us, me or my sons, smoke; we don’t allow
any smoking, in our house, and we don’t
allow any clerk or porter to smoke in
the house we know of, and I am very
particular in that regard and I want to
say that on-the east we have no exposure
and on the north no exposure and there
are only two exposures on the south;
one that is on the southwest corner and
the other I think is about sixty or sev-
enty feet from the east side; there is a
furniture house that is twenty feet—

Q. 1 understood you to say sixty or
seventy feet?

A. No, no; from the east side. T am
not positive, sixty or seventy feet from
the east side. That is on the south side
it is near twenty feet; it is just across
the alley.

Q. Were these exposures there when
you had the sixty cent rate?

A. No, sir; it was built recently.

Q. Didn’t they first rate your build-
ing at $2.09?

A, Sir?

- Q. Didn’t they first rate your build-
ing at $2.09?

A. No, T think the first rating was
$2.34. :

Q. Stock $2.36 and building $2.097?

A. Yes, sir; but that didn’t affect
it only in—for a day or two; they took
off thirty or forty cents.

Q. Shortly afterwards, they re-rated
the building?

A. The first key rate was $1.96 and
then they cut it down to $1.68.

Q. On the stock?

A, Yes, sir.

Q. And-the building to $1.417

A. Yes, sir.

A. T want to say further, they came
down and told me—we have a cellar,
concrete cellar, fire-proof, water-proof
and rat-proof, the floors are all con-
creted, we have elevators that go up
and down these cellars, they told me—
I have charge of the insurance business
—he told “me if I would enclose these
enclosures with wood and put a door

through, they would reduce me five
points, and I had a stove—if I would
take that stove down and put an opening
in there, they would give me five points,
too. So I went and enclosed these en-
closures with plank. Mr. Remimer says
you have got to enclose these enclos-
ures with the same size lumber as
the floor is, which was one and three-
fourths, so T got a carpenter to put an-
other layer of lumber on them and
doubled the width of the doors and then
after that I went and got 2x6 in there
and enclosed it even thicker than the
‘loor, and then they took off thirty
points after that, so tliey got my insur-
ance down now to a $1.25.

Q. You mean 30 cents or thirty
points? .
A. Yes, sir. I established the rate

different from what this insurance com-
pany did, but 1 thought I was getting
it down to $1.15. I saw Mr. Hamby
this morning and he told me the com-
pany was rating my building according
to the ruling of the board.

Q. One dollar and ninety-six cents
is the rate on the stock and $1.69 the
rate on the building?

A, Yes, sir.

Q. TUnder the order of the board
they reduced the rates to $1.41 on the
building and $1.68 on the stock, and
since that time thirty points have been
taken off the building and thirty points
off the stock?

A. Yes, sir. .

Q. Now, $1.41, thirty points, that
makes your rate $1.057

A. The key rate is 38 cents, and I
think they took off three points on that,
that made it $1.03.

Q. That would make your rate
$1.03% on the building as it now stands?

A. Yes, sir; that is right.

Q. Have the companies refunded to.
you, from time to time, the excess pre-
mium as you have reduced the hazard?

A. No, sir. I have got into a con-
troversy with the company and I won’t
give up my policy. I rebelled against
the red rider business and wouldn’t ac-
cept it.

Q. The adjustment of the premium
to be returned to you under the im-
provements made, that is still pend-
ing?

A. Yes, sir. The whole business is a
steal. Iwon’t give up my policy. One firm
came and wrote about $6000 or $7000.
They came and asked me if I was go-
ing to pay that red rider from 95 cents
to $1.96. I told him no. He said hand
vour policy back and I handed it to
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him. There was other policies that I
had paid on; they said, well, T want
you to give them up, too. I said no, I
won’t give them up at all, I paid for
them, they are mine, I paid once and 1
am not going to pay any more.

Q. Mr. Walker, what in your judg-
ment, should this committee or this Leg-
islature do to remedy the evils of the
insurance business as you see them?

A. Ought to repeal that old law en-
tirely and knock out this co-insurance;
that is a regular steal from beginning
to end.

Q. Your suggestion is to repeal the
old law?

A. Repeal the old law. I have no
trouble with insurance companies when
left to themselves.

Q. (By Mr. Crawford.) Under the
old law, isn’t a man in your position,
with large mercantile risk, in a much
better shape to get a better rate than
a smaller man?

A. No, I don’t know that he is.

Q. Is it a fact or not that a man
with your risk, with your character of
risk, where the business is desirable, do
they not play one agent against an-
other to get him to cut the rate?

A. I make the best rate I can.

Q. I will ask you if it is not a fact
that you personally came and offered
Mr. Hamby $50,000 worth of insurance
business if he would cut the rates for
it?

A. Yes, sir. .

Q. If it is not so that the companies
were cutting rates in favor of the larger
insurers, why did you make him that
offer ?

A. Because
cheaper.

"Q. Then they were cutting it, or
you thought at least there was a chance
to get it cut?

A. Of course I did. In my career as
a merchant I had $30,000 insurance and
paying $1.35 and a gentleman came
and told me, Mr. Walker, I would like
to have your insurance. I said all right.
He says I'll tell you what I will do, if
you will give me all your insurance I
will give you $1.25 rate. I says you
are my huckleberry, I will give it all
to you.

Q. Would he give a smaller insurer
the same rate?

A. I don’t know about that, I attend
to my own affairs and let them attend
to theirs.

I want to controvert General Stacy’s
remarks on one question. He told me,

I wanted to get it

I heard him say it before the board,
that the fire insurance companies had
lost, for every dollar they paid in, they
had paid out $1.17. '

General Stacy—Q. What was
statement ?

A. That you said that in the State
of Texas about $1.17 cents was paid
out for every dollar taken in. Didn’t
you say that?

General Stacy.—Last year, yes, sir.

A. I want to say this, that man over
there can substantiate what I say.

Mr. Cureton.—Referring to Mr. Jalon-
ick? .

A. Colonel Jalonick, yes. Some years
ago the city of Austin organized a
company -called the Austin Fire In-
surance Company; they made money" so
fast that they had the “big head” and
they went to spreading all over the
United States, and the first thing they
knew they lost some of their tail feath-
ers at Baltimore and they went to Samn
Francisco and I believe they lost all of
their feather there, and they came back,
and they came back in a bad fix and
they cut it down to 40 cents on the
dollar. I always try to help the town,
they asked me to take stock in it amnd
I took stock in it. I took $100 stock, that
was one share. In Baltimore they lost
20 cents, and when they got out of the
fire in San Francisco they had lost 40
cents. George Jalonick came here with
a gang of fellows from Dallas and
bought up that remmnant and carried it
to Dallas. I have known George a long
time, knew him thirty or thirty-five
years ago; he used to be my commission -
merchant, so I gave him a power of at-
torney to vote or do as he pleased with
that little remnant. Last year he sent
me $4.00, I think, that 10 per cent on
the stock of the company, I know. 1
think along in February or January he
sent me $4.00 again, that is 10 per cent
again, and I don’t think that George
Jalonick if he didn’t owe me 10 per
cent would have given it to me, so I
want to say that to rebut General Stacy’s
statement.

General Stacy—I didn’t say the Aus-
tin Fire Insurance Company, I said the
commissioner’s insurance report showed
that companies as a whole paid out
$1.17 for every dollar they took in last
year.

A. TIs that little company better than
any other?

General Stacy—Some companies made
money and some did not. I _will show
you as a stockholder and for your inter-

that
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est how the Austin Fire Insurance Com-
pany makes its money, that they don’t
make it on what is known as insurance
underwriting. I want to explain to you
where they get that money to pay you
the dividends of 10 per cent. They never
made any money on underwrifing, that
is, for selling fire insurance policies and
paying losses and expenses out of that
premium income; they made their money
from their investments; they have $400,-
000 loaned out in first mortgages, and—
small first mortgages and real estate in
Texas.

Witness—How did that make that
$400,0007?

General Stacy—A good part of that
was paid in, Mr. Walker, part of your
$100 which you paid in originally makes
up that $400,000. You must remember
that when the company was started
they paid in money—

Witness—I know they paid in about
$480,000, somebody told me.

General Stacy—A great part of that
money paid in is loaned out immedi-
ately before premiums that are paid by
the insurers, part of these premiums
that are not used on particular losses
and expenses is treated the same as a
deposit in a bank, that money together
with what was paid in by the stock-
holders of the company and what little
accumulated profits they made is all
loaned out; that is known as the in-
vestment account, or banking end of the
fire insurance business; that is one of
the sources of revenue, and the pre-
miums less expense and losses is sup-
posed to be the other source of revenue,
and for your information I will say
that last year the Austin Fire Insurance
Company made no money.on their un-
derwriting account. They paid you that
10 per cent dividend from the interest
they received on their loans.

Witness—I didn’t know how they
done it. I just knew the facts of the
case.

Mr. Jalonick—I wanted to explain it
to you as a stockholder in the com-
pany.

Mr. Gilmore—Q. Are there any other
companies doing business in Texas that
do a similar business to your com-
pany?

Mr. Jalonick-——All fire insurance com-
panies are operated along the same prin-
ciple. They have two sources of reve-
nue, the only difference between the
Texas companies, for instance, is that
our investments are on real estate and

mortgages and Eastern companies’ in-
vestments are in bonds and stocks; the
principle of operation is practically the
same. They depend on their banking
and insurance, as we call it the ‘“under-
writing department,” the two together,
to make a profit.

Q. This $1.17 which is supposed to
have been paid out by the insurance
people for every dollar of premiums re-
ceived, is applied where?

A. To the underwriting account.

Q. And does not take into account
any investments? .

A. Tt does not; that is what is
known as the ‘“underwriting account.”

Q. Then  other insurance companies
of the State, do you know anything of
what they have earned on their invest-
ment account?

A They would earn various amounts.

Q. Have they made a profit gener-
ally and as to their profit ou their in-
vestment accounts, have they made a
sufficient profit to make up for deficits
on their underwriting accounts?

Mr. Jalonick—Some years it is and
some yeais it is mot. The supposition
and expectation is that each account
will take care of itself, that the under-
writing account will show a profit,
and as an indication of the com-
panies’ position in this matter, 1T will
say that they are willing to operate
their underwriting account on a profit
of 10 per cent and 5 per cent of that
sum they will put in a special fund for
unusual losses or- conflagrations, and
they feel that they are . entitled to a
trade profit of 5 per cent for the
hazards of their business; in other
words, they are hazarding their whole
investment, their accumulations for
ten, fifteen and twenty years, and some-
times a hundred years, every day, and
they feel that in return for that hazard
they are undertaking, whieh is greater
than any other class of business, they
are entitled to at least 5 per cent trade
profit. i

Q. They are able to conduct this in-
vestment part of the business by virtue
of their receipts from their underwrit-
ing business?

A. Yes, in part. It is just a aques-
tion of gradual accumulation; to illus-
trate, a company that is in business, we
will assume that there is $400,000 paid
in and the accumulation of the com-
pany, the first year they write, say
$100,000 worth of business; if they pay
out any losses and expenses, $85,000 or
$90,000, they will have $10,000 accumu-
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lated, say, to go forward in the next
year; in the course of time the money
that they have paid in originally and
what is known as the unearned premium
fund, that is on deposit, that is held by
the companies for the benefit of un-
burned policy holders; the company that
writes a premium income of $2,000,000
is required by law to put up 50 per cent
on every policy they write for twelve
months; if they write a policy for three
years they are required to put up 833
per cent of that premium. If they write
a policy for five years they are required
to put up 90 per cent; that is known
as the unearned premium fund and the
purpose is for the benefit of you gentle-
men here who are policy holders. If
they have expenses the net assets, that
is the amount paid in by the company to
its accumulated profits, are wiped out
by a succession of fires or in a confla-
gration the company will have this fund
on hand—

Q. Reserve fund?

A. Reserve fund, to pay back every one
of you your unearned premiums, which
is a protection made for you by Texas
and every other State in the Union. It
is that reserve fund that they handle
just like a bank does deposits, and it is
accumulated, as the business grows the
reserve fund increases because they are
doing more business and have a larger
reserve and then the accumulated profits
there on the initial investment is
handled to the best ability of the man-
agement and everything has a bigger in-
come as they gain for the benefit of the
stockholders; the surplus is the. stock-
holders’ and the reserve fund belongs
to the policy holders and is held in trust
for them.

Q. The surplus of your company has
been gradually increasing every year,
you have something like $86,0007

A, $86,000.

Q. Does that include both
ments and underwriting profits?

A. Yes, all the profits from what-
ever source they come, go into what is
known as the annual surplus fund.

By Mr. Wortham—Q. Don’t insur-
ance companies’ profits aceruing on their
investments constitute their greatest
source of revenue? :

A. Yes, sir, it is.

Q. Most dependent source of reve-
nue?

A. Yes, sir, it is.

Q. Isn’t it a fact that that character
of investments in the Southwest on real
estate, mortgages as contradistinguished
from stocks and bonds in which that

invest-

fund is invested in the East earns great-
er dividends?

A. Yes, sir,

Q. So companies operating in Texas
and on the Pacific slope investing in
real estate and mortgages earn a larger
return on their investments than the
same company investing in the East in
stocks and bonds? :

A. Yes, sir; that is true,
higher rate of interest.

Mr. Lee—Q. What was the per cent
of your losses on that real estate ac-
count? i

A. Very little; practically nothing.
We have one—we have two in contest,
in the course of 'six or seven years’ busi-
ness, and I think that we ean count that
off as a very little, very small loss.

Mr. Cureton, to the Witness Walker:

Q. Mr. Walker, you speak of having
installed a coffee roaster in your build-
ing?

A. Yes, sir.

Q. What is a coffee roaster?

A. It is an iron cylinder; you put
coffee in there and there is gas in there.
The coffee is roasted by gas. The cylin-
der is about six feet long and about
four or five feet in diameter.

Q. The cylinder revolves?

A, Yes, sir; there is no danger in
it; you can turn it on and turn it off
by a wrench.

Q. What power is used in revolving
the cylinder? -

A. We run the machine by steam.

Q. You have a steam engine in the
building?

A. Yes, sir; the fire is away off. We
get the steam from a manufacturing
company; there is no fire about our
building at all.

Q. How do you convey the power to
the roaster?

A. By pipes under ground; we have
an engine in the room, but there is mno
fire about it; the fire is three hundred
feet from the building.

Q. But you have the ordinary en-
gine in the room there?

A. Yes, sir; it is built on a roek
foundation from the cellar up. I don’t
regard is as any more exposure or dan-
ger than electric lights.

I want to show you another thing
while T am here. (Producing an insur-
ance policy.) Here is a thing that is
pasted on this policy. That is one of
General Stacy’s policies.

Q. Do you refer to the pasting here
in red?

A, Yes, sir.

Q. Tt reads as follows:

We get a

“Under the
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ruling of the State Fire Rating Board,!
the premium on this policy must be
paid by the 15th of next month, other- |
wise same will be cancelled.”

A. Yes; and I want to say that that
is a fraud from start to finish. 1 asked
Bob Hamby about that this morning;
did he authorize that, and he said he
did not.

General Stacy—I don’t like the gen-
tleman’s comments, and I would like to
ask Mr. Hamby to state whether or not
the Fire Rating Board did not rule that
the company could put that in there,
that the company could put that on the
policy. I would like to ask if the Fire
Rating Board did not rule that the
company could put into that schedule
requiring premiums to be paid on the
15th of the following month?

Mr. Hamby—the Attorney General
_ held that it was necessary for each com-
pany to state in their schedule just
what credit it would allow or would
give to its patronms.

General Stacy—And all of the com-
panies put in their statement that it
would be the 15th of the next month,
that is that the premiums would be due
then?

Mr. Hamby—VYes, sir. What Mr. Wal-
ker and myself were talking about this
morning. That was the sticker put on
the policy, that is as to whether or mot
that was ordered by the Fire Rating
Board; he wanted to know if that was
ordered put on -there, that particular
sticker.

Mr. Walker—VYes, and Judge Hawkins
told me that he did not authorize it
done; "didn’t authorize that at all.

General Stacy—This don’t say that
the sticker is authorized or directed
rather by the board; we put this on
here to notify you, Mr. Walker, of the
contents of the policy, so you would
not carry the policy beyond the 15th of
the month. The policy bears a clause
that if not paid by the 15th of the
month, and I thought maybe you might
carry it beyond that date and then you
wouldn’t have any insurance, and I put
that sticker on there to mnotify you of
the contents of the policy, that pro-
vision.

Mr. Walker—I don’t believe any judge
on earth would hold it that way.

General Stacy—I am not responsible
for that. .

Mr. Hamby—I don’t think that stick-
er is correctly worded.

General Stacy—And I think I am pre-
pared to demonstrate that the sticker is
correctly worded,

Mr. Walker—I want you to look inside
of that.

Mr. Wortham (Chairman)—Tet’s get.
along with this examination. Mr., Cure-
ton, are you through with the witness?

Mr, Cureton, to the witness (Wal-
ker) :

Q.  As g matter of fact I under-
stand it was held by the Attorney Gen-
eral’s Department that the policy would
be cancelled if it was not paid off by
the 15th of the next month, and it don’t
make any difference how this informa-
tion was conveyed to you—I think it is
a bad law, and I doubt if it every was
the law.

Mr. Wortham (the Chairman, joking-
ly): One of the most important mem-
bers of this Committee is attacking the
Attorney General’s Department, and
I'll have to stand up for that depart-
ment.

The Witness—Inside there is a co-
insurance clause. I want you to look
at that. That is a regular fraud, that
is worse than any of them.

Mr. Lee—Do you think the co-insur-
ance clause could be defended at all?

The Witness—No, sir, by nobody on
earth. :

Mr. Cureton, to the witness:
Q. You are a wholesale grocer?
A, Yes, sir.

. You stated a while ago that you
had practically retired from business
personally ?

A. Yes, sir; 1 attend to the insur-
ance.

Q. About all you do is to attend to
the insurance?

A. Yes, sir, and sign checks.

Q. One of your duties is to attend
to the insurance?

A. Yes, sir.

Q. Your business is of such magni-
tude and size that as a matter of
economy to your firm you have one man
whose duty it is to look specially after
the insurance business?

A. Yes, sir.

Q. Taking that into consideration and
your knowledge of the business, you
were able prior to the Rating Board law
to get your insurance at 60 cents?

A. Yes, sir.

. Q. You don’t believe for one moment:
that a small business man in the town
who has nobody specially to look after
the insurance rates and devoting his
time to the business all the time, you
don’t think he could get a 60 cent rate
oh the same building?

A. T honestly believe he could.

Q. Your business was of such a size
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that you had a man specially to look af-
ter the insurance business?

A. Yes, sir.

Q. Of course, you were able then,
under those conditions, to get a low
rate of insurance?

A. Yes, sir.

Q. Do you think it is fair and just
that you should be able to get a less or a
lower rate of insurance than your neigh-
bor across the street?

A. Let me tell you what I think
about it. You might as well have a
rating board to rate the price of coffee
and sugar as insurance.

Q. You say that selling insurance is
like selling coffee and sugar?

A. Yes, sir.

Q. When you go down town into a
retail store to sell sugar, we’ll say at 5
cents a pound, on the very day that you
begin to sell sugar at that price it gets
all over the neighborhood and every~
body comes and buys?

A. Yes, sir.

Q. But when you reduce your policy
of insurance to 50 cents on the dollar;
that is, I mean to 50 cents on the hun-
dred, only those who want to come and
buy dinsurance at that time can come
and buy it at that time? Now, is there
a difference between selling coffee and
sugar and insurance?

A. No, sir, there is not; and if you
commence this thing, there is no end
to it. I don’t think you have any more
right to regulate the insurance business
only to stop combinations among insur-
ance people, that in my opinion would
be effective,

Mr. Jalonick, to the witness:

- Q. You stated that through the com-
bination of the companies you got a 60
cent rate, didn’t you, while ago?

A. No, they all come and wrote the
same thing at the same price; they all
came and said I would give one man
$5000 and then I would give another
man $5000 at the same rate.

Q. I understood you to state that
there was a combination of the com-
panies; that there was a combination of
companies offered you a 60 cent rate sev-
-eral years ago, and that was the way you
got the low rate, through the com-
‘bination of the companies.

A. No, sir, no combination.

Q. How did you get that 60 cent
rate?

A. They came down there and one
-company said they would take it at 60
cents; one company couldn’t take more
than $5000 and I would give one com-
ipany about $5000 and another company

$5000. One company would insure me
for 60 cents and I would get the rest
for 60 cents. I would say, for instance,
I have got $3000 on this and I want
$3000 more, and he would say, *“I’ll
write it at the same rate.”

Q. How long a building did you have

there; there where this 60 cent rate
was?

A. The cellar is 24 feet; it is a rock
building—

Q. What was the size or the build-
ing? '

A, The lot was 92x128.

Q. T mean, what was the sxze of the
building ?

A. It was on two lots 92x128; that
was the size of the lots; then the bulld-
ing walls were 20 inches ’thick.

Q. How wide was the building and
how deep?

A. If you would just take and de-
duet 40 feet from 128 you will have the
length of it.

Q. You mean 92x1287

A. Yes, sir.

Q. (By Mr. Jalomck) You . then -
got a 60 cent rate? :

A. Yes, sir.

Q. VVha.t year was that?

A. T think it was 95 or ’96 I don’t
know.

Q. 1895 or 1905¢?

A. 1905; I think it was 1905 I
don’t know, :

Q. Well, at that time were there any
buildings within 30 or 40 feet of you"

A. No, sir,

Q. You -were detached?

A. Yes, sir. . '

Q. There was nothmg say within 80
feet of you?

A. No, sir; at least 80 feet. Now,
that stable is right on the—46—that

coffee roaster is 46—that is right oppo-,
.site the stable, and that is 46.

Q. Now, here is a diagram of your
building as it stands today; this (in-

dicating) was the ~original building,
was it? .

A. Yes, sir.

Q. Right in here; this shows a
building? - : :

A. Right here.

Q. 92x1287

A. Yes, sir; that is right.

Q. In 1905 there was nothing else
about here within 80 feet except that
one building that was set out by it-
self?

A. Yes, sir. Now, where is that
stable?

Q. Here is the gstable here

A. Yes, sir.
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Q. Was that there in 19057

A. Yes, sir, I think it was; I would
not swear that it was there in 1905.

Q. You are almost sure it was not
there?

A. 1 know the stable was there.

Q. You know the stable was there?

A. Yes, sir.

Q. Was this furniture house here?

A. No, sir; that was put up there
about two years ago.

Q. Well, since 1905 you added how
many ?

A. Onpe building here and two build-
ings over there,

Q. You more than doubled the size
of your floor space?

A. Yes, sir.

Q. And in addition to that there
was—

A. A corrugated iron furniture ware
house—yes, sir.

Q. About 30x130, 20 feet across the
alley?

A. Yes, sir,

Q. From the new bulldmg‘?

A. All the lots here are 128 feet
there.

Q. By adding the 25 feet on the west
it. brought your bulldmg within 20
feet—

Twenty-three feet—

Of the livery stable?

Yes, sir.

And wagon yard?

Yes, sir.

Now, in all fairness, Mr. Walker,
wasn’t the hazard of your property
increased when you doubled your floor

o popor

- area and there was two framed—one

frame building within 30 feet; wasn’t
. there a greater hazard from chance
of fire than there was when you were
- in this one building, detached and
* nothing near you at all?
A. Yes, sir,

Q. You admit that, will you?

. A, Yes, sir. That only raised me 12
. points there.
Q. Tt increased your hazard that

much ?

A. Yes, sir, 12 points.

Q. That is what we are trying to
get at. Now, in addition to the in-
crease of fire hazard on account of these
frame structures, you also put a coftee
roaster in there?

A. Yes, sir., Now, I want to say

- this: I never regarded that as a hazard

at all—that there stable there—from
" the simple fact that the door is about
20 feet from the cormer, and I think
._that building would burn down and it
- would mnot affect my building at all.

Q. Mr. Walker, you won’t agree to
accept a policy from the insurace com-
pany who will reduce your rate to—what
is that charge?

A. Twelve cents.

Q. Twelve cents. If you will agree
not to make any claim against them
from a fire that will originate or com-
municate to_ your building -from that
building—that livery stable— '

A. Yes, I would.

Q. Well, every company on your risk
will amend their policy and give you the
reduced rate if you will agree not to
make a charge by reason of fire—

A, T will do that.

Q. Communicating to your building
and stock from that—

A. Yes, sir.

Q. Also from the others—

A. No, I would not do that; that is
dangerous. -But I do mnot regard this
as dangerous at all, because you docked
me 12 points on that.

Q. Now, your present rate, Mr. Wal-
ker, is $1.41 on the building?

A. 1 don’t know where you got the
$1.68.

Q. And $1.68 on the stock? .

A. T don’t know where you got that.

Q. Well, I got it from Mr. Roulette’s
rate book there.

A. Yes, sir.

Q. That is your present rate?

A. Yes, sir, but T don’t know where
you got it.

Q. How do you mean?

A. You took the rate you say at
$1.967

Q. I mean to say, sir, that you can
buy insurance from the companies that
are now writing at a basis of $1.68 less
25 per cent; then less 1 12 per cent
for the reductxon of the key rate of
Austin.

A. No, sir, you get that wrong.

Q. 1 have got the figures before me.

A. It don’t make any difference;
figures—I just want to give you some
figures; I know what it is.

Mr. Remmert, at this juncture, was
duly sworn by one of the Committee-
men.

Q. (By Mr. Jalonick.) Mr, Rem-
mert, please tell these gentlemen of this
Committee if the rate of $1.68 is the
one, that is, what is known as the Rou-
lette rate on Mr. Walker’s stock.

Mr., Walker—I acknowledge that is
the rate; but I say I don’t think it is
right.

Q. (By Mr. Jalonick to the Witness
Walker.) The controversy was, you
wanted to know where I got it.
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Mr. Remmert—This $1.68 I told you
was the rate—

A. But here, I want to put down
some figures here; you put it down as
I say; the rate is $1.96.

Q. (By Mr. Jalonick.)
$1.687

A. That is the old one.

Q. That is the rate of which you
are complaining before this board to-
day.

Mr, J. H. Cranes—Mr. Walker is of
the opinion that he should take the 25
per cent reduction from your rate of
$1.96; take the 25 per cent reduction
from the rate of $1.96, which applied
before he made the correction, and then
deduct the amount of the correction
which is 30 cents from the result after
you have obtained the 25 per cent off on
the $1.96; that makes a difference of
about 10 cents against you.

A. Now, you won’t let me talk; let
me say one word. If you take $1.96
and take thirty points off, it would be
$1.66 instead of $1.68.

Mr. Remmert—I will explain that in
this way: You take 30 cents; what is
5 per cent of 30 cents; what does that
amount to?

A. Yes, sir; that would be $1.66.

Mr. Remmert—Five per cent of 30
cents would be 13 cents, wouldn’t it?

A. Yes, sir. You ought to have 30
ce{ﬁ.nts off; you ought to have 31} cents
off.

Mr. Remmert—You have got it.

Q. (By Mr. Jalonick.) Now,
Walker, your rate is $1.68 todav?

A. Yes, sir; that is what it is to-
day. -
Q. The 25 per cent reduction would
bring your rate to $1.26. Now, Mr.
Walker, we will take this and tie a
building which writes at $1.68 and de-
duct the 50 cents which is charged for a
coffee roaster; we want to compare your
rate today under this system of sched-
ules to what it was in 19057

A. Uh huh.

Q. That would—if the coffee roaster
were taken out and put that building
with its area; take it in the same con-
dition it was in 1905 your rate would
be $1.18, wouldn’t it, on stock?

A. Yes, sir.

Q. Now—

A. T don’t know what you charge for
that.

Q. TFifty cents is the charge. We
think that the coffee roaster is a hazard
that is worth one-half of 1 per cent;
now, the board rate is one-half ceut off

The rate is

Mr.

that, which would be 29 cents; if you
would remove the coffee roaster, which
would leave the building like it was five
years ago, you would get a rate of 89
cents. :

A. Yes, sir.

Q. That is 25 per cent off. If these
same hazards—this furniture house,
which you say is very dangerous, and -
this stable is removed, you would have
a credit of 32 cents, which would make
your rate under the present system or
rating 57 cents.

A. T think you charge too much for
these exposures.

Q. Now, whether they charge too
much or too little the fact remains that
you put your buildings in the same con-
dition that it was in in 1905, when vou
got a 60 cent rate, that you can get a
57 cent rate under this very same sched-
ule of which you are complaining.

A. How is it—

Q. Now, that being a fact, T want
you to show me why it is—why this sys-
tem of rating is unreasonable or why it
is not a good law?

A. Because, By George, you carried
it for five years for 75 cents; that is
why it is. Your rate is too high; you
charge too much for these exposures.

Q. I will show you, if these expos- -
ures were not there, that we consider
the exposures very hazardous, and if
you will take a policy agreeing not to
make a claim against the insurance by .
reason of a fire that will communicate
to your building from these exposures,
we will not charge you for them.

A. No, I know, but I can’t do that.

Q. You say they are not dangerous,
and if you believe what you say, why
don’t you accept the companies’ propo-
sition ?

A, Because I paid for the insurance
and I want the insurance. I want to
say this to the committee, I think they
ought to wipe this whole law out and
especially this co-insurance.

Q. (By Mr. Cureton.) I want the
record to show; Mr. Walker has just
stated, gentlemen of the committee, that
he believes under the facts and circum-
stances before us, that we should repeal
the law.

A, Yes, sir.
Q. And let the matter stand at that?
A. Yes, sir.

Q. Now, the evidence in this case
shows, Mr. Walker, that the insurance .
companies have acted under the old law
and that acting under it they have -
formed a combination or a legal trust?
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A. Yes, sir. -

Q. For the purpose of writing the
business of this State?

A. Yes, sir.

Q. That in doing so they have spent
2 quarter of a million dollars?

A, Yes, sir.

Q. They have formed an absolute
trust and made one rate to which they
have all agreed and they all have the
same rate on all buildings in Texas that
have now already been rated?

A, Yes, sir.

Q. Now, if this law is repealed, do
you believe that these companies will
maintain the rates that they have
formed under this trust and that they
will follow these rates? .

A. No, sir. I will tell you there are

‘80 many insurance—there are these mu-
tual companies all over the State, and
I had a letter from New York offering
to take this insurance at 90 cents.

Q. Now you say they are mutual?

A. Yes, sir.

Q. Why didn’t you insure with the
mutual companies?

A.- There ain’t ehough of them.

Q. The mutuals can’t do the busi-
ness ?

A. No, sir.

Q. The mutuals can not by their
competition, can not bring the old line
companies out of business—

“A. No, sir.

Q. You say you can insure in New
York?

A, Yes, sir; I was offered a rate
there of 90 cents, but I would have to
sue them in New York to get my money.

Q. And then again, if you go to New
York to buy your insurance of course
your friends and neighbors will go to
Sears, Roebuck & Co. and Montgomery
Ward to buy their goods if they are
good people?

A. Yes, sir.

Q. Buying insurance from some New
York company is just the same as buy-
ing groceries and other products from
Sears, Roebuck & Co. or goods from
Montgomery Ward? ,

A. Yes, sir; but I don’t want to do
it. ’

Q. (By Mr. Wortham, Chairman.)
Do you consider these mutual compa-
nies as solvent as old line companies?

‘A. No, sir; I do not.

Q. (By Mr. Lee.) Are not a great
many of these mutual companies abso-
lutely insolvent?

A. No, sir; I don’t think so.
think there are but very few.

I don’t
There

was one up at Waco that busted, I
know.

Q. (By Mr. Cureton.) Representa-
tive Maddox requests me to ask you if
you are carrying any insurance in any
mutual company?

A. Yes, sir; $8000 in Fort Worth.

Q. What company?

A. Reciprocal, I think, $7500.

Q. What is the name of the com-
pany?

A. T don’t know what it is.

Q. Isn’t it the Texas National?

A, Yes, sir; that is one, but there is
another one.

Q. There are a number of mutual
companies in the State known as old
line companies that have a clause in
the by-laws permitting profit sharing?
You were not operating under this law?

A. No, sir.

Q. What
charge you?

A. 'He told me he would charge me
56 cents, I believe.

Q. Was that a dividend returned to
you to get you down to that?

A, Yes, sir.

Q. Don’t you pay a rate of 95 cents?

A. No, sir; I took that out a long
time ago—70 cents and then they cut
me down to 56 cents. If I had my pol-
icy I could show you.

Q. (By Mr. Wortham, Chairman)
A dry goods merchant wouldn’t partie-
ipate in the same dividends that you
would ?

A. T don’t know.

Q. How long have you carried that
insurance ?

A. I don’t know, I couldn’t tell you.
Q. You mean you renew them each
year? . .

A. No, sir; they just go right along.

Q. Send you a renewal receipt?

A. Yes, sir; thev are continuous. -

Q. Have they inspected the risks
since these frame structures were put
up there and since you put in the coifee
roaster?

A.  Yes, sir.

The Witness—The difficulty with these
fellows, I wrote up there to Mr. Walker
and asked him if he could give me any
more and he said no, that was all he
could carry.

rate does Mr. Walker

Morning Session—August 3, 1910.

T. J. Bowles, being duly sworn as a
witness by Mr. ‘Cureton, testified as fol-
lows:

Question. Where do you reside?
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Answer. In Collin county, at Nevada.

Q. I understand you are a member
of the Legislature? .

A. Yes, sir; I am a member of this
one, but not a member of the next one.

Q. You say you live at Nevada, Col-
lin- county, Texas? :

A, Yes, sir.

Q. What is your occupation or busi-
ness?

A. I am farming and writing some
fire insurance.

Q. How long have you been in the
fire insurance business?

A. Some six years, I suppose.

Q. Prior to the taking effect of the
board law, what was the condition of
the fire insurance business in your sec-
tion of the State, as to whether or not
there was discrimination between risks
of the same hazard or between towns
of the same town hazard?

A. T do not know that the diserim-
ination was so bad in my town, but
there was a diserimination between my
town and the town of Wiylie, a town
about ten miles from there.

Q. As stated just now?

A. Wait a minute till I explain
it—I want to explain it fully. If the
agents at Wylie reports the matter cor-
rectly; that is, if they reported their
rates correctly to.me, the rates under
which they were writing insurance there
was quite a diserimination.

Mr. Seruggs—We will admit on the
part of the insurance companies that
there was a discrimination all over the
State of Texas.

Mr. Cureton—I want to show the
character of the dizerimination.

Mr. Scruggs—We admit that there
was a discrimination.

‘Mr. Cureton—AIll right; it is ad-
mitted on the part of the insurance
companies that prior to the taking ef-
fect of the board law that there was
discrimination generally all over the
State.

Mr. Secruggs—I want to get that
correct; there was a diserimination on
the basis that there can be no competi-
tion without diserimination.

Mr. Cureton to the witness—Q. You
say that there was discrimination be-
tween your town and the town of Wiylie,

if the reports to you were correct.” In
what way this diserimination?
A. It was on dwelling houses. The

dwe_llings in my town; that is, the com-
panies that I represented, would not let
me write dwellings for less than $1.25
with non-warranted brick flues and $1.50
where ~metal flues were wused. The

agents at Wylie said that their com-
panies were allowing them a rate on
residences of $1.00, regardless of the
flues, whether brick or metal.

Q. What were the respective sizes of
the towns of Nevada and Wylie and the
respective fire-fighting facilities?

A. There were no fire-figliting facili-
ties in either of these places, so far as
T am informed. Nevada has something -
like 700 inhabitants and Wylie is a lit-
tle bit larger. .

Q. After the taking effect of the
schedule of rates promulgated by the
insurance companies; that is, after the
board law went into effect, what did it
do to the insurance rates in your town
of Nevada?

A. T lowered the residence property;
that is, it lowered the rates on resi--
dences and raised it on business prop-
erty some.

Q. To what extent did it raise the
rates on business property?

A. T am not able to say exactly just
to what extent the rates were raised.

Q. But there was a general raise
of the rates on business property?

A. There was a raise and a com-
plaint made among the insurance agents
there with reference to the rate. I had
a stock of groceries insured on the west
side of the public square in a brick
building, and I was insuring it at the
rate of $1.95; the same firm moved over
on a new block on the east side of the
square, and I had to raise their insur-
ance rate.-

Q. The insurance that was in the
same building after schedule rates went
into effect; what was the rate then as
compared with your rate of $1.95?

A. T don’t just recollect, I don’t call
it to mind just how much I raised it;
my book is not with me, .

Mr. Gilmore to the witness—Q. Mr.
Bowles, about how many companies do
you represent? .

A. Only three for a while but only
two now. I represent the Home Com-
pany and the Commercial Union.

Q. Prior to the taking effect of the
board law, what did the companies give
you as a basis for your rate. charges;
that is to say, how did they inform
you what rate to charge on the various
risks in your towm?

A. By a schedule of rates;
the book over there. .

Mr. Cureton—By the revised book of
the minimum rates for the State of
Texas issued by the Commercial Insur-
ance Company?

Yes, sir.

the;‘e is
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Mr. Gilmore—Q. Did each of the in-
surance companies advise you to- adhere
to these rates?

A. Not strictly; no, sir; sometimes
in order to get a rate through, in order
to get a risk, T would go below the
rates, and T would take it up with the
company and they would allow me to
keep the risks.

Q. That was the basis for the rates
for all the companies you represent?

A, Yes, sir.

Mr. Canales to the witness—Q. Did
you also take into consideration, in ar-
riving at the rate, did you take into
consideration surrounding risks; for in-
stance, the proximity of a furniture
store or a frame house?

A." Yes, sir.

Q. Take into consideration also the
awnings? ’

A. Yes, sir.

Q. And the combustible material?

A, Yes, sir.

Q. Was that classified?

A. Now, I don’t know about the com-
bustible material ; I do not know whether
that was considered or mnot, but -the
other buildings; that is, the proximity
of the other buildings was considered.

Q. Were they classified at so much
per cent?

A. No, sir; it would be so much for
an exposure, say of a frame building
within a certain distance, or a brick
building within a certain distance. )

Q. You would add that to the basis
of the rate?

A, Yes, sir. °
Q. That is it?
A. Yes, sir.

Mr. Cureton to the witness—Q. The
exposure charges prior to the taking
effect of this rating law took into con-
sideration what distance—in other
words, it took into consideration cer-
tain distances, say 60 feet, 20 feet, 80
feet, or what?

A. T am not sure about the basis
rates, but 60 feet was what my com-
panies always allowed me in making a
rating of insurance there. In other
words, if T wrote a stock of goods and
a frame exposure was 60 feet away,
they would not make any charge for
that.

Q. TUnder the present schedule, what
is it?

A. Tt is 80 feet, T think.

Q. As applied to the same location?

A. Yes, sir.

Q. It has to be 80 feet away or an
exposure charge will be made?

A. Yes, sir. :

Q. What is the width of the streets
in your town?

A, Sixty feet.

Q. Under the present schedule .in
your town the streets are 20 feet too
narrow and are consequently under the
basis of rates subject to a charge for
exposure?

A, Yes, sir; it becomes a charge for
exposure because of the distance.

Mr. Seruggs—I want to say that
there was an error and that we discov-
ered and which we had up for correc-
tion; that is, we had up for correction
the error made with reference to ex-
plosive characters and were correcting
that or trying to correct but the board
ordering a 25 per cent reduction .put
us in case that we could not do it.

Mr. Cureton—It is admitted that the
exposure charge in the new tariff is in-
correct and that at the time the board
reduced the rate 25 per cent the insur-
ance company had this matter up for
amendment and correction.

Mr. Scruggs—They based that expos-
ure charge upon the streets of the town,
and of course with this exposure it
made the buildings across the street
subject to an explosive side, and we
didn’t find that out until we began to
apply the tariff.

"Mr, Cureton—I1 assume that if the
rate should be modifled and the com-
panies go back into business in’ this
State that this exposure proposition
would be corrected,

Mr. Scruggs—Yes, sir; it should not
extend across the street; of course, if
vou have a street 30 feet wide, then it
would and ought to go across the street,
but the distance should not be any
greater than it was before.

Mr. Cureton—That is the distance re-
quired. .

Mr. Scruggs—It was not intended
that it should be, but on the basis of
the rate and not working it out it did
do it and it only comes out in unpro-
tected towns.

Mr. Bowles (the witness)-—There is
something else 1 would like to say
about that, and that is this, across the
street as we were talking about just
now these frame exposures, they first
calculated the unoccupied rate and then
as to what the occupied building rate
would be and they would take a certain
per cent of that. That was not the
case before the new law went into ef-
fect. These frame buildings in this case
that I speak of were very small build-
ings. Something like, I do not know
just exactly the size of them but will
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say 14x20; one of them was a small
meat market and the other was used for
a barber shop I believe, I believe it is
a restaurant now. It seems that the
charges on these buildings were just as
great as if the buildings had been 25x
100 feet. .

Mr. Scruggs—That is correct. The
whole table needs revision; that is, the
whole exposure table.

Mr. Cureton—It assume it would be
revised if the company would again
write the business.

Mr, Seruggs—We were working on it
at the time the law forced down the
rate.

Mr. Lee—Are you going to give that
revision if they keep the rate down?

Mr. Seruggs—Most assuredly we will
not.

A. J. Eilers, being duly sworn as a
witness and examined by Mr. Cureton,
testified as follows:

Question. Where do you live?

Answer. In Austin, Texas.

Q. In what business are you en-
gaged?

A. The wholesale dry goods, notion
and furnishing goods business.

Q. How long have you been engaged
in this business? .

A. Since 1887.

Q. Mr, Eilers, have you been a pur-
chaser of insurance here during the
vears of your business and residence
here?

A. Yes, sir.  Our premiums run from
three to four thousand dollars a year
in fire and marine and other kinds of
insurance.

Q. T have not had an opportunity
to talk with you and do not know the
line of your testimony, but T would be
pleased if you would make a statement,
and if there is anything that occurs to
me I will call your attention to it and
ask you questions,

A. T want to state in the first place
that T am not only the representative
of my firm of McKean, Eilers & Com-
pany, but T also represent the city of
Austin; that is, I represent the Busi-
ness League of the city of Austin as
one of the committee. There are some
fifteen of the gentlemen on the commit-
tee appointed, but they have not been
here, so far as I know. In the first place,
I want to call the attention of the com-
mittee of this fact that I am not in
favor of this law. We believe that it
ought to be repealed. I think I express
the sentiments of at least ninety or
ninety-five per cent of the merchants
of the State of Texas when I say that.

We do a business all over the South-
western and Central Texas, and I am
the credit man of my concern, and I
want to say that I am a great believer
in fire insurance, and if a man shows
us his assets and has only a few thou-
sand dollars and has no insurance, then
we try to prevail upon him to take out
insurance, and, if he don’t, very often
we refuse to give him a twenty-five per
cent line of credit on his net assets.
What I want to call your special atten-
tion to is the 80 per cent co-insurance
clause. Here is a policy of insurance
any insurance man can call your atten-
tion to the liability or the reliability
of it; it is a policy written by the Con-
tinental Insurance Company of New
York City, which is a very large com-
pany. This 80 per cent co-insurance
clause T would like to read to you to-
day. We believe that that is unjust,
unfair and not equitable. The co-insur-
ance clause reads as follows: “It is a
part of the consideration of this policy
and the basis upon which the rate of
premium is fixed that the assured shall
maintain insurance on each. amount of
property insured by this property at a
rate of not less than 80 per cent of the
actual cash value thereof, and failing so
to do the assured shall be an insurer to
the extent of the deficit and bear the
proportionate share of loss on each
item.” If a person has a ten-thousand-
dollar stock and insures it for $5000
and has a total loss he gets the insur-
ance, but if he has a fifty per cent loss
he only gets $2500—no he only gets five-
eighths of the amount of the loss. Say
his-loss is $5000 and he is insured for
$5000, he only gets five-eighths of that
sum.

Mr. Scruggs—Suppose your loss is
$10,000. '

The Witness—If you carried the 80
per cent clause, you would get the full
amount,.

Q. But you haven’t got the full loss?

A. If your stock is only $10,000
you do.

Q. Suppose you are damaged $8000
and you were protected by $5000 insur-
ance, wouldn’t you collect for the face
of your policy?

I know that," but how often do
you have the 80 per cent loss?

Mr. Baker—I would like to ask the
witness a question.

Q. As a matter of fact, the whole
sum and substance of this co-insurance
proposition is a raise on the rate when
you do not take the 80 per cent insur-
ance?
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A. Yes, sir. If you only take 50
per cent of the stock on hand, your
rate is whatever the initial rate is, plus
333 per cent; is that not correct? We
believe that if a man pays for anything,
he has got a right to do it and ought to
have it.

Mr. Stratton to the witness—Q. As
I understand, if you have got a $5000
policy, your loss exceeds 80 per cent of
the property, you get your policy, you
collect your whole policy; that I be-
lieve is the legal construction?

A. 1 believe that is right.

Q. If you have got a $10,000 stock
and have a partial loss and say you
~ have a loss of $8100 have you got $6000
" policy you collect the whole face of the
policy then.

Mr. Seruggs—YVYes, sir; that is correct,

The Witness—Yes, but how many mer-
chants will carry 80 per cent of their
merchandise on hand? They can not
afford to do it. I do not think that
the majority of merchants do that, do
they?

Mr. Seruggs—I think they do. I
think they carry all they can get.

The Witness—I don’t find it so out
of about one thousand customers thet
I have.

Mr. Scruggs to the witness—Q. How
much do you require your people to
carry before you will sell them goods?

A. TFifty per cent.

Q. A great many houses require
them to carry 75 per cénf, do they not?

A. T am a great believer in insur-
ance. We have paid out in the course
of twenty-five years for insured pre-
miums of various in our business $125,-
000 in premiums. We have collected in
that length of time about $18,000. We
carry fire insurance, marine insurance,
plate glass insurance, and credit indem-
nity insurance and employes’ insurance.
We don’t want you gentlemen to think
for a minute that we are not in favor
of insurance, and we do not want you
to pass a law that will prohibit the
insurance people from doing busines in
this State. We believe simply in the
repeal of the present law and believe
that there should be no 80 per cent
clause. Different cities throughout the
State of Texas appointed committees
and we all met in Dallas some eight or
ten years ago and complained so vigor-
ously about this proposition that the in-
surance companies quietly withdrew this
co-insurance clause.

Q. (By Mr. Cureton)—Now it would
take the joint effort of the companies
alike to force the insurance companies

to discontinue this 80 per cent co-insur-
ance clause?

A. Yes, sir. At that time, I don’t
believe they had a clause of that kind.

Mr. Scruggs—That is what they called
an equitable co-insurance and value
clause, and the clause provided that if
you carried 75 per cent insurance that
you could not collect more than 75 per
cent of your values. And the operation
of the clause was that whenever you
had a fire the companies cut you at
both ends. When that matter came be-
fore the companies and they saw the
error, they immediately withdrew it.
In other words, you were forced to carry
75 per cent, and at the same time you
were limited in the collection to 75
per cent. And when that was called to
the attention of the companies they
withdrew it. That is not the present
co-insurance law.

Q. (By Mr. Cureton)—Now, Mr.
Eilers, the clause to which you refer is
the 80 per cent co-insurance clause?

A. Yes, sir.

Q. Now, so far as the present law
is concerned, you want to get the in-
surance companies to abrogate as to
you?

A. Yes, sir.

Q. Now at the time you all—were
able to do this—the insurance compa-
nies all, as a matter of fact, continued
to put this clause into the policies and
the small insurance, the merchants over
the State—

A. No, they put the three-quarter
clause in them; not the co-insurance
clause by the three-quarter clause. Ex-
cept the lumbermen and they belong to
the lumbermen—

Q. If it don’t apply to all classes
alike, then it was a diserimination,
wasn’t it? ’

A. At that time; yes, sir.

Q. Well, the people of the State
seem to have the view that discrimina-
tion should be eliminated as far as pos-
sible in the insurance business?

A.  Yes, sir.

Q. Now, if we were to repeal the law
as suggested, and do nothing further,
that class of discrimination will con-
tinue; would that be proper for us to
do?

A We don’t want any discrimina-
tion; you can pass a law to that effect;
what we want is just and fair play;
equitable, both to the insurance com-
pany and the insured.

-Q. But Mr. Scruggs, representatives
of the insurance companies tell us that
this 80 per cent co-insurance clause is
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necessary to an equitable adjustment of
the rates?

A. (To Mr. Scruggs)—Can 1 tell
what vou told me yesterday?

Mr. Scruggs—I will tell it. I stated
to Mr. Eilers yesterday that, personally,
I did not believe in the co-insurance
clause, but I stated that it was an
equalizer of rates, like the board of
equalization for taxation; personally, T
am not in favor of the law at all.

My, Eilers—And didn’t you also
state you could take my business with
vour companies and write every bit of
my insurance at the same basis you did
before?

(No answer by Mr. Scruggs.)

Q. (By Mr., Cureton)—Was
anything on the statute books?

A. That is not a part of the law;
that is a part of the contract. They
put it in here,

Q. Then the only way to prevent
them from putting it in there would be
to pass a law preventing them from do-
ing it?

A. Yes, sir. We have Mr. Scruggs’
word on that proposition, but he don’t
represent all the companies.

Q. We can repeal the law.

A. That is exactly what I want to
call your attention to; there is another
matter here and that is, for the pre-
miums to be paid on the 15th of
the month. Suppose your house is in-
sured for one or two thousand dollars,
and the agent fails to call on you on
the 15th of the month, or you are
out of town and you possibly could not
pay it and your house burns down on
the 15th of the month; doesn’t that in-
validate your policy?

Mr. Seruggs—If you had twelve
jurors like yourself, wouldn’t you give
it to the insured?

A. You bet T would. We are not
here to have lawsuits about insurance.
Suppose my business was to burn, and
I did not have a quarter of a million
dollars of insurance, what position
would T be in? My creditors would
take charge of my business; if I have
got to go and fight in the courthouse
for six or twelve months, I would be
in a bad shape,

Mr. Baker—Just a minute. The ver-
dict of the jury would not be conclusive
if you got it to the higher courts.

Q. (By Mr. Cureton)—Mr. Eilers, I
want to call your attention to the ques-
tion of the voidability of a policy; un-
der that clause, it would not be a ques-
tion for the jury; it would be decided
by the court?

there

A. Yes, sir.

Q. And, like you, I think it ought to
be abrogated by such law.

A. Why certainly.

Q. I don’t think you need to have
any fears about it; I think this com-
mittee is going to recommend the ab-
rogation of that clause?

A. Well, I think that co-insurance

‘clause is bad; because if I have got a

bad rate, why should I be penalized be-
cause my neighbor has got a better
rate? If I pay five or ten dollars a
month for a night watchman to pass
my store every hour during the night,
and my neighbor across the street dom’t
do that, why should I pay for the
neglect of my neighbor across the street;
is that a fair proposition? I allow no
smoking of cigarettes nor cigars and I
have fire extinguishers in my store im
all parts of my store, and I use all the
apparatus that I can to minimize the
physical condition of my business, and
if T am that careful and cautious, why
should I be penalized by them putting
that clause in the policy. Now, I want
to state ‘that this policy is dated July,
1910, and expires in July, 1911. It is
a new policy just written here under
the new law, and I will state that our
insurance wag 80 cents, and they in-
creased it to $2.21.

Q. Is that all?

A. That is all. \And it has cost me
a little over eight hundred dollars in
premiums, and five hundred more to
make these corrections; that is, to
build up the nine well holes in the first,
second and third floors, and putting a
door in our stairway and fixing .our
elevator, so that no draft, in case of a
fire on the lower floor, could be caught
up and carried up to the second and
third floors.

Q. Has that reduced your rate?

A. Yes, sir; our rate now, with the
25 per cent reduction is lower; I got
them to reduce the rate 8 cents for the
Fire Marshal and the fire code law, I
believe that is it and that reduced us
eight points. Our key rate was 38
points, and owing to the fact that the
city passed an ordinance, that cut the
rate 8 cents, so that my rate is now
90 or 92 cents, by spending five hundred
dollars on these other openings. .

Q. Well, now—

A. But excuse me; if this law were
enforced, we would not carry 80 per
cent of our stock on hand, so. we would
be penalized if we only carried 50 per
cent, 333 per cent more; now add one-
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third to that sum, and that makes our
rate now about $1.22.

Q. (By Mr. Terrell) —Do you think
$1.22 is too high for your risk?

A. I think so. They have been writ-
ing it at 80 cents in all classes of com-
panies.

Mr. Terrell of Bexar—Q. I will ask
you whether you have ever handled any
jnsurance for your customers?

A, No, sir.
to have it, every letter that we have we
ask him has he got insurance and our
statement has written at the bottom of
it and we have a blank for order, and
in letters we say, “are you insured and
for how much?”

Q. Do you recommend any company?

A. No, sir; any company they want.
"~ Q. Don’t you think 80 cents is too
low for your previous policy?

A. T don’t think so. T don’t see why
it should be.

Mr. Seruggs—What rate did you pay,
say three years ago?

A. Tt was, I think, 95 cents, and
then we got it down to 90 about two
years ago, and then 80.

Q. What did you pay five years ago?

A, TFive years ago we paid about
$1.25. ’

Q. You used to pay a rate of $1.257

A, Yes.

Q. That is what T wanted to get in
the record. They commenced by play-
ing one agent against another, or rather
the agents in competition in their busi-
ness worked it down to 80 cents?

A. Yes, sir.

- Q. The companies were not anxious.

to reduce their rates?

A. Why did you want to reduce the
rates?

Q. They didn’t want to.
agents wanted "to do it.

A, Why?

Q. Because the conditions of the
town were such that we could afford to
cut rates in Austin but we couldn’t do

The 1local

* it in Denison.

A. Didn’t you send special inspectors
to look at my business?

Q. Yes.

A. What was their report on it?

Q. I am satisfied with the 80-cent
rate. I want to show these gentlemen
that any schedule as they apply by law
is bound to raise the rate in towns that
do not bave fires. They ought to be
equalized in towns that do have them.

A. TIf 80 cents is too low for me, 1
am willing to pay. I don’t want the
insurance companies to take my busi-
ness without a profit.

But I prevail upon him’

If I know it,]

I worn’t let an insurance agent give me
his premium. I don’t love money that
well. ‘

- Q. TIknow that. But don’t you think
every man ought to be made to carry a
part of his own risk?

A. Why should he? Certainly I am
doing it anyhow. If I only take 50
per cent, ain’t I?

Q. Don’t you think every man ought
to be made to do it anyhow?

A. Certainly; ain’t I carrying it
anyhow? If he wants to pay you that
premium and you are willing ‘to accept
it, why shouldn’t he? If he wants to
carry only 25 per cent and the bankers
only insist on him taking enough to
cover his indebtedness, which I gener-
ally do, you must take enough insur-
ance in case of fire, 50 you can pay all
of your indebtedness; that is only just.

Q. Dorn’t you think over-insurance -
causes a great many fires?

A. Certainly they cause
many fires.

Q. Don’t you think the 80 per cent
co-insurance clause, if eliminated, and
ought to be—

A. Yes, sir.

Q. And we. put in the place of it—

A. Don’t you have concurrent insur-
ance in place of that?

Q. If it is eliminated, don’t you
think that we ought to put a law on the
statute books to the effect that no man
shall be permitted to collect more insur-
ance than the value of his property?

A. That is fair enough, fair enough
for any honest man. But you have con-
current insurance which is right and
just because you ought to know—

Q. Do you know that we have a law
on the statute books of Texas today
which says a man can collect for any
amount of insurance the companies may
write him, whether it is over insur-
ance or not?

A. T did not.

Q. It is a fact.

A. You are speaking of isolated cases,
I have been adjuster for a great many
merchants, and I have as a rule found
the companies fair and equitable in their
dealings, and I have no complaint to
make. I am not here to fight the com-
panies.

Q. You stated while ago that most
of your customers operated under the
three-fourths clause?

A. Yes, sir.

Q. Do you think it would be wrong
to equalize the three-fourths clause?

A. That would be fair.

a great
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Q. Don’t you think that would stop
a great many fires?

A. That is what we want to do ex-
actly, and when you stop the fires, the
insurance companies can reduce the
rates. That is what we want to do;
that redounds to the benefit of the in-
sured when you can reduce the fire
losses.

Mr. Reedy—Mr. Scruggs has suggested
that a law ought to prohibit a man
from recovering more than the value
of his insured property.

A. Yes, sir.

Q. Of the destroyed property. Not-
withstanding he may carry more insur-
ance than the property is really worth?

A. Yes, sir.

Q. Would not the effect of that be
to multiply litigation and contests over
payments' of -policies when losses oc-
curred? :

A. 1t might be, yes.

Q. Don’t you think it would greatly
increase?

A. Tt might, yes. It might be; a
man, for instance, who carries a $10,000
stock and he gets in his fall bill of $3000
he adds that and that is $13,000; he
wants to add 60 per cent; that would be
$7200. In 30 days he has sold as much
as he has taken in, and when a fire
occurs he shows that he has got in-
surance for more than his stock is.

Mr. Seruggs—Q. Ought he be per-
mitted to collect for more than his
stock is?

A. T don’t think he ought.

Mr. Secruggs—If he has got enough
insurance he can generally work out on
the books and show what he has there?

Mr. Cureton—The valued policy law
applies only to buildings and does not
apply to personal property.

Mr. Scruggs—Does not
stocks.

Mr. Cureton—Your rate under the
laws now in operation has been raised?

A. From 80 to $2.21.

Q. I understand, but you have re-
duced it?

A. We have reduced it by spending
$500. But take a man, for instance, Mr.
Richardson, that had a rented store;
they wanted him to spend a few hundred
dollars and he. could not afford to do
it and would not do it, and I didn’t
blame him for not doing it, because
he could not make these corrections of a
few hundred dollars and let his landlord
get the benefit of it.

Q. What rate do you pay now?

A. 92 cents.

apply to

Q. It has been raised 12 cents?

A. Yes, sir.

Mr. Lee—You think that we ought to
repeal this law and not have any other?

A. T think so, and include in that
that their premiums shall be optional
with the local agents.

Q. Don’t you think with the infor-
mation we have now for getting this
key rate over the State that it would
be better to enact such a law as we
have under consideration?

A. You cut them off, you knock
out this co-insurance clause and we will
take our chances on this proposition.

Q. A large insurer may do that,
but how about the small one?

A. T want to impress upon you I am
not here for the larger insurer. I want
something that is just and equitable
for a man that has got a hundred dol-
lars as well as for one that has one
hundred thousand dollars. I don’t want
any disecrimination; I want fair play
and nothing else, both for us, the in-
sured and the insurer; we don’t want
any discrimination; it is not right and
not honest. I have never had a fire in
my store, and don’t want one, and don’t
expect to have one. You can see the
amount that I am out at a loss today on
premiums I have paid insurance com-
panies, and I do not expect to get back
any of it. I take insurance for the sat-
isfaction I have when the fire bell rings
in the Tenth Ward, and I don’t want to
go down there, I know that I am in-
sured and am at rest, am at ease and
with peace of mind.

Mr. Scruggs—About what insurance
do you carry on your stock?

A. About 60 per cent.

Q. You don’t want to carry more
than 60 per cent?

A. No, because I don’t think it is
necessary. It ought to be optional with
a man; if he wants to carry 25 per cent,
let him carry him. I don’t see why the
great State of Texas would want to
equalize insurance companies’ business
by fixing their rates.

Mr. Cureton—The Legislature has not
done that. What you want us to do is
to take a club and keep them from doing
it?

A. Yes, sir.

Q. It won’t do that, the operation of
the law; with all of your organization
they have saddled that on you with all
your protests. -

A. Yes, but if you have a law pro-
hibiting them to do these things, could
they do that? -

Q. That is what I want to show by
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your example.

They want us to turn comes down to a point they are in favor

them loose in Mr. Scruggs’ manner—if ‘of their friends and customers.

we turned them loose, in the language of
General
“wish you had never been born.”

A. Yes, and some agents come here
and say we want a law on this order
and yet say that they had mnothing to
do with having this law passed. I don’t
want to impugn the motives of any
man, but it looks like there is a bug
under the chip—something wrong. Is
their position well taken by their own
statement? It is as plain as the nose
on my face.

Q. General Stacy says that this law
is a good law.

A. I know he does.
say is in reference to the premium on
the 15th of the month. Possibly you
don’t know that if the local wgent
takes your insuramce he notifies the in-
surance company, and the local agent
has got to remit that premium in 30
days thereafter. If the local agent
wants {o give me one month or my
neighbor six months, that is entirely his
business. The company has got noth-
ing to do with that. He has got to re-
mit that, as I understand. Isn’t that a
fact, Mr. Hamby?

Mr. Hamby-—I understand so.

‘Mr. Cureton—Of course, the Legisla-

-ture never intended to pass that kind of .

a law. You say you think there is a
bug under the chip? What do you mean
by that?

A. They say that they had nothing
to do with the law.

Q. Who says that?

A. The insurance companies, the lo-
cal agents tell me that. But I believe
that these agents here stated to you,
haven’t they? I think they have; I
don’t want to misrepresent anything;
if T do, please call me down, and I will
apologize.

Q. Local agents say they personally
did want the law?

A, T never put that direct question
to them. I think General Stacy has the
minority on that.

Q. They say the insurance companies
don’t want the law?

A. Didn’t want the law, yes.

General Stacy—-1 did state that the
local agents asked for this law, but
I was not the only one that did it; the
agents over the whole State of Texas
asked for it for the reason that it
would benefit the insurers; local agents
are in favor of benefiting their insur-
ers, friends and customers. They are
agents for the company, but when it

What I want to

l

Mr. Cureton—Insurance companies are

Stacy, you would probably | here and have been here mnearly a week

and all tell us we want you to repeal
this law and go home, and we stand
with Mr. Colquitt on his platform. In
the evidence before this Committee it
shows beyond contradiction that resi-
dence rates in this State have been re-
duced some 20 to 25 per cent and shows
beyond contradiction that three-fourths
of the people of this State have been
benefited by the law.

A, Yes, sir.

Q. Now, as a member of the Legisla-
ture, with this condition confronting
you, what would you do?

A, I would say how much in pro-
portion is the dwelling rate as to the
aggregate amount of insurance to the
dwelling as to the commercial part of it,
what does that bear? :

Q. The dwelling part is only 25 per
cent and the commercial part is 75 per
cent. I will give you another question.
We have presented that question to our
friends, who are statesmen and
economists, and they have said that the
greatest good to the greatest number
is the way legislators should be gov-
erned; what are they to do?

A. Act for the majority.

Q. For the majority of the people or
the majority of the wealth?

A. Majority of the people,

Q. The evidence shows that the ma-
jority of the people have been benefited
by this law, it is without contradic-
tion.

A. You have the dollars and cents?

Q. Yes.

A. Oh, no.

(Several members)—No, no.

Q. I say a majority of individuals?

A. That may be true, because you
have in a city perhaps only a few mer-
chants in a town.

Q. Certainly, a majority of the in-
dividuals have been benefited by the
law?

A. How much does that amount to?

Q. ‘I don’t know. A million dollars,
perhaps. This situation that confronts
us members of the Legislature as to
whether we will follow the Jeffersonian
doctrine of the greatest good to the
greatest number or the greatest good
to the greatest wealth—mow, which are
we to follow?

A. Amount of wealth of the major-
ity in reference to the amount involved,
T think. It is not a fair comparison,
because you take a town, you find fewer
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in proportion; I don’t know what the

statistiecs will show, but you will find

less merchants in town in proportion a
great deal, I should not think 10 per
cent. .

Q. Well, thus far, Mr. Eilers, the evi-
dence is beyond contradiction that the
mercantile risks of the State have not
been paying their portion of the amount
of insurance according to the hazards.

A. Well, give them an advance if
that is a fact. If the insurance com-
panies say they can’t make a living at
it, give them a rate. If I had to do
business without insurance, I would
simply have to liquidate my business or
give them a living.

Mr. Cureton—The testimony shows
that the mercantile hazards have not,
prior to the taking effect of this law,
paid their proportion of the amount.
We. don’t know whether that is true or
not, but if not true, we would be very
glad for the Merchants’ Association of
this city to come before us and show
that the low rates were not discrimina-
tion in their favor and we will pass
such legislation as necessary. We don’t
know, all we have to go by is the tes-
timony. '

A. That is their business and they
have statistics at hand.

Q. We have not called on them for
that information.

A. If a man has a thousand dollar
fire, he ought to get his money; he is
paying for it. If the premium: is not
such as to justify the company paying
it, he should pay enough. They gener-
ally take care of themselves, the ad-
justers.

Q. (Mr. Scruggs)—If they go before
a jury of twelve men in your town, do
they always get it?

A. Does the insurance company al-
ways carry out what promises they
make? : )

Q. (Mr. Scruggs)—Do the = mer-
chants always abide by their promises?

A. Yes. sir; in the majority of cases
they do; I don’t mean always. I am
very much obliged to you gentlemen,
and that is all I had to protest. -

Afternoon Sessioﬁ, August 3, 1910.

Mr. Reedy—I will ask you this ques-
tiori: In coming before the committee,
you come merely in behalf of the com-
mercial interests and insist on the un-
qualified repeal of the law in their be-
half without reference to its effect on
the general insuring public?

A. Yes, sir; and in refererce to
those two classes.

Q. You have not considered the op-
eration or affect of this law on the gen-
eral insuring public at all?

A. I have no statistics on that at
all; I know what they have done.

Q. I believe, Mr. Eilers, that you
share the general misunderstanding of
the effect and intended effect of the
law in creating the board. This board
really as created or contemplated was
to act as a sort of umpire between the
insuring public and the companies and
ascertain what was right and enforce it.

A. But, my dear sir, take the
amount of money invested in the cot-
ton manufacturing business of Texas,
at Dallas, at Corsicana, at Sherman, at
Brenham and Cuero and you say to
these gentlemen you can not put a fixed
price on duck and if we do agree on a
fixed price we stand liable to be prose-
cuted, you say to these people you can’t
do that, but you can put $5000 into the
insurance company at a fixed rate. Is
that fair and just to the people of
Texas? '

Q. You seem to interpret wrongly
the desire of this Legislature and this
legislative committee. We don’t intend
to invest these insurance companies
with any such power, but we intend to
invest this board with power to ascer-
tain and determine what is fair and
right for each risk.

A. That is fair enough if the time
is fixed. I don’t suppose there is a
mill in the country that is making duck
today—the Dallas mill is selling it for
12 cents and that is 25 cents a  pound
for raw cotton; you figure it down and
see where the money is: Don’t we do
a loss business at certain times of the

year? We certainly do, and every
character of commercial business at
times, but why should you legalize

these companies to put a fixed rate and
give them a reasonable profit and say
to them you can make a profit from
January to January?

Q. I am not here to state to you
why the Legislature in its wisdom or
otherwise came to that conclusion.

A. Another thing, gentlemen, talk-
ing about the greatest good to the
greatest number, who was the instiga-
tor of reducing the rate on dwellings?
I don’t know; can you tell me, Mr.
Seruggs? '

Mr. Scruggs—Thomas B. Love.

Mr. Eilers—Say that the greater
number of people have been henefited,
but how much? -
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Q. In other words, you think it was
reduced for political purposes?

A. That is my inference; yes, sir.

Q. You think the insurance compa-
nies ought to be taken our of politics
altogether?

A. Why shouldn’t they be,
should they be legalized?

Q. And made to do business in the
open market the same as you do? .

A. Why, certainly.

Q. Is the witness prepared to show
that the present insurance rate as paid
is too hight

A. 1 have no statistics on that; 1
only know what the rates have been, of
course.

Q. (By Mr. Moller.)—If the, regula-
tion of the Legislature renders these
insurance companies a profit with the
fire losses in the State of Texas, would
it not be fair and reasonmable for the
State to take charge of the insurance
companies and not the cotton mills?

A. T dorn’t think so. They have men
that study these things and they can re-
duce or increase the rates as they see
proper.

Q. If they are regulated so as to re-
duce the risk say a million dollars in
consequence of the State of Texas re-
ducing the fire waste, they will reduze
the rate proportionately.

A. They ought to be able to bring
about these -conditions without being
regulated.

Q. They can "mot, in competition
with each other, regulate these things.

A. Why canw’t they? :

Q. It 1s proven that they can not.
‘The railroad companies, before the Comn:-
mission, cut each' other’s throats from
one end to the other. Since then tu.ey
have not done it.

A. They probably have a fair, just
and equitable -rate.

Q. (Mr. Cureton)—You seem to
think that the reason for the reduction
of rates on residences in this State was
for political effect?

A. That is only my private opinion,
I am not casting any reflections.

Q. Of course, you understand it is
our duty to seek information from
every available source?

A. Certainly.

Q. 1 want to read you a paragraph
here on page 207 of a book written by
Lester W. Zartman, called Yale Read-
ings on Insurance: “Taking .up in order
these varieties of rate diserimination,
we first ask why there are preferred
classes of risks. These classes exist be-
cause of the desire on the part of the

why

re

companies to assess rates in such a way
as to arouse the least opposition.
There are many analogies between fire
premiums and taxes; as with govern-
ments—which have always found it
uecessary to levy taxes not so much
with regard to ‘the question of their
being ideally just, as to thé question of
whether they can be imposed without
raising a storm of opposition—so it is
with the fire insurance companies.
They have found that they can levy
Ligh rates on dwellings, on dontents of

dwellings, on churches, schoolhouses,
public buildings and kindred risks with-
out causing much opposition. The

reason is not far to seek. The rates
on dwellings as a class are low, abso-
lutely speaking; few people have large
values, so that the premium omn each
risk is moderate and usually causes lit-
ile objection to be made. Suppose
there is some opposition to the dwell-
mg rates; it may result in a man com-
plaining to his neighbor that the rates
on dwellings are too high, and the
neighbor may agree with him; but this
is about as far as the opposition ever
gets. In the same way high rates on
churches, schools and similar property
cause little opposition, but how differ-
ent is the situation if the companies
make an increase in rates on mercantile
or factory risks. Practically every city has
its trade organization, a chamber of com-
merce, or a board of trade, composed of
the leading business men of the city.
Even a small increase in rated on risks
owned by these men makes a great deal
of difference to them, for here values
are large. An increase in rates on risks
owned by these men means opposition

‘—and opposition which counts, for the

organization already exists by which it
can be concentrated. "The influence
which these boards of trades and simi-
lar organizations can have upon legisla-
tion is so powerful that any rating or-
ganization thinks twice before it raises
rates upon mercantile and manufactur-
ing risks.” Then, you see, low rates
regardless of companies may not have
been political, because here is a man
that lives thousands of miles from
Texas that tells us the general rule in
the United States is that insuranece
companies have made rates on dwellings
high, if left to their own sweet wills,
but now when this law is applied a sys-
tem of rating is promulgated and rates
cut down on dwellings and put on that
class of risks, don’t you suppose that
is about the situation fn this State at
this time?

A. Are you gentlemen in favor of
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co-insurance or the premium to be paid
on the 15th of the month? ‘

Q. I am certainly not in favor of the
15th of the month. - )

A. Take 1907, when you gentlemen
know you ecouldn’t sell the greatest
commodity that was ever produced in
the world unless you sold to a shark,
cotton, unless you sold for 7 cents when
it was worth 11 or 12.

Mr. Smith—I want to ask this ques-
tion:

Q. Say--the insurance company re-
quires you to carry 80 per cent insur-
ance, they only have one-fourth of that
insurance, in case you.have a one-half
loss they only have to pay one-eighth
of the amount of insurance, don’t you
think that is an item for reducing your
insurance, that reducing your premium
in one instance, before they pay another
loss, don’t you think that is the reason
for raising the rate?

A. If you dom’t carry but 50 per
cent you will be penalized by the fact
that you have got to pay 333 per cent
over the existing grades, in addition to
that, you don’t get what you were in-
sured for, which has the effect of in-
creasing your rate two or three hun-
dred per cent.

" Q. They take the additional risk?

A. Yes, sir, and you have got to pay
the additional premium.

Mr. Cureton to the witness—Q. I am
handing you here a sheet of paper on
which I have drawn a square, repre-
senting a yard, a cotton yard, in each
corner of that square I have marked five
bales of cotton; in this corner here for
instance I have designated it “A.” I
am simply trying to show you here one
of the things that the Insurance Commit-
tee is confronted with. We will assume
that this is a cotton yard, and in each
corner you have five bales of cotton.
You go to the local insurance man and
say, I want an insurance policy cover-
ing five bales of cotton in the cotton
yard. He says, how many bales have
you got there and you tell him twenty
but that you only want insurance to
cover five bales and he says which five,
and you say, I don’t want it on any
particular five.

Mr. Moller—On the five that burns.

Mr. Cureton—All right, on the five
that burns. He writes you on five bales
of cotton and the five bales in the
corner marked “A” burns, you then col-
lect the two hundred and fifty dollars

insurance, or the value of the five bales..

But suppose instead of it being the cor-
ner marked “A” that burns it is the

opposite corner that burns, then you
collect two hundred and fifty dollars on
that; suppose one of the other burn and
you still collect two hundred and fifty
dollars on that; but suppose it is the
fourth corner that burns and you still
collect the two hundred and fifty dollars
insurance on that; in other words, out
of that five bales that burn you get two
hundred and fifty dollars, yet you have
paid insurance on but five and the com-
pany has carried it on twenty. These
insurance men have put it up to us and
Mlr. Keeble asked me the question; that
is the question put here, how are you
going to solve the co-insurance clause?
Will you assist me how to solve it?
A. In the first place the insurance
clause provides for a lot of cotton here.
I make up the insurance. I don’t know
where the cotton is. If I had got ten
bales of cotton and I insure on six or
over, I take chances on the other after
the six burns. I don’t insure the full
amount. -

Q. What chances have you taken?
A. Why don’t I take a chance on it?
*If the whole bunch burns and I have
only six insured and I have only got
ten bales then I get the insurance on
the six bales and I lose the four bales.

Q. But which ones are going to burn,
the company insures the whole ten?

A. You might come to my store and
T’ll say T have twenty thousand dollars
worth of calico; I’ll simply insure on
thig calico; or I might take insurance
on my third story, where I carry noth-
ing but shirts, and specifically so state
that T only wanted insurance on that.

Q. "As a matter of fact, under the
proposition that I have just made the
insurance company has a risk on the
cotton, twenty bales long; that meas-
ures the risk of the company. It has
got a risk of twenty bales long. It is
true that you only have to pay for but
five, but as a matter of fact they are
carrying a policy on a risk of twenty
bales, their risk is twenty bales long,
on the whole twenty bales, and yet you
are only paying for a risk five bales
long.

A. But it may be stacked all to-
gether or it may be stacked in differ-
ent parts of the yard.

Q. That is immaterial; the policy
covers twenty bales and you are omly
paying on five. v

A. Yes, sir.

Q. Unless you have the co-insurance
clause?

A. But, as stated before, a man don’t
take less insurance—
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‘Q. But. now you can annreciate from

the illustration there the difficulties
which confront this Legislature on the
co-insurance proposition. There is a
situation which you can not explain
and nobody has been able to explain
it to me.

A, I think I did explain the propo-
sition, if a man takes a part insurance,
but not taking full value or more insur-
ance he runs the risk. Besides he then
pays in addition to that by paying ad-
ditional premiums. You give the com-
panies a double proposition on us.

Mr. Moller, to the witness:

Q. If the underwriters on that cot-
ton insist upon having it stxpulated the
situation of their five bales in the yard,
the owner of the cotton would insure
fifteen bales more and pay more pre-
mium?

A. Gentlemen, all I want, and I know
I express the sentiment of at least 90
or 95 per cent of the merchants and
other people, at least of the merchants
of this country, all we want is a fair
deal, and give us what we pay for, and
we want the insurance companies to
have a reasonable rate, and we want it
to be just, both to the company and
to the assured.

Q. But when you and so many other
gentlemen tell us that we should simply
repeal the old law and then go home,
I want to illustrate to you the great
difficulties that are confronting this
Committee; in other words, the prob-
. lem is not a simple one.

A, T don’t see that the insurance
companies ought to ask the Legislature
to legalize them by putting a fixed and
a stipulated rate.

Mr. Scruggs——And I want to say that
the insurance companies are not asking
them to do it.

The* Witness-—But my friend Stacy is.

Mr. Seruggs—He is not the insurance
companies. He is a local agent, and
when we try to control the local agents
on rates it is sorter like you people
trying to control the members of your
Legislature—they differ with you some-
times. (Laughter.)

Mr. Jalonick, to the witness:

Q. You are satisfied with the rate,
I understand. Are you?
© A, Mr. Jalonick, as I said while
ago, it cost me from $500 to—

Q. I understand that; what rate are
you paying now?

A. Our rate was raised from 80 cents
.to $2.21 and reduced to $1.56 by these
changes, and now the rate is 98, T mean

to 98 by these changes, and I think it
will still be six or  eight points off
when we are notified by the city.

Q. You are paying a slightly higher
rate than you did before the law went
into effect?

A. Yes, sir, by making these correc--
tioms.

Q. But haven’t you improved your
property and made it safer at the sug-
gestion of the company?

A. Yes, sir, and I am always willing
to do these things; I have put it up to
the special agents and asked -them if
there is any improvement of physical
condition necessary.

Q. Every improvement that you
made to protect yourself and 1mprove
your property, then the companies re-
duced you jn proportion and thereby
put up a reward for improvements of
the physical condition?

Q. Your only objection to this law
is merely to the  co-insurance clause?

A. Yes, sir, and the fact that they

'require the premiums paid before the

15th of the month.

Q. If this law is repealed and the
companies turned loose with the im-
provements that you have made in your
property, don’t you think that you could
take—how much value have you got
there?

A. About $350,000 worth.

Q. Don’t you think and wouldn’t you
go to some one agent here and tell him
that if he will write all of your insur-
ance and give you a very low cheap
rate that you would give him all of
your business?

A. I don’t believe there is'an agent
in town that would take it; might take
part of it.

Q. Don’t you think there are some
agents that would take a block of as
much as $100,000 worth of it?

A. Possibly so.

Q. You could by giving them as much
as $100,000 at one time get a conces-
sion?

A, Possibly 0.

Q. That is a plan you enjoyed by
turning them loose that you don’t en-
joy now?

A. Yes, sir, that’s a fact. .

Q. Now, you object to the co-insur-
ance clause because it requires you to
carry more insurance?

A. Yes, sir.
Q. If you have a stock of $250,000
worth of goods scattered over two

buildings—I believe in your case they
are cut off’ entlrely—
A. There is an opening there.
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Q. You have got two buildings, one
of them three stories high and the other
one two stories high?

A. Yes, sir.

Q. The probabxhtles are that if a
fire should occur in the two-story build-

“ing on the fifst floor, the fire would be
confined to that floor; you have a good
department here, a ﬁre department, and
the probabilities are that they would
hold it on the first floor?

A, I hope they could.

Q. And the probabilities are that
they would?

A. T hope so.

Q. You want to get your Insurance
so that you would carry—say you have
forty thousand insurance in that room,
or in all five of these compartments—

A. But it is not specified that way.

Q. But you want a policy of say,
fifty thousand, assuming there are five
parts of the two stores, you would like
to get a policy for fifty thousand dol-
lars that would cover a loss on the first
floor of the two-story building, if a
fire should occur there, and then'if a
fire occurred on the third floor that the
fifty thousand dollar policy would leave
this one-story building and float on up
to the other?

A. I want
store.

Q. You want the companies to insure
two hundred and fifty thousand dollars
worth of stuff for the premium on fifty
thousand dollars worth?

A. T am paying you for it; don’t I
pay you an additional premium of 33
1-3 per cent, and ought not you to be
made to pay it by law? Of course, you
cught to, and that is what I am here
contending for, not only for my busi-
ness, for any man. I am not here ask-
ing for an unjust, unreasonable or un-
fair rate that the insurance companies
could not make a profit out of; there
is not an agent in this town that can
say that we ever asked them for that;
we won’t take it that way; we don’t
want the companies to lose any on our
business; if -the rate is too low, give us
a just and reasonable and equitable rate,
and we will pay it. We have been here
for twenty-eight years, and we have never
had a loss; but whenever we have had a
thousand dollar loss and we have paid
our premlums we want them to pay for
it; that is all we ask.

Q. But for this 80 per cent co-insur-
ance clause that you complain of, if that
was knocked out, you could take fifty
thousand dollars insurance and insure

it to cover the whole

two hundred and fifty thousand dollars
‘worth of value with. it?

A. Yes, sir. Now, why didn’t you do
this before. Why come here at this late
day and say that you want an 80 per
cent co-insurance clause and that
you want to make us pay on the 15th of
the month? Your agent might be out of
the city when we want to pay him, and
then because we happened to have a fire
and had not paid the premium you
wouldn’t pay the policy, just because the
agent happened to be out.

Q. So far as the premium payment
is concerned, I think Mr. Hemby will
tell you that the companies did not put
that in their schedule making that pro-
vision, but that they were required to

‘do that by the board, I think, or an

opinion of the Attorney General. I
think if you have any complaint to
make about that you ought to make it
to the Attorney General.

Mr. Scruggs, to the witness:

Q. Mr. Moller asked you if the effect
of regulation was to reduce'fire losses;

! you wouldn’t think that would Justlfy

the regulation?

A. Why should you be regulated
when you know that two million—
haven’t you got a man to ascertain these

! facts?

Q. But he asked you that question.
I want to ask you this question: Did
the regulation bring this schedule into
effect or did the schedule itself operate
to reduce these losses and create this
improvment; was it not the schedule .
rating that did it, rather than the reg-
ulation?

A. Yes, sir, I suppose so.

Q. If you would take the companies
out from under the anti-trust law and
turn them loose, wouldn’t they. fix that
all right?

A. T think so. Everybody would be
satisfied, T think, with the old law.

Q. The companies will penalize the
risks just the same if they allow them
to apply the schedule rating without
any regulation; isn’t that a fact?

A, Possibly so. .

General Stacy—I want to make a
statement. Mr. Eilers and some of
these large insurers have appeared be-
fore you and have seen fit to take it
for granted that I am here in opposi-
tion to them. In the first place, I was
called as a witness and did not.volun-
teer my services. In the second place,
I would like to have it distinctly un-
derstood that I am strictly for my home
people. I want to see that every mer-
chant and everybody else in this fown
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gets the best rate possible, commensurate
with his risk. I am not here to give
any testimony or to make any state-
mentg that would tend to raise their
rates. further than the absolute truth
‘that may be drawn out by these ques-
.tions asked. I want to make this state-
ment, that I am not here in opposi-
tion to anybody; I am not here in op-
position to these people complaining of
their rates. I think some of them ad-
mit that they are now getting a very
slightly increased rate over what they
got before and have not been harmed
much by it. I would like to make it
plain that I am not here fighting Mr.
Eilers and the other home people.

Mr. Eilers—There are very few get-
ting the benefit of this lower rate.

General Stacy—I am not entering in-
to the rate question. I want to offer
a suggestion, however, about the 80 per
cent co-insurance clause; it seems to me
that that has caused a great deal of
dissatisfaction. I think it ought to be
put in as a credit instead of as a debit.
That all of these rates ought to have
been based on the policy without any
co-insurance clause, and the schedules

provided if a man accepts 80 per cent

co-insurance clause that he shall have a
" reduced rate. If the merchants take it
they will get a lower rate. I think that
is the remedy for the situation, and I
think everybody would be satisfied. If
Mr. Eilers wants to carry 80 per cent
on his stock, then he ought  to have a
little reduction of rate for that reason.
If he is not willing to do so, the rate
ought to be based without any classes.

Mr. Reedy—I would like to ask Gen-
eral Stacy a question.

Q. Wasn’t this 80 per cent clause put
in there as a mystifying element in the
contract?

A. Idon’t think so, sir. I think it was
put in there with the intention of put-
.ting the rates on an equality, based
on a certain amount of insurance being
carried; but I think it was not diplo-
matically used; that is all.

Q. Tsn’t that the effect of it; isn’t
it put in there in such a way that
really nobody except those who put it in
there understands its effect?

A. T am sure that a large majority
of the insurers don’t understand its
effect. I think it is by far preferable

to put it in as a credit instead of as a

charge.
George Mendell, Jr., appeared before

the committee and requested to make’

the ifollowing statement, but was not
sworn:

Mr. Mendell—I am attorney for the
Retail Merchants’ Association of Texas,
and in their State convention they
passed a resolution overwhelminglv—
there was four votes against it—
of commending the Governor for his
action in calling the Legislature to-
gether and to repeal the present law;
that is, the law under which we are
now operating; I just wanted to get
that statement.in; that the Retail Mer-
chants’ Association of Texas are in favor
of repéaling the present insurance law.

Mr. Cureton—I did mnot hear the
statement of Mr. Mendell.

Mr. Mendell—I just wanted to make
the statement showing what the action
of the Retail Merchants’ Association was
in reference to the insurance law.

Q. (By Mr. Jalonick)—I would like
to ask you if the retail merchants are
composed of the retail merchants of the
large cities; that is, the association
largely?

A. All over the State.

Q. Aren’t they—most of the organ-
izations—the strornorest is in the larg-
est cities?

A. Well, T would say yes.

The Chairman—You have mnot been
sworn; are you testifying?

Witness—No, sir. I am making a
statement, but if it is necessary to be
sworn I would not hesitate to be sworn.
I think that in the larger cities, that
of course, there are more perhaps than
there would be in smaller places?

Q. TIs there a Retail Merchants’ As-
sociation at Hutto?

A. No, sir.

Q. Is there a Retail Merchants’ As-
sociation in any town in Travis county
except Austin? .

A. No, sir.

Q. Then, as a matter of fact, Mr.
Mendell, the Retail Merchants’ Asso-
ciation that you represent are the retail
merchants of the larger cities of Texas?

A. Well now you take Temple, Cor-
sicana, Waxahachie, Teague—there is

one at Teague—and one at Hubbard

Clty they are not metropolitan cities.
Q. How many towns are there that
have Retail Merchants’ Associations?

A. One hundred and five.

Q. And there are about six hundred
towns in the State?

A. Yes, sitr. T expect there are more
than that.

Q. Sixteen hundred towns  in the
State I am informed; and how many
do you say there were?

A. One hundred and five,
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Q. And that is practically the larg-
est cities in Texas?

A. Well, I don’t know whether you
say that or not.

Q. But it is a fact, whether I say
it or not?

A, No, sir; it is not a fact.

Q. That the association—in all the
large cities there are Retail Merchants’
Associations?

A. Yes, sir; in all the large cities.

Q. And that .in fifteen hundred of
the smallér cities, there are no Retail
Merchants’ Associations?

A. No, but I think there will be in
the course of a year. v

Q. How old is this association?

A. About four years old.

Q. And perhaps—in four years there
are one hundred, and in sixty years,
they will all come in?

A. Well, the committee is able to
calculate that. '

Q. Isn’t it a matter of fact that
these retail merchants are in a sort of
a. friendly combine to give each other
the benefit of the information of what-
ever character, whereas, if they were
to get a lower rate from an insurance
agent, that they would go tell the other
members of the association?

A. They might be on the same
friendly basis that the insurance com-
panies are.

T. J. Holbrook, appearing before the
committee and being first duly sworn,
testified as follows:

Mr. Holbrook—Mr. Chairman and
gentlemen of the committee, we, of Gal-
veston, are probably in the same condi-
tion as many other citizens of this
State; some of the leading business in-
terests there, reading of the proceed-
ings of this committee concluded on yes-
terday that it would not be out of
place to send some one to appear before
this committee to make their respective
complaints in regard to the working of
the new law in their loeality. And I
am here to represent, specifically, Mis-
trot Brothers & Co., Robert I. Cohen,
E. 8. Levy & Co., Galveston Hardware
Company -and the Galveston Brewery.
These are the firms from whom I ob-
tained analysis of the rates—the new
rates, and they are the ones for whom
I am to enter the complaint acainst the
workings of the law. Aside from this,
I canvassed our town and visited some
thirty or forty of the principal business
houses and T found, without variance,
that the rates have been changed ma-
terially from the old rates that we
found used to be paid; most of them

from one hundred per cent upwards.
Before going into the matter further, I
will take up the analysis for the vari-
oug firms. Take Robert I. Cohen who
has a large furniture stock; he carries

$75,000 insurance on his stock. His
old rate was. $1.25; his new rite,
$2.33.

Mr. Cureton—Pardon me, Mr. Hol-
brook; take the Cohen rate there; can
you give us the analysis?

A. Yes,.sir; I have it here.

Q. (By Mr. Cureton)—Well, give it
‘here?

A. Read it off?

Q. Yes, sir.

A. Well, it has unoccupied rates
here; I don’t know just what you want;
you want read off; $1.68 under that
heading. Classification of building, B,
25 cents; key rate, 40 cents, within 500
feet of public fire hydrant; in block,
10 cents.

Q. That means 500 feet between the
fire hydrants?

A. Yes, sir. Number of occupants, 2,
15; area, 10,098 square feet, 7 cents;
deficient thickness of walls, 7 cents;
grade floor partitions, 2 cents; plate
glass front, ornamental front, 1 cent;
deficient parapets, 3 cents; cockloft or
concealed space, 1 cent; metal cornmice,
3 cents; one awning, 5 cents; wood
floors less than two inches thick, two of
them, 1 cent each, 2 cents; ceilings, not
standard, two, at 1 cent each, 2 cents;
four floor opénings, 20 cents; skylights,
not standard, 'five, 13 cents; heating,
other than steam or hot water, 2 cents;
motor, 10 cents; that makes a total of
$1.68; then the occupancy, that is 30
cents; that makes $1.98, and then the
exposure charges 15 cents; and then the
exceptional charges for rubbish and un-
tidiness, 5 cents.

Q. That rubbish and untidiness can -
be rubbed out?

A. Tt is the cleanest store in the-
city; there are a good many of these
things I will come to later; they are
false; they do not exist.

Q. If these do not exist, then in
any law that we might pass—

A. T understand—that is not mate-
rial I don’t think.

Q. In any of these that where the
insurer differs with the insurance com-
panies’ representatives as tvo , existence

.of grounds charges, in any law which

we might pass, there ought to be a pro-
vision made, according to the provision
in the interstate commerce law, so that
the insured may file his petition and
affidavit with the board here and have
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that adjusted between the insured and
the insurance company?

A. Yes, sir. .

Q. As to the existence
grounds for these charges?
" A. Yes, gir; that is correct.

(. That ought to be 'done?

A. TFloors treated with oil, 5 cents;
heating devices, unsafe, stovepipe too
close to the wood, 5 cents; volatiles,
gasoline, 1 gallon, 5 cents; that is in
an adjoining drug store; total 20_cents;
whieh, added to the other charges, makes
a total of $2.33. Do you want me to
go through each one of these analyses?

Q. What are -the credit charges
there; any credit charges?

A. No, sir; not set down here; well
there is 20 cents, is the total credit.

Q. What are the items of credit?

A. T just read them. One is untidi-
ness and the other is floors treated with
oil and stovepipe too close to the wood;

and another one is—rear, frame build-
ing in block, 19 cents; now that is an-
other item that is false; 15 cents frame
building in the block; there is none in
the block.. Now, with reference to our
own insurance; Mistrot Brothers & Co.,
I represent them particularly. Our old
rate was $1.08; our rtew rate is $3.06;
that is on $761,900.
" Q. What are the items which go to
maKe uo that new rate? '

A. Must T read them exactly as I
did the other? Our rates are, classifi-
.cation of building, 25 cents; key rate,
40 cents; hydrant in block, 10 cents;
number of occupants, two, 15 cents;
they have us charged with another
building; floor space, 25,448 square feet,
10 cents; deficient parapets, 1 cent;
concealed space, 1 cent; metal cornice,
3 cents; awning, 10 cents: wood floors
" less than two inches, three, 3 cents;
- eeilings, - not standard, 3 cents; floor
. openings, twelve, 25 cents; skylight, not
standard, 5 cents.

Q. What are the openings?

A. TFloor openings; spaces, that is,
elevator openings to the store. Heating,
other than steam or hot water, 2 cents;
motor power, 10 cents; that is a total
of $1.55; and the exceptional charges

of these

are as given, broken plaster, 5 cents;-

ash and waste and oil waste recep-
tacles, 5 cents; heating devices unsafe,
5 cents; accumulation of empty barrels
and boxes, 25 cents.

Q. That accumulation of empty bar-
rels and boxes, that is a charge which
eould be removed?

A. It has been removed since; gaso-
line, 25 cents; that is in a store next

to ours; they have got that 25 cents;
total, 65 cents.

Q. That could be removed?

A. It has been removed. Exposure
charges, there is 47 cents; total, $3.06.
Now, in addition to that $761,900 we
carry $340,000 on branch stores, for
which we have not received any specific
schedules, located in small interior
towns. T have been informed by man-
agers of these concerns that there had
been a substantial raise. I haven’t that
at hand; practically two hundred per
cent raise on our stock there. The old
rate is—we have $310,750 on that red
rider proposition; that is, policies writ-
ten since January 1, 1910. The cost of
that was $3378.80 under the old rate;

- under the new rate they want $9,477.89;

that is the red rider bugaboo propo-
sition. I don’t know when they are
going to get that.

Q. Mr. Smith suggests the question
as to whether all that insurance has
been written by ome office, in Galveston,
or writtfen by the various local agents?

A. We carry all our insurance with
the local firms there in Galveston.

Q. Or wherever the property may be
located, it is written by the loecal firms
in Galveston?

A, Yes, sir; we don’t carry any outside
of the State. I will take that back, we
have one policy in some mutual Kansas
City firm, I think, for $5000. That has
been taken lately, but we have not here-
tofore. ’

Q. Now, the E. 8. Levy & Co.; |
they have .$80,000 on their stoeck.
They are gents’ furnishing goods peo-
ple; their old rate was $1.07 7-8; new
rate, $2.71. The Galveston Hardware
Company, of which I am secretary and
treasurer, ecarry $50,000 insurance;
their old rate was $1; new rate, $1.71.
That is the lowest I have found on any
building of any importance or any stock,
I mean of any importance, raised from
$L to $1.71. Now here is a statement
from Clarke & Courts, a firm of sta-
tioners and bookbinders there. We had
thought we would get just a few of the
representative firms to show this com-
mittee just how it was working among
the interests uniformly and I went over
and had a talk with Mr. Courts, presi-
dent of the firm, and he said to me, I
am through with this proposition; I
don’t care to talk about it any more.
He says—to wuse his expression—they
can go to hell so far as I am concerned.
I asked him what he was doing or what
he had dome, and he said he was carry-
ing his insurance with Wildon & Han-
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cock of New York, and I asked him for
a statement of his insurance, and he
said he had carried $200,000 insurance:
they have a sprinkler, and their old
rate was 70 cents and their new rate
is $3.63, with the sprinkler system.

Q. They are the stationers and book-
binders?

A. Yes, sir.

Q. There is always a great amount
of waste—

A. Their building is as absolutely
fireproof as it is possible for any build-
ing to be.

Q. The waste is there?

A. T don’t know; it is a mighty
clean establishment.

Q. As a matter of fact, you know—

‘A, Oh yes, sir; there is some waste
paper.

Q. You know that a stationery estab-
lishment is a_very dangerous proposi-
tion?

A. Yes, sir.

Q. Don’t you think that 70 cents is
too low?

A. I will answer that question by
saying that they are getting their in-
surance for 50 cents; and will get it at
30 cents; that is lower than 70 cents.

Q. That is like the party who will
order paper from Sears, Roebuck & Co.

A. Those people are just as good for
one million dollars as they are for one
hundred—Wildon & Hanecock.

Q. Of course, I understand they are
all right, but T am just speaking of the
business principle of the firm. ,

A. You must remember that firms
don’t do business on sentiment nowa-
days; there may have been a time
when they did that, but they have quit
that,. .

Q. The doctrine of the people where
1 live is preached that we should not
buy goods from Sears, Roebuck & Com-
pany.

A. We don’t care. They can buy
from Sears-Roebuck if they want to.
That is largely a business principle
nowadays, too. As I stated, Mr. Courts
is letting his insurance expire as it
comes along, and is taking out new
insurance with these New York firms.
He has been dealing with them some
for several years; he has got his rate
at 50 cents, and will get it at 30. I
saw the statement, and had the state-
ment from Wildon and Hancock to that
effect. Now, then, for the Galveston
Brewery, I will read you this state-
ment, which states their condition very
clearly.

Q. With reference

to Hancock &

Company, who are carrying this insur-
ance for these people, of course, youw
understand that their business is in
New York, and that they don’t have to
give the Texas representalives 35 per
cent of the money— '

A. We understand that.

Q. And don’t have to pay any taxes?

A. I understand, but looking at it
from a cold-blooded business proposi-
tion, it is money to Clarke & Courts to
take insurance from them, .

Q. According to the risk, that seems
to throw no light to wus, because they
are not having any expense bill onm
this business here, while we have to
take into consideration the expense bill
of the companies that do business with
us.

(The witness read a statement to the
Committee, the tenor of which was as
follows: That Mr. Jalonick’s state-
ment before the Senate Committee that
with the 15 per cent reduction about
the same rate would be collected as last
year was far from true, and if the
statement was made as applying to
special hazard risks could have beemr -
made for no other purpose than to mis-
lead, showing an increase in the special
rates of the particular company to be
$1.53 or 163 per cent more than the rate
of 1909; that it was true that a re-
duced rate could be obtained by mak-
ing certain changes which would neces-
sitate the expenditure of sums of money
in so changing; that companies outside
of Texas were more than willing to
write Texas business at the same rates
as they had been writing it for many
years. The buildings referred to in the
statement are protected by four open
streets, 70 feet wide on one side and
80 on the other, with a 18 foot sidewalk
on each side.)

(Mr. Cureton—If they are- over 60
feet wide it has been admitted that the
rate for the exposure charges is incor-
rect, and the insurance companies when
they go back in business will correct
that.)

(Witness resumed reading the state-
ment: The company offered to write
policies at the rate of 80 cents, when
under the new rate a rate of $2.42 is
asked; that it was wonderfully strange
that fire insurance companies that have
been doing business in Texas for many
years suddenly discover that they are
doing business at a loss and that the
rates were entirely too low; that in-
surance companies probably had not
paid $30,000 fire losses on breweries in
Texas in the last 30 years, and that
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the rates under the new law are un-
reasonable and almost confiscatory, with
the expression that it was wished that
the Legislature would repeal the law,
ete.)

The witness stated, after reading the
statement: )

That shows their regard to it, and
that about expresses the idea of that
house and of these other houses that I
" represent, and all other interests there.

In regard to the proposition as to
what would be the best course to take
and the improvements as to bettering the
present law, I am wholly at a loss to
suggest anything at this time which
would be beneficial because the further
we go into this the bigger mess we get
into, because it is a science that it
takes years to solve, and no one but the
insurance companies know about these
things. We simply know we are being
charged too much for insurance, just
like you know that, if this Legislature
should raise your taxes 200 per cent in
one year, you would be paying too much
for your taxes, and I know that for the
20 years that I have been in business
they have been running over themselves
to get our business at a uniform rate
of about one and one-half per cent and
that ought to be primary evidence that
3 per cent or $3 on a hundred is entirely
too much and unwarranted. We think
the law ought to be repealed, and if
this Committee can not arrive at any
way which would give the insurer and
the insurance companies justice to
leave it alone until the mnext Legisla-
ture convenes or at some other time
when they would have time to study
out a law that would be just,

Q. Thé companies under the law that
is put on the statute books, and I am
not saying that it was a wise thing
to put it there at all, but it was put
there, under that law the companies
were permitted to go and form a Kkind
of combination or trust—

A. Trust, that’s what it is.

Q. Or otherwise, in violation of the
law, and they were permitted to legally
form after they had done this the com-
-panies themselves issued what they call
the “general basis schedules?”

A. Yes, sir.

Q. Now, after they had gone to-
gether and made that schedule they
then employed Mr. Roulet as actuary
to apply the general basis schedule to

" the specific risks of the Statt. Now,
that has been done. Do you think that
if we were to repeal the present law and
turn the companies loose after they had

. risks in this State.

formed this legal combination, a legal
trust, that they would voluntarily
abandon the rates which had cost them
so much to make and which they had
been permitted to make under a legal
combination?

A. They seem to advance the idea
that they would knife us, but it seems
to me like we have anti-trust laws in
this State and other laws sufficient to
compel them to be reasonable in their
rates without this insurance law.

Q. They are not cdmmon carriers—
A. T know that they have no uni-
form rate outside of the law.

Q. You understand, of course, if we
abandon the law, we lose all control of
the rate; we have authority to leave
the law as it is, to make a new one and
to control the rate; the question is, do
you think the insurance companies would
get up voluntarily, destroy a combina-
tion which they have been permitted to
form legally—you understand that they
can not be prosecuted for forming a
combination that they formed legally?

A. Then you assume that they
formed this law and made it?

Q. No, I assume that they formed
the combination under the law made;
as to whether they made it or not, I
don’t know. They say they did not;
some say they did; I don’t know.

A. I notice you read an excerpt on
insurance by some student in Yale Uni-
versity which expresses the situation in
this State today with regard to resi-
dences and business risks, but I some-
times doubt that they do not have any
ulterior motives in view when they did
that, because the residence risks, the
consequent lower rates that they made
has no comportability to the business
I have shown you
two or three million dollars worth of
insurance in a small space, on insur-
ance risks that have been raised two
or three hundred per cent. I dare say
that increases which have been men-
tioned here besides all on these business
risks in that city will more than off-
set the reduced rates in dollars and
cents. You see when insurance com-
panies ruake these rates and lower them
on residences, it has benefited a greafer
number of people in this State, but the
great wealth of this State is taken away
without any cause whatever, as far as I
can see and without any help; we séem
to be perfectly helpless, parti¢ularly
with reference to the law as it stands.

Q. Your idea is that in all prob-
ability, the general basis schedules are
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too high.and ought to be reduced in
order, to cut down its insurance?

A. Yes, sir.

Q. I wunderstand that the general
basis schedules have not been correctly
applied, assuming that the schedules
were correct and proper.

A. Yes, sir.

Q. That the general basis schedules
‘were too high to begin with.

A. Entirely too high.

Q. Entirely incorrect in some re-
spects? .

A. Yes, sir.

Q. Mr. Stacy suggests that you did
not think that arbitrary charges which
" consist of elements of your specified
rate there are too high; he suggests
that, analysis of the rate item by item,
rather too high.

A. In all probability they are, a
_ great many of them. Now, it is true
that they suggested to us that if ye
do this, that and the other, we might
reduce our rates, which we are doing.

Q. This firm in New York, that you
have just testified about, “Wildon and-—

A. Wildon and Hancock. Austin F.
.Hancock is an Austin man.

Q." Do you know whether or not that
firm, after taking your insurance, turns
it in to an old line company?

A. I am not certain that they do.
I am not sure that they do. They
may be brokers, you understand.

Q. Is there any way to find out this,
whether that is a fact or not?

A, Yes, sir, I could. I can’t answer
the questxon now,

Q. Could you find it out for us to-
day? .

A. Yes, sir; I will try to.

Q. And find out the names of the
companies that are insuring up there
and do business in Texas?

A. . Yes, sir.

Q. Mr. Stepter desires me to ask you
if the special charges made there in that
analysis of the rate have ever been re-
turned- to you after the premises were
cleaned up and the gasoline removed and
things of that sort?

A, We have not had any money re-
funded to us except on one little resi-
dence property, I think $2.40.

Q. (By Mr. Terrell.) What was the
premium on that residence?

A. 1 don’t know; that is something
that is out of my jurisdiction. I have
nothing to do with it.

Q. Do you know what the full value
of the residence is?

A. About $10,000. Here is a letter
from Samuels, Cornwall & Stevens, fire

I have a letter here——A

insurance brokers, 84 Williams street,
New York: “We are in receipt of your
kind favor of the 3lst ult, and in ac-
cordance therewith are enclosing you let-
ter from Messrs. Samuels, Cornwall &
Stevens, fire insurance brokers, of 84
William Street, New York City, in

which you will note that they offer to
write our insurance at 80c¢c in such
companies as the Globe & Rutgers,
Stuyvesant, Nassau, Pacific, Peter Coop- "
er, all of New York, the American of-
Pennsylvania, and in fact. all companies
of unquestioned standing, legally admit-
ted to do business in the State of New
York, as well as the majority of States
in the Union. You will note that Messrs.
Samuels, Cornwall & Stevens also state

that they have been making a specialty
of oil mill and other classes of insur-
ance in Texas for many years, and have
paid out hundreds of thousands of dol-
lars for these companies, without the
least friction, and with the utmost
pomptness, and you will also note the
references they give, among which are
two well known concerns doing business
in Houston—the Industrial Cotton Oil
Company and Hubbel, Slack & Co.—and
it should be an easy matter to verify
their statements. The only insurance
we now carry outside the State is a
policy for $10,000 in the National Brew-
ers’ Assoriation of Chicago, Ill., whose
rate is 93 56-100 cents, and they have
repeatedly solicited us to allow them to
write a $50,000 policy on our plant.
The same is true of the Brewers’ Ex-
change of Kansas City, and we have no
hesitancy in saying that each of these
companies will write $50,000 on our
plant, which is their maximum on any
one plant. We are enclosing you also
letter from M. F. Yelton of Fort Worth, -
Texas, dated April 25, 1910, which is

self-explanatory, and which may be of
some, use to you. If there is any fur-
ther information that we are able to
give you, kindly command. us. Please
return the two enclosed letters after
they have served your purpose.”

Q. (By Mr. Scruggs.) Yon state
some of the gentlemen were getting
their business at very much less than
they were getting it from State com-
panies?

A. They are getting it.

Q. What is their grievance?

A. None at all. T am just showing
you men where they are going; they
are leaving the State, and we will have :
to do the same thmg They are will-
ing to give the home man the prefer-
ence. Galveston has probably insured
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every nickel of theirs T know, heretofore,
with the home companies.

Q. If they get as much lower ratel

as you said, they can then give the
home men the preference of the busi-
ness and still save money?

A. They have not accepted this

$50,000 insurance; they want this law
repealed and get back to open business
where they can.
- Q. They want to make the companies
in the State make the same rate as
those who don’t pay any taxes, is that
right?

A, Well, these firms are specific in-
stances; there are hundreds of firms

that are not here to make their com- |

plaints, and thousands of them in this
State in the same condition. T was

here at this meeting in June, and I was |

asked the question if we didn’t enjoy
the privileges of some rebates from
some companies, and I want to say we
never have; we bhave taken the large
end just like the little five hundred dol-
lar merchants and thousand dollar mer-
chants. I know these facts because 1
made the investigation to find out what
the rates were there. In some instances
we are paying more than the small

merchant; the average rate 'in that
town has been $1.
Q. (By Mr. Jalonick.) Now, you

say this red rider increased your pre-
miums very materially—six thousand
dollars, wasn’t it?

A. Something like that.

Q. Did you state you were going to
pay it or were not going to pay it?

A, T said we would pay it, if we
were made to.

Q. Are you- no§j going to contest
that?

A, Ye, sir, contest it in the courts.

Q. Our companies may not collect
that six thousand dollars, but collect
whatever rate you made on your prop-
erty when you, if inclined to do it,
made improvements.

A. Probably I can’t tell what the
courts will do about it.

Q. I will ask you about the Mistrot |

property; it faces on Twenty-third
street, half a block, does it not?

A. Yes, sir.

Q. And on Mechanic street, very near
another half block?

A. Yes, sir; about three-quarters of
a block on Mechanic,

Q. Now, what was your rate form-
erly?

A. $1.08; that is,
you describe in here.

on the building

Mr. Jalonick:

Q.. What was the rate on the one
and what was the rate on the ather?

A. About the same. .

Q. About $1.08 on one and about the
same on the other?

A, Yes, sir.

Q. How long have you been paying
that rate of $1.08?

A. TFor several years,

Q. At one time didn’t you pay $1.40
and put in a sprinkler equipment?

A, I haven’t been there with the
company but two or three years.

Q. This printing press—there is a
printing press back there on Mechanic
street front?

A. That is the one I have reference
to.

Q. When was that put in there?

A. That was in there when I went

 to Galveston, two years ago.

Q. TIs it not a fact or do you know
that since the rate of $1.08 is made that

.the printing press was put in there?

A, That thing was in there when
that rate was in existence.

Q. Wasn’t the rate in existence be-
fore the printing press was put in
there?

A. T am not certain about that.

Q. For your information I will say
that it was. I am pretty sure that it
was, Am I not right? (Some one

answered, yes, sir.) That risk was in-
creased; the hazard of that property was
increased by reason of that printing
press being put in there since the rate
of $1.08 was made. As a reasonable
proposition, do you think or do you
not think that the companies are en-
titled to a higher rate than $1.08; do
you think or do you mnot think that
the companies were “entitled to a hlgher
rate after that printing press was in-
stalled?

A. T don’t think they ought to col-
lect a higher rate.

Q. You do not think that would in-
crease the hazard?

A. It probably did, I am ‘not con-
versant with that. .

Q. Mr. Holbrook, when ' the inspec-
tors were in Galveston, either recently
or since this rate of 3 per cent was
made, did not they tell you that if you
would brick up the four windows—we
did do that; they did tell us and we

' did that?

Q. And if you would put a door—a
fire door separating the several doors;
separating Mechanic street front and
the front end of Twenty-third street,
that you could get a rate of $1.40 on
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Twenty-third street and $1.55 on Me-
chanic street? |

A. Approximately, I think so. That
is not all they wanted us to do. They
wanted us to fix up the stairways and
the openings and said that all of those
conveniences combined would bring it
down about that way.

Q. These improvements would make
that ?

A, Yes, sir. .

Q. These improvements, you agreed,
would improve your risks?

A. We made these improvements.

Q. Your risk is safer than it was
before?

A. T suppose our rates are the same;
I have not heard anybody say anything
about them.

Q. If they would give you a rate of
$1.40 and $1.55 with a reduction of 25
per cent—we will first put it on an
average; we will say with the average
of $1.47; now with the board’s reduec-
tion of 25 per cent you would enjoy a
rate of $1.137

A. With these improvements
made it ought to be lower than $1.08.

Q. You admit that by reason of the
printing press being in there that the
hazard had been increased?

A. No, sir; I said probably.

Q. That it was more hazardous; your
information is that on account of this
printing outfit being in there that it
was more hazardous? ‘

A. You might raise it one or two
cents.

Q. T asked you if it increased the
hazard? ‘ .

A. It might nominally.

Q. The hazard was increased some.

A. Not worth while to mention it.

Q. The companies consider that
printing press increase the rate of your
property about 50 per cent?

A. Why didn’t they put it.down
there and charge us with it?

Q.. Because before January 1, 1910,
there was no device whereby they could
make any rates at all. They didn’t
know for instance, some of them didn’t
know that there was a printing press
in the rear end of your building. They
did not know that there was a print-
ing press in the rear end of your build-
~ing and communicating with it. I
operate two or three companies and for
your information I will say that I did
not know it and had I known it I
would not have written you at a dollar
rate. That’'s how I regard the print-
ing g)ress hazard as against your judg-
ment,

we

A.- But all this talk about reduction
dozs not reduce our rates. We are pay-
ing iust the same. You might sit up
here and talk for weeks and it would
not change matters.

Q. But your rate is $1.13 and you
told the board that your rate was only
$1.08, and it is now three per cent; and
I want to show by your own evidence—

A. You are not showing anything by
my evidence, you are simply showing by
this schedule and by what you state.
yourself. I don’t know whether it
would be that or not. We haven’t had
any suggestion along that line. 1
haven’t had anything to show that yet.
We made the improvements and they
haven’t said anything about it to wus.
It has not been done, that is a faect.

Q. The fact remains, however, that
instead of your rate being three per
cent, as against $1.08 your rate will

' approximately be $1.137

A. I do not know.

Q. For your information, I will say
that it will. I want to develop the
fact that instead of a comparison of
$1.08 and three per cent, that com-
parison is $1.08 and approximately
$1.13. You read the letter from Corn-
wall & Stephens and saw that what
their recommendation was in reference
to the oil company of Houston. Do you
know that Mr. Cornwall was the presi-
dent of the Industrial Oil Company?

A, No, sir. T might sav for your
information that the president of our
company is also a president of an in-
surance company. All big business men
are connected with different things.
That has mo bearing on this question,
though. For your information, I will
say that we are stockholders in insur-
ance companies. , .

Q. At the same time, if I had known
of the printing press being connected
with your building there I would not
have written it at $1.08, because I don’t
think the rate covers the hazard?

A. T see.

Mr. Cureton—I have here some com-
munication in the shape of telegrams
and letters that I wish to read for the
information of the committee:

(Telegram.)

Comanche, Texas, August 3, 1910.

Hon. J. 8. Baker, House of Represent-
. atives, Austin, Texas:

We urge .the immediate repeal of the
present fire insurance law and -that the
Legislature take no further action in
reference to fire insurance rate. Prac-
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tically every mercantile risk in Co Glover Building—Old rate, $1.25.
manche has been largely increased. Contents, $1.25.

Signed—J. R. Evans & Company,| Glover Building—New rate, $5.31.
Higginbotham Bros. & Co., Bonner Land | Contents, $4.55.
& Abstract Co., Neely, Harris, Cunning- State Bank—Old rate, 90 cents. Con-
ham & Co., Martin Company, The Burks- | tents, $1.00.
Simmons Comanche Mercantile Com- State Bank—New rate, $2.60, Con-
pany. tents, $2.08.

(Letter.)

Houston, Texas, Auérust 2, 1910.
Gentlemen:

Permit us to protest against the
present State fire and insurance laws,
and request full and immediate re-
peal of same, letting the companies take
business at their old rates. They have
advanced our rates from $1.25 to $3.58,
and one risk of the writers from 5 per
cent to 12 per cent. The raise in rate
hurts small merchants fearfully. Give
us release.

Yours truly,
E. T. BAIDEN,
Manager.

To the House Committee on Fire In-
surance Laws.
’ (Letter.)

San Marcds, Texas, August 2, 1910.

Mr. Daniel Watson, Austin, Texas.

Dear Sir: In reply to yours of 1st
inst., T will state that T have tried to
secure the information asked for, and 1
hope that it will be of some service to
vou. You will notice that I have taken
buildings on each side of the publie
square, as you asked me for business
risks. s '

Johnson Building—Old
Contents, $1.00

Johnson Building—New rate, $5.04.
Contents, $4.17.

J. R. Porter Building—01d rate, $1.00,
Contents, $1.00.

J. R. Porter Building—New
$3.90. Contents, $3.16.

Keeton’s Building—Old rate, $1.25.
Contents, $1.25. .

Keeton’s Building—New rate, $5.50.
Contents, $4.49.

rate, $1.00.

rate,

Green’s Corner—Old rate, $1.00.
Contents, $1.25.

Green’s Corner—New rate, $5.13.
Contents, $4.23.

Shultz Building—O0ld rate, $1.00.
Contents, $1.25.

Shultz Building—New rate, $4.11.

Contents, $5.28.

‘Bass Building—O0ld rate, $1.25. Con-
tents, $1.25.

Bass  Building—New
Contents, $6.69,

rate, $7.48.

The increase on residence propertv is
from 20 per cent to 50 per cent. From
the best information: 1 can get the in-
surance companies have been collecting
in premiums under the. old rates from
thirty to thirty-five thousand dollars
annually in our city and the fire loss
has been less than one-half of that
amount. TFire loss last year was about
$15,000, which includes the cold stor-
age loss, which is the lnrgest fire we
ever had except the courthouse.

The Southern Underwriters, San An-
tonio, offer to write high class business
risks for 30 per cent less than the new
rates and except to refund from 20 to
30 per cent of the premium paid and
they claim that they have never re-
funded less than 20 per cent of the
premiums paid on old rates and they
wrote business at the old rates or at
the same rates that the old line com-
panies did before the new rates went
into effect. If there js any other in-
formation I ean give you, please ad-
vise me,

Yours truly,
J. R. PORTER.

C. B. Roulette, being duly sworn as a
witness and examined by Mr. Cureton,
testified as follows:

Question. Where do you reside?

Answer. At Dallas, Texas.

Q. What is your business or occu-
pation? -

A. Fire Insurance Actuary.

Q. How long have you been engaged
in the insurance business?

A. Ten years; about ten.

Q. What particular line of business
have you been conducting in Texas for
the last several months?

A. Actuary.

Q. For whom?

A. For various fire insurance com-
panies, with whom I have a contract for
service.

Q. How many companies have you
been serving?

A. About 108 companies.

Mr. Lee, to the witness:

Q. Is that the list 'of companies
there that you represent? I think it
would be well, possibly, to put that into
the record. And may I ask another

! question in this connection? Are you
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the duly authorized agent in Texas of
these various companies?

A. No, sir; not at Aa,ll
individual contract.

Q. You have an individual contract
with each of these companies?

A. TFor certain services.

Q. In other words, you represent
these companies in Texas in the par-
ticular business you are engaged in?

A. I am not authorized to’ repre-
sent them all. My contract simply in-
cludes the application of the general
basis schedule to the individual fire
risk.

Q. What you mean is, these particu-
lar companies that are named here, you
are authorized to represent them ~ in
Texas in certain capacities, you have a
contract ‘with each individual company?

A. - Yes, sir.

Q. To represent ‘them in Texas on
this particular kind of business?

A. No representation in the contract
at all, Mr. Lee.

Q. You would have to have if you
are authorized to do anything for them
—well, that’s all right.

Mr. Cureton—I will develop the na-
ture of his contract with them as the
examination proceeds.

The Committee ordered copied in -the
record the following named insurance
companjes which the witness said he
had a contract with as Actuary:

Aachen & Munich Fire Insurance
Company.

Aetna Fire Insurance Company.

Agricultural Insurance Company.

Alliance Insurance Company.

American Central Insurance
pany.

American Insurance Company.

American Underwriters’ Agency.

Atlas Assurance Company, Limited.

Austin Fire Insurance Company.

Boston Insurance Company.

British America Assurance Company.

Caledonian Insurance Company.

Camden Fire Insurance Association.

Citizens’ Insurance Company.

City of New York Insurance Com-
pany.

Concordia Fire Insurance Company.

Continental Insurance Company.

Connecticut Fire Insurance Company.

I have an

Com-

Commercial Union Assurance Com-
pany, Limited. '
Commercial TUnion Fire Insurance
Company.

Commonwealth Fire Insurance Com-
pany of Texas,

Commonwealth Insurance
(New York).

Company

Delaware Insurance Company.

Detroit Fire and Marine Insurance
Company.

Dutchess Fire Insurance Company.

Equitable Fire and Marine Insurance
Company.

Farmers
Company.

Freeholders Insurance Company.

Fidelity Fire Insurance Company.

Fire Association of Philadelphia.

Fireman’s Fund Insurance Company.

Firemen’s Insurance Company.

Georgia Home Insurance Company.

German Alliance Insurance Company.

German American Insurance Com-
pany (New York).

German American Insurance Com-
pany (Pittsburg).

Germania, Fire Insurance Company.

Girrard Fire and Marine Insurance
Company.

Glens Falls Insuranee Company.

Globe and Rutgers Fire Insurance
Company.

Hamberg-Bremen Fire Insurance Com-
pany.

Hanover Fire Insurance Company.

Hartford Fire Insurance Company.

Home Insurance Company.

Insurance Company of North America.

and Merchants Insurance

International Fire Insurance Com-
pany.

Insurance Company of the State of
Pennsylvania.

Liverpool and London and Globe In-
surance Company (New York).

Liverpool and London and Globe In-
surance Company (England).

London Assurance Corporation,

London and Lancashire Fire Insur-
ance Company.

Mechanics and Traders Insurance Com-
pany.

Mercantile Fire and Marine Insur-
ance Company.

Merchants and Planters Insurance
Company.

Michigan Commercial Insurance Com-
pany. :

Michigan Fire ﬁnd Marine Insurance
Company.

Milwaukee Mechamcs Insurance Com-
bany.

Monongahela TFire Insurance Com-
pany. .

National Fire Insurance Company.

National Lumber Insurance Company.

National Union Fire Insurance Com-
pany.

New Brunswick Fire Insurance Com-
pany.

New Hampshire Fire Insurance Com-
pany.
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New  York Underwriters’ Agency. Western Insurance Company.
Nlagara, Fire ‘Insurance Company. Williamsburg City Fire Insurance

North British and Mercantile Insur-
ance Company of New York,

North British and Mercantile Insur-
ance Company of England.

North .River Insurance Company.

Northwestern  National Insurance
Company.

Northern Assurance Company, Limit-
ed, of London.

Norwich Union TFire Insurance So-
ciety.

Old Colony Insurance Company.

Orient Insurance Company.

Palestine Insurance Company, Lim-
ited.
" Pennsylvania Fire
pany.

Phenix Insurance Company of Brook-
Iyn.
" Phoenix Insurance Company.

Phoenix Assurance Company, Limited.
Provident-Washington Insurance Com-

Insurance Com-

pany.

Prussian National Tnsurance Com-
pany. -

People’s National Fire Insurance Com-.
pany.

Queen Insurance Company.

Reliance Insurance Company.

Rochester German Insurance
pany.

. Royal Exchange Assurance.

- Royal Insurance Company, Limited.
St. Louis Fire Insurance Company.
Scottish Union and National Insurance

- Company.

‘Seaboard Fire and Marine Insurance

Company,

Security Fire Insurance Company.

Security Insurance Company.

Shawnee Fire Insurance Company.

Southern National Insurance Com-
pany.

Springfield Fire and Marine Insurance

Company.

Spring Garden Insurance Company.

State Fire Insurance Company, Lim-
ited. :

St. Paul Fire and Marine Insurance

Company.

Sun Insurance Office.

The Sun Insurange Company.

Texas National Fire Insurance Com-
pany.

Teutonia Insurance Company.

Union Insurance Company of Phlla-
delphia,

Virginia Fire and Marine Insurance

Company
Washington Fire Insurance Company.

Com-

Company.

The Witness—There are two of the
above named companies whom I do not
represent now—the Fidelitv Fire Insur-
ance Company and the Phenix Insur-
ance Company of Brooklyn. They are
both merged now and called the Fidel-
ity Phoenix. I did represent them at
the time the Houston book 'was printed.

Mr. Cureton to the witness—Q. What
sort of a contract have you with these
companies; was it a joint contract or
a several contract?

A. A several contract.

Q. What did you contract to do?

A. To apply such general basis
schedule as they file with me to the
individual fire risks in the State, and
to promulgate their application in the’
shape of -specific schedules. The con-
tract did not include the inspection of
rating of dwellings where not exposed or
mercantile or special hazards.

Q. TUnder your contract you have not

| inspected or rated any dwellings in the

State unless they were exposed to special
hazards?

A. Yes, sir; or mercantile exposures.

Q. Your work has principally been
confined to the rating of mercantile es-
tablishments ?

A. Special hazards; yes, sir.

Q. The particular thing you do or
had done was to take the general basis
schedules and apply it to the specific
risks?

A. Yes, sir.

Q. Did you have any rules for ap-
plying it to the specific risks, the gen-
eral basis schedule or any rules fur-
nished you?

A. No, sir.

Q. Who furnished or made the gen-
eral basis schedules?

A. T can’t say.

Q. Who furnished them to you?

A. The individual fire insurance com-
panies.

Q. Were the general basis schedules
furnished you by the individual fire in-
surance companies all the same or were
they different?

A, They were uniform as a whole,
in general.

Q. In what respects were they uni-
form?

A. I car’t say that, without having
the schedule before me. There were
some diﬁ'eren-ces, I believe, in the aufo-
mobile insurance schedule and also in

Westchester Fire Insurance Company. lthe tornado and hail damage.

Western Assurance Company

Q. I have here a book* marked Gen-
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era] Basis Schedule for Texas, which
appears to have been issued on January
1st this year by Trezevant & Cochran,
and has endorsed on the back of it
some eight or ten companies; was that
the general basis schedule furnished you
by Trezevant & Cochran for their com-

panies?
A, Yes, sir.
Q. The other companies furnished

you with a book of schedules, also?

A. Yes, sir.

Q. You would then take and apply
this book of schedules for each company
to the specific hazards of each town in
the State of Texas?

A. Yes, sir.

Q. Is that correct?

A, Yes, sir.

Q. Does that make a uniform price

- for the insurance?

A. In general, yes,

Q. Could you give us an idea, Mr.
Roulette, as to what the cost of applying
these general basis schedules to the risks
of the State has been or will be upon
its completion, if it should be com-
pleted?

A, It has cost in the neighborhood,
in round numbers, $225,000 to date. It
will probably cost $400,000 to complete
the rating of the State under the same
system being used today.

Q. What men do you employ and
what do they do in making this appli-
cation? How 1is it done, in other
words ?

A. T have three different classes of
employes so far as the rating is con-
cerned, outside of the regular office
routine. Hydraulic engineers for mak-
ing key rates; inspectors for inspecting
the mercantile and special hazards and
the rating department. The hydraulic
engineers visit the protected towns
where there are fire departments and
waterworks and fill out an inspection
blank, and from that the chief engineer
makes up the key rate.

Q. What rules does he follow
making the key rate?

A. The rules shown on pages 11 and
12 and 13, 14 and 15 of the general
basis schedule.

Q. He follows the rule as laid down
by the respective companies in their
general basis schedules?

A, Yes, sir.

Q. Now he makes
town?

A. Each protected town; that is, the
hydraulic engineering department.

Q. What do your inspectors do?

A. I have-perfected a system of in-

in

that ‘for each

spection blanks—about forty inspection
blanks, covering the various classes of
risks.

The inspectors visit each town and map
the town; diagram the town, in other
words; showing all the features in the
general basis schedule; at the same time
they fill out report blanks, inspection
blanks, showing the conditions as to
the buildings and construction, occu-
pancy, exposures and exceptional fire
hazards. They are forwarded to the
home office and the rates are then made
from those blanks., They are then tab-
ulated in the form of specific schedules.
No inspector in the field has any idea
what the rate and risk will be until it
is figured out in thé rating department,
in the office. Each inspector is sup-
posed to report the conditions absolutely
as he finds them at the time of the in-
spection, without fear or favor.

Q. Well, now you make the key
rates, I believe, the key rates are made
in your office?

A, Yes, sir.

Q. Mr. Maddox requests the question

to be asked as to where you get the

rules for making these inspection
charges shown in the ‘key rates and in
the specific schedule?

A. The charges are already made for

‘them and given to me in the general

basis schedule. I am not the author of
the general basis schedule, you under-
stand. .

Q. All that you do, then, is to take
the rules laid down in the general basis -
schedule and apply them to.the par-
ticular town in developing the key rate?

A. Yes, sir.

Q. And after you have developed the
key rate according to those rules you
just apply that to the further rules laid
down in the specific schedule and de-
velop the further rate on each specific
risk?

A. Correct.

Q. And that rate as developed by you
is then promulgated in the form of a
book and circulated around— -

A. Specific schedules.

Q. These specific schedule books are
sent by the various .companies to their
agents and given them to govern them
in writing the risks?

A. Yes, sir. '

Mr, Cureton—Mr. Hamby, have you
an analysis of any rates on risks?

Mr. Hamby—VYes, sir.

Mr. Cureton—Hand Mr. Roulette an
analysis.

(Witness is handed documents.)

Q.. Now, you have already made the
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class of the specific rate for property

of the town. What town?

A, Taylor.

Q. What is the key rate for the town
of Taylor?

A. Seventy-one cents.

Q. Have you the book of specific
rales for the town of Taylor, Mr.
Hamby?

Mr. Hamby—Upstairs. ,

‘ (My. Hamby was directed to produce
the book.)

Q. T will get you to explain the key
rate of the town of Taylor as soon as
Mr. Hamby gets it. In the meantime
we will go ahead with the explanation
as to how you arrive at rates on that
particular risk; what is the risk there?

A. Dry goods and millinery—Store
owned by T. B, Marsh & Company, lo-
cated on Third Street, sheet 8, block
16 of 'a map. .

Q. That is dry goods and millinery?

A. Yes, sir..

Q. What is the rate on that -par-
ticular risk?

A. The rate on that building is $2.36.

Q. The rate on the building, $2.36.
Now. take your analysis of the rate and
tell the committee how you arrived at
the rate of $2.36 on the building?

A. Classification of a brick building,
basis 95 cents.

'Q. Well, now, where did you get
that? ‘

A. On page 21.

Q. As furnished you by the insur-
“ance companies?

A. Yes, sir.

Q. That is the basis rate of a de-
tached building? '

A.. Yes.

Q. That is when not within ten feet
of a building of similar class?

A. Yes, sir.

Q. Do you know why the insurance
companieg placed this basis rate of 25
cents on that class of building?

A. I do not.

Q. Do you know how they arrived at
that? -

' A. I do not.

Q. Now, what is the next charge that
-is supposed to make up this rate?

A. The full key rate. That refer-
-ence is made under the second basis
‘rate, add the key rate of the city or
town is the rule for applving it; it i«

found on the same page, 21, on the fifth}

line. : \

Q. Add the key rate of the city or
town?

A. Yes, sir.

Q. Al right. Next?

A, Charge of 10 cents for being in
block.

Q. Does it make any difference .in
what part of the block it is in?

A. No, sir.

Q. Just being in block?

A. Just being in block with other
Luildings. :

Q. Dd you know whether it is a
are arrived at?

A. I do not.

Q. Do you know what it is for?

A. T do not. )

Q. Do you know whether it is a
purely arbitrary charge or whether or
not the companies use a system in ar-
riving at it? ’

A I do not.

Q. All right; the next?

A. Number of occupants; one addi-
tional occupant, 15 cents.

Q. Now, for one additional occupant
—you allow one to begin with, I be-
leve was in testimony shown yesterday
—is that correct?

A. Correct. .

Q.. And then you simply make a
charge of 15 cents for each additional
one after the one you start in with?

A. Yes, sir.

Q. Do you know anything about how
that 15 cents is arrived at?

A. T do not.

Q. All right.

A. The next is excess area charge;
the area being 17,375 feet a charge of
15 cents is made.

Q. What is the maximum charge for
floor space and an excess space?

A. In a retail occupancy, what is

what? Pardon me.

Q. What do you mean by excess floor
space ?

A, In the general basis schedule the

'| area, for each 1000 square feet of ground

floor, the area of excess there is 1000
feet, and additional charge of 2 cents is
made. There is 17,000 square feet.

Q. An additional charge there is, you
say?

A. Fifteen cents. :

Q- Do you know anything about how
that is arrived at? :

A. I do not.

Q. Whether purely arbitrary or
otherwige?

A. T do not.

Q. What is the next item?

A. Plate glass front, 1 cent.

- Q. Now, does it not show the amount
of the plate glass?

A. Does not.

Q- You don’t know whether it is a
wlhole front of the building or two win-
dows or what?
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A. Tt would make no difference, I be-
lieve, on the schedule. It says for
plate—

Q. So far as the schedule is con-
cerned, then, it is immaterial in the
charges as to whether it is one window
or half a dozen windows or what shape
the plate glass front is in?

‘That is my understanding.

Q. The charge is just the same?

A. The same.

Q. As an insurance man, Mr. Rou-
lette, does there exist any reason for

charge of ‘that

making an additional
of plate glass

character on account
front ?

A. T couldn’t say, sir.

Q. Does a plate glass front make an
extra hazard?

A. I prefer questions of that nature.
Mr. Cureton, be referred to my chief
rater at the proper time.

Q. What 1s the next item?

A. Deficient parapet, 1 cent.

Q. What is meant by deficient par-
apet?

A. T couldn’t tell without having the
inspection blank before me.

Q. Or at least six inches less than
standard height, each wall, 1 cent, what
is the deficiency charge there?

A. One cent.

Q. What does that mean? )

A. I couldn’t tell you what that
means because there are two charges
under this head for each parapet each
wall 1 cent, deficiency in thickness on
each side, 1 cent.

Q. It is liable to be either one?

A. Yes, sir; I could tell if I had the
sheet before me. .

Q. That is fixed in the book of sched-
ules?

A. Yes, sir.

Q. What is the next charge?

A. Cock roof or concealed space, 1
cent, that is a roof charge.

Q. What is the next charge?

A. Metal cornice, 3 cents.

Q. It is simply following a moving
schedule? -

A. Absolutely.

Q. The next charger

A. Frame awning, 5 cents.

Q. If you will look under “awnings”
there, you will find that this awning
charge of 5 cents is not applicable for
detached buildings?

. A, Probably detached buildings; yes,
sir.

Q. Then the charge of 5 cents for
awnings ought not to be in the official
schedule, ought it?

A. I believe it should. The basis
here is simply you start out writing for

a basis for detached buildings and add
to it the dificiencies. If it is not a de-
tached building you would not have the
10 cent charge for being in block, for the
hazard of being in block. :

Q. What is the next charge?

A. Floors. Wood floors less than
two inches thick, 1 eent each fioor.

Q. Now, that simply means floors in-
side a brick building?

A. No doubt.

Q. The next charge?

A. Ceilings not standard at 1 cent,
1 cent.

Q. Now, what is the standard floor?

A. The standard floor or ceiling, Mr.
Cureton. -

Q. The standard floor?

A. The standard floor is one not less
than two inches in thickness.

Q. Do you know who set that stand-
ard? i
A, I do not.
Q. All right, the next charge?
A. Floor openings, one, 5 cents.
Q. Now, that charge here, stairways,

.well 'holes, ete., I notice under that it

says maximum charge 25 cents; what
does that mean?

A. If there were ten openings, each
without that maximum stop would be °
50 cents, but with the maximum charge
it stops with 25 cents.

Q. Don’t you think that when these
basis schedules were promulgated it
would have been blind on the part of the
insurance companies to have fixed any
maximum charge in this case?

A. I don’t know anything about the

-fire insurance business, but know when

the rates would be in the companies’
mentioned excessive. )

Q. You know that any rate becomes °
excessive when it reaches a point so that
the public can’t or will not, pay the rate.
You can put a price on the best building
in the world so you can’t sell it, and
destroy your business?

A, Yes, sir.

Q. And that was probably in the
mind of the adjusters who made the
book of schedules when they put in a
maximum charge of 25 cents on -floor
openings. They didn’t think you could
stand for more than a quarter on four
holes in the floor; that is the infer-
ence?

A. It is natural, at least.

Q. Well, the next charge?

A. Skylights not standard, fourteen,
16 cents. ’

Q. Skylights not standard, fourteen,
16 cents, what does that mean about
fourteen?

A. Fourteen non-standard skylights.
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Q. What is a skylight; you say there
are fourteen?

A. Bkylights, Texas elevator heads
or other roof structures.

Q. That skylight up on the Capitol
there, I always called that ome sky-
light ¢ .

A. I think that is true, one sky-
light.

Q. In this particular building there
were fourteen skylights?

A. Yes, sir.

Q. Is there any difference in the size
of it?

A. Page 22 under skylight charge,
the first charge is, not standard, for the
first 3 cents, second item for each addi-
tional not standard, } cent; over 100
square feet in area, double the above
charges.

Q. (Ry Mr. Cureton)—Now, it says
here if over 100 feet in area double the
above charges?

A. Yes, sir.

Q. Does that mean that if each sky-
light is over 100 feet to double the
charges?

A. The total would be 32 instead of
16 cents.

Q. All right, what next? In the first
place what is a standard skylight?

A. TPage 17, General Basis Schedules:
Iron or steel frame with wired glass or
quarter-inch thick glass to be protected
by wire netting.

Q. Now, these standards were all
placed here, these schedules, by the in-
surance companies and not individuals?

A. Correct.

Q. What is the next? .

A. Heating, other than steam or hot
water, 2 cents; on the bottom of page 22
you will notice heating, not approved
system, 2 cents; referring to page 17
again of the General Basis Schedules
under skylights, you will find heating,
approved system of steam or hot water.

Q. How did the system of steam and
hot water—what is the improved sys-
tem of steam and hot water?

A. It would be one with the flues
and the steam pipes properly protected
from the wood work.

Q. That don’t mean any particular
~ system?

A. No, sir; but one that is properly
installed—safely installed.

Q. Next?

A. Next- is for electric’ motor,
cents.

Q. Now, the electric motor is an ex
ceptional charge as shown by the book
of schedules issued by the insurance
companies?

A. Yes, sir; under the sub-head gas

10

engines. kerosene oil engines and electric
power schedule.

Q. ZElectric motor 10 cents?

A. Ten cents, applying to all risks
unless otherwise specified.

Q. Al right.

A. That makes a total of—of the
unoccupied building, rate of $1.82.

Q. What?

A. Unoccupied building ratc of $1.82.

Q. Naked building?

A, Naked building.

Q. Now, then, are there any credits
on this building?

A. There are no credits.
naked rate of $1.82.

Q. Now, then, the rate, occupied as
it is?

A. For general merchandise, with
coffee roaster and millinery, 15 cents
added to the building, producing an
occupied building rate of $1.97.

Q. General merchandise with a cof-
fee roaster; gemeral merchandise; what
is the rate additional?

A. No, that is for
charge, I believe.

Q. Yes, that is the charge; retail
grocery, with coffee roaster; that is
how much? )

A. Fifteen cents for the building.

Q. TFifteen cents?

A. Yes, sir.

Q. I notice in the book of schedules
a provision of 15 cents and the other
40 cents; what does that mean?

A. That is 15 cents. What page is
that?

Q. Page 38.

A. TFifteen cents
cents stock.

Q. TFifteen cents is occupancy?

A. Occupancy charge of the building.
That is simply making the building rate
only now, and not the contents rate,
That produces an occupied rate of $1.97,
to which is added exposure charges from
two buildings in the rear of 39 cents,
making a final rate of $2.36.

Q. Exposure charges for two expos-
ures in the rear?

A. Yes, sir.

Q. How much is the charge for that?

A. One is 6 cents and the other is
33 cents, making a total of 39 cents ex-
posure charge.

Q. What is the rate given there for
the exposure of a building?

A. One is 20 feet 0. B. R, $1.63, ¢
per cent of it.

Q. What is the rate O. B. R.?

A. $l1.63.

Q. Percentage?

A. Tour per cent.

This is a

the millinery

building and 40
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Q. For a building O. B. R.?
A. Yes, sir, $2.36.
Q. O. B. R.; what is that?
A. Occupied building rate, $2.26, 15

per cent, 33 cents; total of 39 cents,
which, added to the occupied building
rate, produces a final rate of $2.36.

Q. Now, I don’t believe I understand
that; $1.63 is for what distance?

A, Twenty feet; I think that is a
brick building.

Q. Now, that means that there is a
building within 20 feet of this one,
which has a building rate of $1.63 on
it?

A. Correct.

Q. Now, the occupied building rate
of $1.63 has therefore another exposure
charge against the building whose rate
we are now making?

A. I could not tell without an an-
alysis of that specific building.

Q. We will assume that that is cor-
rect.

A. That would be hard to tell until
I see the analysis. It is impossible to
tell. ' ’

Q. All right. Now, then, you add 6
cents for that exposure?

A. How do you get that?

A. By the application of the expos-
ure tables shown on pages 51-2-3-4 of
the general basis schedules.

Mr. J. H. Crane, being first duly
sworn, at this juncture.made the fol-
lowing statement: -

Mr. Crane—The building in which he
is analyzing has a brick wall without
any openings; that building which ex-
poses it-is a brick building, but has
openings; the percentage from a brick
building to a brick building at 20

feet, both buildings having open-
ings facing each other, is 10 per
cent of the occupied building rate.

In other words, if this brick building
that we are talking about had open-
ings in that side wall we are talking
about instead of being ~an exposure
charge of 6 cerits it would be 10 per
<ent of $1.63, or 16 cents; but on aec-

count of this building having no open-

ings in the side wall there is a redue-
tion made of 60 per cent in the exposure
charge of 10 per cent, which leaves ¢
per cent exposure charge of $1.63 rate,
or 6 cents,

Q. Now, this 15 cents exposure, you

. arrive at that in the same way?

A. Same method. The 33 cent ex-
posure charge comes from a frame
building; in other words, this brick
building is exposed by a frame build-
Ing at a distance of 20 feet; the expos-

ure table shows that from frame to
brick, 20 to 35 feet, the exposure charge
is 15 per cent of the occupied building
rate of the exposed building; $2.26 is the
occupied building rate of the exposed
building; 15 per cent of that is 33 cents.

Q. So that is the way the exposure
charges are arrived at? :

A, That is the way the exposure
charge is arrived at in .all instances.

Mr. Roulette—I suggest that Mr.
Crane is more familiar with the details
of rating than I am. And it might be
better to have us both together at the
same time.

W. F. Beers, being duly sworn and ex-
amined by Mr. Cureton, testified as fol-
lows:

Question. Where do you reside?

Answer., At Galveston, Texas.

Q. How long have you been living in
Galveston?

Fifty-three years. . .
What business are you in?

I am in the insurance business.
Fire insurance?
Fire and marine. ‘

Q. How long have you been in the
fire insurance business? .

A. Forty years.

Q. What training have you had in
that business? ; '

A, T succeeded my father as secre-
tary of the first. local fire insurance
company that was chartered in Texas,
the Union Fire and Marine Insurance
Company, started in 1854. He died in
1871, and I took his office then.

Q. You heard the testimony of the
gentleman from Galveston who was rep-
resenting Mistrot Brothers and Com-

POPON

pany? .
A. Yes, sir. .
Q. Do you know anything about that

risk and what it had been wriften at
prior to the Rating Board law?

A. Yes, sir; that was originally the
Leon and Eighth Blum, the Leon and
Eighth Blum risk. I can not see much
change in the risk except the addition
of that printing press. In olden days
that risk went begging for $1.60 and
$1.75.

Q. You can state to the Committee
the matter with reference to boxes and
trash piles about there with reference
to that rigk. )

A. It is a notorious fact in Galveston
that Mr. Mistrot and the city of Gal-
veston have been locking horns an that
proposition and it took eighteen months’
of argument on the removal of those
boxes. The city of Galveston has not
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been able to get Mistrot. to remove
them.

Q. What was the effect of this?

A. Mr. Mistrot rented a vacant lot
elsewhere and took the boxes oﬁ' and
put the boxes there.

. Mr. Beers, there are some other
matters that you stated to me that have
escaped my mind; T wish you would go

. ahead with your testimony.

A. T recollect when Mr. Crane was on
- the stand or Mr. Roulette or somebody
was stating -abhout that exposure and
about open doors for which credits were
made or something like that. Or about
—following up the analysis of the rate
it starts off ‘at 320. It was brought
down by a series of credits all of which
were proper, for instance, the closing up
of the well-holes between the stairway
and the closing of the stairway fire
“doors, etc. I would like to- ask Mr.
Crane if he didn’t say something about
theu‘ printing press being separated‘?

Crane—No, the openings were
_]l’l‘it bnr-ked up.

The Witness—The rate was brought
down to $1.13 by eliminating these
things. All these things Mr. Mistrot is
domg or intends to do.

Mr. Cureton, to the witness:

Q. Prior to the time of the taking
effect of this Rating Board law, I’ll ask
you .if Mr. Mistrot ever plaved one
agent against another in order to reduce
his rates?

A. Well, T do not want to go into
the official record in that sort of a
sense. But Mr. Mistrot has been very
successful in persuading the local agent
at various times and various places that
his risk was a little better than it used
to be.

Q. I believe the entire Committee
understands your answer.

A. As time passed by, it got riper
and better. I want to say parentheti-
cally that Mr. Mistrot is a very fine
man (laughter).

Q. T1l get you to stabe My. Beers,
what has been the general operation
of the Rating Board law since it has
gone into effect in the city of Galves-
ton as to equalizing rates or otherwise;
what is your opinion?

A. T can say it has raised the rate
very considerably. A great disparity of
rates there, but the general operation of
the law has been to raise them. But it
is my impression that the 25 per cent
production has nearly equalized that. We
are not very proud of the material used
in rating the city. There has been some
monstrosities in the rate. There is the

risk of Noby & Company, jewelers, onm
the corner of Tremont and Market
streets, that we wrote freely at $1.70 a
year ago; it is now $4.70.

Q. Why did they raise it to $4.707

- A, As T understand it, because the
npper story being used as a boarding
house there bemg an exposure of that
kind and there are also being moving
picture show business there.

Q. Moving pieture shows. used mo-
tive power?

A. It is a very dangerous proposi-
tion: they use guncotton in their films.
It is an explosive proposition.

Q. What in your judgment, under-
standing the facts as you do and having
been in the insurance business for forty -
years in the city of Galveston, what in
your judgment could this Legislature
do, if anything, with the insurance leg-
islation ? ,

A. T am here to say that we are in
favor of regulation in order to prevent
discrimination. And that if the Legis-
lature will find means of taking off these
rough edges of the present law, the pres-
ent law is good enough. But when you
take the proposition and ask that any
machinery be worth six months you are
not going to get practical results out of
it. Out at Big Springs there is a frame
hotel that we are writing in our office
at $5.30; we were writing at $5.30. The
parish rate on that one went up to
$23.20. Now, there is no more reason
for that than there is for my jumping
out of the window there.

Q. Don’t you think companies in
adopting a general basis schedule have
made a mistake in not putting a maxi-
mum amount for » maximum rate for
prices of risks? In other words, they
sometimes make a rate so high as to
practically forbid insurance on that class
of risks?

A. Yes ' sir, something of that kind
would be, I believe, a practical thing.

Q. Dor’t yon thmk that they sbould
have to put a stop rate on all classes
of risks?

A. Yes, sir.

Q. Nothmg should have gone behind
the stop rate?

A. You would have to have several
stop rates for different classes. Mr.
Cureton, if you could suspend the record
for a few minutes, I could tell you some-
thing that the committee might see the
quahtles of this rating. I think the
whole trouble is in the application of
the schedule or in the adoption. I want
to give you some instances of this; there
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is a frame block across the corner from
the Tremont Hotel, where the frame
range exists at 4 1-2 per cent; it ought
to be about 6 per cent; that is, it used
to be about 4 1-2 per cent, and ought to
be about 6 per cent; the present tariff
runs that up to $10.30. There is sand-
witched in there a store house rated at
$1.62, the theory being that the build-
ing in front of it is a dwelling, and
the rate as a dwelling and this other
take the same rate as the dwelling.. Di-
rectly across the corner from our office
there is a frame building and right
across from there there is a little dwell-
ing that rates at $1.32. I suggésted to
Mr. Wright that there ought to be a
separation of the exposure and occu-
pancy charges. You could not say that
to take a dwelling house at $1.32 and
ten feet from there you would raise
another at a different rate. I believe
that given time with the Fire Rating
Board as an umpire, these roughnesses
will come out.

Q. You think that the Fire Rating
Board, if given an opportunity, at least
temporarily, they will fix some on cer-
tain of those risks?

A, There is as much difference be-
tween some of the rates I have heard
talked about here in Dallas and Austin
of 85 cents and the old normal rates
which were probably one and one-half
as there was in the old Fire Rating
Board in their general rating sched-
ules; in other words, when you find a
ditference of 65 cents between their cut
rate and the normal rate, and they put
that on top of the normal rate, you are
getting to the extra high rate of the
present tariff. .

Q. Did you participate in making
the general basis schedules?

A. I did not. T want to explain I
am not in touch with the fire end of
the office as much as T have been five
years ago. I am devoting myself to the

marine. Our junior partner was a party
to that.

Q. Are you general agent of the com-
panies or local agents?

A. We are general agents for six or
seven large companies for the State of
Texas.

Mr. Scruggs—Q. You are also loecal
agents for some companies?

A. Yes, sir.

Q. In addition to the ones you are
general agents for?

A, Yes, sir.

Q. You stated in a case where a
dwelling at $1.32 or $1.35 exposed by

fire range; will you tell these gentlemen
how that happened? _

A. Yes, I will, if you ask me. I
was asked the question, and was told
that under the ruling of the Fire Rating
Board placed a boarding house at, that
is, it had to take a certain rate with-
out reference to the exposure.

Q. In other words, that was brought
about by the order of the Fire Rating
Board upsetting our schedule.

By Brown Lee—Q. There is a matter
I want to ask you about; there is, say,
a merchant at Austin, Texas, that has
600 bales of cotton which s stored
here in the cotton yard; he has been
paying a rate of 89 cents, that is just
a matter of assumption, you understand;
now, he sells today 300 bales of that
cotton to a foreign merchant; it remains
in the same cotton yard; I understand
that that rate is cut half in two the day
he sells the cotton. .

A. I can hardly believe that, for the
reason that I happen to know all about
these marine rates; if this foreign ship-
per should resell that cotton so as to
put it entirely on fire insurance basis,
he would have. got a cut rate for com-
parison, which would be for that rate
three-sixteenths.

Q. Don’t he make a difference ‘be-
tween export cotton although it may
remain in the cotton yard than if it
were a cotton merchant’s?

A. The exporter pays his rate in his
through rate. I don’t think that there
is much difference now. There was a
difference in favor of the marine cover
when rates were lower. Now they are
higher.

Q. Does not that practically prevail
to a great extent in Texas?

A. Certainly.

Q. When did it cease?

‘A. In a year; we will say within.a
year ago. I can not recognize the rate
of 89 cents, you mean, per annum?

Q. That is just an arbitrary figure?

A. As a matter of fact, I should
think he got that rate in the cotton
to be under 2 per cent.

Q. Whatever rate it may have been,
the local merchant was charged that
per cent; the moment he sold that cotton
or any part of that cotton the price
was cut about half, although it may
have remained in the cotton yard from
one to three months?

A. You mean that the exporter in
getting it under his cover did it at one-
half the expense of the other?

Q. Yes.

A. T expect he did, because they were
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giving him the benefit of another rate
he got, car load rate.

Q. That rate prevailed, although the
cotton remained in the yard indefinitely?

A. Obh, no; not indefinitely; but they
would give them time to load it there,
three or four weeks.

Q. Sometimes didn’t it remain there
for three or four months?

A. Sometimes we have been the vie-
tim of that sort of thing.

Q. Under a low rate?

A, Yes, sir.

Q.- Why did they do that?

A. Well, they did it because all of
those other risks have always been writ-
ten by marine companies cheaper than
the ordinary fire companies will write
it for. I do not justify the rate, I
think it is too low. It has been done.
It goes back to the time when the Eng-
lish companies would take the wool from
the wool exporter for practically noth-
.ing, back to a quarter; we call that an
interior risk. We have got back to a
quarter from Austin and Galveston, in-
cluding the fire risk here.

Q. Is that reduction on cotton made
golely. by marine insurance companies
or by fire insurance companies?

A. T should say by marine alone. In
fact, they are the only companies doing
this low rate, it appearing that the
shipper has received these things at the
shipping point, and is entitled to pro-
tection from the time he took it under
cover.

- Mr. Gilmore—Q. That marine rate
that they have been writing so long, if
it had not been profitable do you think
they would have continued writing it?

A, They did not continue it; they
raised it last year.

Q. In comparison with the rate that
the local cotton buyer pays, about what
is the rate?

A. T should say that our shortest
charge per month would not be over one-
half or 60 per cent of the other charge.

Q. It is still quite a reduction from
the local rate, and they find it profitable
or they would not insure at that, of
course, .

A, T think it is due to say that the
marine did not seek that class of busi-
ness; they had it as an accommodation.
Now I think they insure solely with
fire companies; the trade is charged;
instead of going to ports for their cot-
ton 'they go to the interlor and they
have simply extended their cover from
the port which began at the “press” to
the interior yards.

Q. This matter which I will ask you

about may help us some in the con-
sideration of this bill that we have had
here from time to time, the question of
cut rates made by the local agents. I
would like to ask you if it is not neces-
sary for local agents to have the conm-
sent of the general agent before they
can cut the rate?

A, Yes.

Q. I think it would hardly be im-
pertinent to ask you why you permitted
these cut rates if they were below a
profit.

A. We do not. I want to say right
now that we have a dead line in our
office. When it gets below that, we
don’t take the business.

Q. Many of our local agents stated
here that they had to take risks at cut
rates.

A. T feel sorry for a local agent that
had to take risks that come in between
two fires,

Q. We heard some of the local agents
and special agents state where a man
wanted to buy a big lot of insurance he
tc)ould get a lower rate than his neigh-
oT.

A. No doubt about it. He is more
successful in things like that than the
other.

Q. The question is why these insur-
ance companies would permit these cut
rates if there was no profit?

A. No company can go into Texas
for five years without accumulating an
expensive and valuable plant, and will
go as far as they can to meetf the situa-
tion rather than lose that; a local agent
writes to Mr. Bierce, I have got a risk
offered for which it should pay 5 1-4;
some agent will take it at a reduction
of one per cent. We will hesitate be-
fore we lose that. He says he only
wants a reduction of a quarter. We will
make up our minds here whether we will
carry that risk for him. He says I
haven’t been able to get that risk; I will
ask you if you can confirm one per cent.
We can not confirm it. We have lost a
great deal of business that way. While
insurance companies do mnot like at all
giving up rates, they do it to save busi-
ness. You heard enough this morning
of this testimony to show what Mr.
Eilers thinks about the rates. Mr.
Eilers was the most intelligent mer-
chant I have heard discuss it, yet he
was completely warped about these
things. He thinks that the rates ought
to be a side of bacon on the market.

Q. Now, if you should get the
amount of business upon which you had
permitted your local agent to make a
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rate for the risk which was really be-
low the cost of carrying that risk, will
it not follow that you must raise the
rate on some other risk in order to
cover this loss? :

A. We try to get all the rates we
can: the risks that would make us a
profit we seek those, but we .would have
to make it up somewhere. .

Q. (Bv Mr. Scruggs)—Did your
office make a profit in the State of
Texas last year?

A. We did not. .

Q. You said you had a dead-lne,
that you didn’t permit your agents to
write below that dead-line.
the case and you wouldn’t take any-
thing below a profit, how is it you lost
money last year? '

A. Because we didn’t find it out soon
enough. We went along, hoping for bet-
ter results, and this thing has been
going down on the toboggan slide.

Q. (By Mr. Gilmore)—You say your
office lost money last year?

A. And made very little the year
before.

Q. You deal only with the under-
writing part of it?

‘A. Yes, sir. .

Q. (By Mr. Reedy)—You say your
office lost money last year and some in
the preceding year; these losses are mnot
attributable, either directly or indi-
rectly, to any action of the Rating
Board, are they? .

A. No, last year’s results were estab-
lished before the Rating Board took
hold. .

Q. The Rating Board law has had
nothing to do with your losses?

A. No, sir. '

Q. (By ™Mr. Jalonick)—You said
that this marine company wrote the
cotton liability in the same yard at a
less rate; I will ask you if the men
who secure the low insurance were not
large insurers, large exporters and large
buyers and big concerns who did an
immense amount of business?

A. Yes, sir; the ordinary street buy-
ers couldn’t get that kind of a contraet.

Q. In other words, a merchant in
Hutto would insure cotton that he owns
for 24 per cent, he would sell that cot-
ton to Inman & Company and as soon
as Inman & Company took possession
of that cotton, it became their cotton
and they would insure it under their
marine policy and get the benefit of a
lower rate by being large insurers and
plaqing 2 lot of cotton with these com-
panies?

A. No question about that.

If that is.

Q. Isn’t it a fact that the liability
of the marine companies from Hutto to
the shipping port is not reinsured im
fire insurance companies writing fire in-
surance in Texas, perhaps the same fire
companies that had been carrying the
cotton at 2% per cent? '

A. T am not prepared to answer that
question, because that goes back to New
York and London.

Q. That part from Hutto in the yard
to shipping port was reinsured in the
companies, that some of them perhaps
were insuring that same cotton back in .
Hutto at 24 per cent?

A, Yes, sir.

Q. These comrpanies were diserim-
inating against the small merchant in
Hutto in favor of Inman & Company, or

large buyers of cotton?

A. That is the effect of the action.

Q. (By Mr. Lee) —William Cameron
& Company have recently established a
large lumber yard. in San Angelo. As--
suming that no local agent in San An-
gelo has obtained one partiele of their
insurance business, how would you ac-
count,. for that?

A. I have- always understood that
Cameron & Company had a blanket ar-
rangement with a syndicate of larger
companies and did business entirely with
them.

Q. Don’t you think it is because they
are getting a special rate?

A. They must be. . :

Q. Here are two lumber merchants
in the same town, each having fire wally’
around their place of business. One of
them maintains a planing mill in the
center like that, which I understand is
a very hazardous risk, this other one
doesn’t. Now, which ought to pay the
greater premium?

A. The planing mill man.

Q. If he gets the same premium there
as the man with the fire wall without
any planing mill, he is getting the bet-
ter of it?

A. Why, certainly; it is outrageous

| discrimination, and those are the very

things the law is trying to correct. T
don’t know whether this planing mill
has been thrown ,in to sweeten some-
thing else. '

Q. Because this man belongs to. a
large concern that has many plants over
the State? 0

A. Yes, just like some of the mer-
chants are doing, probably.

Q. (By Mr. Hamby)—Do you think
it is reasonable or necessary for the
Rating Board to have jurisdiction over
marine rates?
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A. No, I don’t think so except as to
their end of it because their’s is en-
tirely water, the entire side of the
proposition.

Q. You believe it should have juris-
diction over their end of the rate?

A. They might have that.

Q. Should they fix the rate not only
of the fire hazard but all the other
hazards—the marine comparries?

A. No, sir, because there is. only
practically the fire hazard in the other
rate.

Q. It sometimes might be on the
water within the State of Texas?

A. Yes, sir, but very seldom; 99.9 of
the cotton moves on rails.

Q. Don’t regularly licensed fire in-
surance companies frequently insure
marine points?

A, They do always.

Q. Does that reinsurance extend be-
yond the borders of the State of Texas?

A. Not beyond the foreign steamer.

Q. When the risk is water bound
“the liability of the marine insurance
company ceases?

A. Yes, sir.

J. H. Crane, having been previously
sworn, examined by Mr Cureton, testi-
fied as follows:

Question. I hand you, Mr. Crane, a
key-rate analysis of key rate, a specific
analysis for the city of Taylor. I wish
you would please take the analysis of
the key rate as contained in the book
just handed you and analyze the key
rate and explain it to the committee.

Answer. Well, now regarding the
key rate, I will say this: 1 will do
the best -I can. The key rate proposi-
tion does mnot come directly under my
supervision. I have never applied a key
rate to any town in the State of Texas,
so all T can do is do the best I can by
following the gemeral basis schedule ac-
cording to the charges.

Q. What busmes are you in?

A. T look after the specific rating
in the various towns after the key rate
has been established.

Q. By whom are you employed‘?

A. Mr. C. B. Roulette.

Q. How long have you been in the
insurance business?

. A' About fifteen years.

Q. How long in this particular line
of work?

A.- About eight years.

© Q. What is the technical nsme and

term for your class of work?
A. Why, it goes wunder various
names; it depends upon the locality,

possxb]y some have underwriters’ asso-

ciations, others inspection  bureaus,
others ratmc bureaus; it is all the same
proposition.

Q). Take the key rate and explain it.
A.  Waterworks, direct pressure;
standpipe used as cushions pump, sin-
gle boiler. In the town of Taylor they
have a waterworks with a single boiler;
they have a standpipe for containing
the water, the standpipe not being large
enough it acts only as a cushion against
the pump. The deficiency there would

be fifty cents.

Q. (By Mfr. Cureton)—They have?

A. But they have a waterworks; the
waterworks applies with the item under
the letter .J; direct pressure; né stand-
pipe, single pump, steam power, twelve
cents,

Q. They have a standpipe?

A. They have a standpipe, but the
standpipe. not being large enough to
supply the town with water it acts only
as a cushjon, as the pumps have to work
constantly or practically so.

Q. That provision is given you un-
der the note to subparagraph C on page
12, which says: “Note—Does not ap-
ply where standpipe used as pumping
cushion.” Subparagraph C, page 12,
near the top?

A. Well, that would make it prac-
tically my way of looking at it. That
twelve centg is made up of several dif-
ferent charges.

Q. That note is what you base your
statement upon?

A. Yes, sir,

Q. What ‘could those people do now
with reference fo changing the charge
on this deficiency; what would. they
have to do to their standpipe, for in-
stance?

A. Well, they would have to make
the standpipe large enough to give them
a sufficient amount- of water to last.

Mr. Roulette~\4ay I answer that?

Q. Yes, sir.

Mr. Roulette—If they will put in a
standpipe large emough, with ample ca-
pacity of the town; make the pumps
duplicate; that charge would apply to
Section E and reduce it four cents.

Q. An adequa»te supply of water for
the town?

Mr. Roulette—It means 110 gallons of
water per day per capita.

Mr. Crane—Right down at the bottom
of page 12 is the note.

Q. (By Mr, Cureton)—Well, go
ahead.
A. (By Mr. Orane)—If less than

seventy-five per cent of service to com-
sumers metered, one cent; that means
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if the individual consumer does not take
his water through a meter; the object
of that is where people do not have to
pay for the actual water they use but
have free access to it with no way of
measuring it, that they waste the
water, while if it is metered and they
have to pay for every gallon that they
use they are careful with it and it
reserves the supply.

Q. (By Mr. Iee)—May I ask a
question: Suppose the water company,
of its own accord, keeps the standpipe
full, what difference would it be with
the insurance company whether they
had a meter or not?

A. Well, practical experience shows,
on this information, .that they do not
keep it full.

Q. You are assuming that they do
not; but suppose they do?

A. Well, T don’t know as it would
make any great difference; their pump-
ing capacity would have to be larger
to keep the pump full.

Q. (By Mr. Jalonick)—If a com-
munity would agree to keep their stand-
pipe full continuously, wouldn’t the in-
surance companies give them a credit in
their key rate for svhatever the charge
was for that deficiency that we have
found occasioned by—well from their ex-
perience that they done it?

A. Yes, sir.

Q. They could get the credit if they
would give us that warrant,

A. It is put in there—that charge is
put in there for the purpose of getting
the people or a waterworks company to
put in meters to keep up the supply of
water and not waste it.

Q. For fire protection?

A. For fire protection. It is put in
there to get them to put these meters
in use so as to get credit for it.

Q. (By Mr, Cureton)-—As I under-
stand from the bottom of page 12, you
assume a community will use for house-
hold purposes fifty gallons of water per
day per capita, and then you put an
additional amount of sixty gallons more
for the purpose of—in case of fire, mak-
ing a total of 110 gallons?

A, Yes, sir.

Q. Now is that 110 gallons estimate
made on the metered or unmetered
town, if you know?

A. T could not really answer. I
really do not know.

Q. Go ahead.

A. The next charge is ten cents for
the pumping station if framed?

Q. Framed pumping station?

A. Framed pumping station.

Q. Now, why is that charge put
there?

A. That charge is put there because
a frame building is more liable to burn,
and if it does burn it cripples the
pumps, while, if a brick building, the
brick walls 'would not burn and if they
follow the standard specifications the
roof will be all metal and there will
be nothing - to the building to burn,
therefore the pumps are never liable to
be crippled by fire. ‘

Q. Now, what is the next charge in
the Taylor key rate?

A. Other occupant in the pumping
station, ten cents.

Q. Do you know what that occupant
is or what that means in that particu-
lar instance?

A. T guess I can tell you by refer-
ring to the book here; that is an ice
plant. That is on account of having an
ice plant in the same building with the
pumping station,

Q. (By Mr. Lee)—Suppose it was a
light plant in place of an ice plant and
the engines were constructed so they
could alternate; if one got out of order
they could use the other?

A. They do not use electric light
engines for pumping water and they
could not alternate.

Q. They do not use the electric light
engines ?

A. No, sir.

Q. But suppose they do it, where
they could use the power of the elec-
tric light engines and could transmit
that to the water engine? .

A. Well, the water engine is sepa-
rate and distinet by itself; it is a
small pump and an engine in itself; the
only way they could transmit it would
be to have to gear the pump to the
electric light engine and drive the
pump; they could not take the electrie
light engine and make it pump water,
because the construction of the machin-
ery would nrevent that.

Q. If they could generate the power
they could do it; it is merely a matter
of mechanical devices?

A. Yes, sir; sure.

Q. (By Mr. Cureton.) Here is the
point of Mr. Lee’s inquiry: Suppose
that the electric light engine or power
plant and the pumping plant were in
the same building?

A. Yes, sir.

Q.. And it is so arranged that in case
of necessity that you could attach the
power plant with the electric light
plant to the pumping plant too; then
you would get a duplicate system of



HOUSE JOURNAL.

363

power for the pumps of the town; now,
say in the event of a duplication of the
power, which in certain parts of the
schedule you request, would they be en-
titled to the reduction due to the dupli-
cation of the power?

A. No, sir; it is on the account of
the additional hazard of the additional
occupant in that building which does
not exist in a pumping station which
ought to be inside of a building by it-
self.

Q. Suppose they put a brick wall
‘between them and simply conveyed the
power by shaft or some other way
through ‘the wall? Would the credit be
allowed ?

A. Do you mean by power, the steam
from the boiler—

Q. What I had in my mind really
was the shaft.

A. Well, if it was in a separate
building, I would say yes.

Q. They would then be allowed?

A. Yes, sir; separated one from the
other.

Q. The purpose in bringing out this
testimony is that we do not know what
conditions prevail and this record is to
go to the people. '

A. I will try to answer it.

Q. Al right; the next item?

A, Supply mains from reservoir and
pumping station to [service distribu-
tion, if not in duplicate and no inter-
medidte storage reservoir, 2 cents.

Q. What is meant by that?

A. That is on account of the water
main that comes direct from the pumps
‘to the town being a single main; if a
fire should. occur and that main should
break close to the pumping sfation be-
tween the fire and the pumping station,
your serivee is absolutely—would be
crippled as far as the fire protection
is to the town, while if they were du-
phcated and one main, the one that they
were using, should break all they would
have to do is to close that one and let
the water from the pumps into the other
main and the service would still con-
tinue.

Q. Well, now, Mr. Crane as a practi-
cal proposition, there ~are very few
. towns of moderate size—we will say of
the size of Taylor—which have or in
the nature of things would have dupli-
, cate supply mains leading from the
pumping station to the distribution
point in the town.

{No answer.)

Mr. Lee—As I understand, that is
from the point of getting water to the
standpipe?

A. N, sir; from the pumps to the
distribution where it distributes to the
mains.

Q. Dorn’t you think it 1mpract1cable
for a small town to have that sort of
connection ?

A. No, sir; not if they prepare for it
in the first place It don’t cost but very
little more to. put in the other main
when they are putting in the system if
they prepare for it.

Q. Well, are there many towns or
cities putting in duplicate supply
mains? ~

A. Well, T think there are. I know
of one or two that at a very small ex-
pense can put them in; they already
have one in, and the new one would be

a much shorter route if they did put

it in. T can’t say just how many are
putting them in, because I don’t know.
It is a practical proposition, though, if

.| they want fo.

Q. Al
charge?

A. Water mains if not wholly of
standard cast iron, 5 cents. That is evi-
dently on account of the fact that they
use some ordmary or wrought iron pipe
for water mains instead of standard cast
iron water pipe, that is generally used
in towns.

Q. A}l mains must be of cast iron,
standard quality and weight, tar coated,
and ]aid below frost line; to be provided
with proper gate, check, waste and re-
lief valves; now, that is a standard
water main, as described in this book
of schedules; now, would you tax this
charge against a town if the key rate
simply gives the water mains—happens
not to be tar coated?

A. I don’t believe they would go that
far.

Q. That part 'of the description of
the standard water mains is purely sug-
gestive?

A, Yes, sir; that is a practical pipe.

Q. Suppose they should not be left
below the frost line? But in some of
our winters it might be within the frost
line; would they be taxed that much?

A. I don’t believe they would. I
think they ought to follow the recom-
mendation that would pay them in the
end. In the city of Chicago I have
seen them have to take up ten or fifteen
blocks where it had frozen up in the
winter, and that is very expensive.

Q. (By Mr. Lee.) You accept the
statement of the water companies as to
whether they comply with the standard
or not?

A. As a usual thing; yes, sir.

right; what is the mnext
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Q. (By Mr.
next charge?

A. Fire hydrants; if 50 per cent is
over 300 feet apart in mercantile sec-
tions and over 600 feet apart in dwell
ing sections, 4 cents.

Q. Now, that, I understand, means
insufficient supply of fire hydrants?

A. Yes, sir; that instead of being
300 feet apart in the business sectlon
they might be 400 or 500 feet.

Q. Suppose instead of being 300 feet
they should be 305, 310, 315 or 320 feet
apart?

A. They do not draw the line; it is
not the intention of the schedule to be
that technical.

Q. In applying this schedule, you
have construed the schedule liberally?

A. Within reason; yes, sir; not go-
ing so far that we mlght discriminate
and have to pay for it in some other
way.
Q. Well, what is next?

A. Fire department. If less than five
paid men to each 5000 population or
fraction thereof, 3 cents.

Q. What is the population of Tay-
lor?

A. Six thousand.

Q. It has less than five paid men for
_each 50007
"A. Yes, sir.

Q. Now, doesn’t that mean that they
would have to have ten paid men in
Taylor—fire department?

A. Yes, sir.

Mr. Lee—Let me ask a questlon right
there. Which would be cheaper, for the
citizens to bear the tax—extra expense
of the insurance—or pay the extra tax
of ten additional men?

A. It would be possibly five addi-
tional men; that would depend upon how
much they would save by the 5 cents,
how much insurance they carry and how
much they pay their firemen. I sup-
pose if they paid their firemen $100 per
month, it would be best to pay the 5
cents, but if they only paid $30 or $40
a month, it would be best to have the
firemen.

Q. You have always got to consider
an average of it?

A. That is just a matter of the citi-
zens figuring 'that out for themselves
which would be the cheapest; that is
just the standards used and which we
follow.

Q. Al
charge?

A. Hook and ladder truck, none, 2
cents. Now, if they had a hook and

Cureton.) All right;

right; what is the mnext

ladder truck in the town of Taylor that
would be cut out.

Q. What would a hook and la.dder
cost?

A. 1 should think the one they would
want in Taylor would not cost over
$2500 or $3000.

Q. That would mean that it would
cut the rate 2 cents on every $100 worth
of insurance carried there?

A, Yes, sir; I really - don’t know
about that truck.

Q. About $1500 or $1600‘?

A. About fifteen or sixteen hundred.
Firm alarm system, none, 5 cents.

Q. Fire alarm system, what do you
mean by that?

A. Well, that means an electric fire
alarm system, where they have a box
on the corner that you go up and open
the door and pull a lever and it turns
the alarm in to the central fire station.

Q. Why shouldn’t that charge be cut
half in two in a town that has a day
and a night telephone system?

A. Telephones are unreliable.

Q. But, as a matter of fact, in a
town the size of Taylor, suppose 90 per
cent of the vresidences and business
houses have telephones?

A. Yes, sir.

Q. Why wouldn’t they at least serve
for the purpose of a fire alarm system?

A. Well, they might. :

Q. I said a day and night phone; of
course, if a man’'is awake enough to
touch off one of these fire alarm systems
he is awake enough to ring a telephone?

A. No. Take the telephone inside of
a building; he could not turn the alarm
in, and that is the difference we consider.
over the telephone; the telephone might
be locked up, while with the alarm box
he can walk up and pull it.

Q. Of course, that is- correct in the
larger cities, but in a town the size of
Taylor, they necessarily would not have
but one sleepy city marshal, and he
could not be all over the town and, with
all due respect to the philosophy of the
gentleman who fixed this key rate, there
is something in the telephone proposi-
tion and these gentlemen should revise
the rate and cut this half in two on
account of the telephone system.

A. Well, that might be.

Q. That ought to have some credit;
I am not criticising you because you
seemed to apply the rate as It was; but

T simply suggest that the fire alarm sys-

tem and the telephone system serve ex-
actly the same purpose, and it appears
to me that one is just about as con-
venient as the other in a town the size



HOUSE JOURNAL.

of Taylor. Now, in a city like Austin,
where there are policemen drawn to
the assistance of the wayfarer, may so
pull the alarm very easily?

A. Don’t you think they ought to be
given credit for—the telephone?

.Q. I think they still ought tc be
given credit for the telephone, because.I
am sure that in four fires out of five
the alarm is turned in by some citizen
instead of a policeman; I suppose you
could find out at the fire station if they
have a record kept of the exact value

- of the telephone system in turning in
fire alarms as compared with the fire
alarm system?

A.- You wundoubtedly
they keep them.

Mr. Jalonick—The companies, in mak-
ing these rates, have taken them al-
ready into consideration. There is a cer-
tain amount of protection provided in a
city by reason of the telephone system,
and this additional charge will become
a credit if they get the fire alarm sys-
tem.

Mr. Cureton—Yet it would appear to
me that it would have been perhaps
plainer had you put it as a credit on
the credit sheet.

Mr. Jalonick—I admit that perhaps it
would have been.

*  The Witness—The next item is fire
marshal, none, for that a charge of 3
cents,

Myr. Cureton, to the witness:

Q. Now, a fire marshal; take the
town of Taylor; if they had a fire mar-
shal that would take 3 cents off from
the one hundred dollars’ worth of busi-
ness written?

A. Yes, sir.

Q. In one of the bills introduced here
there is a provision made which in effect,
with the amendments that will be of-
fered to it, will provide for the duties
of a fire marshal, to be performed by a
member of°this Rating Board, and pro-
vision is also made for them to appoint
a fire marshal in every town and village
or community if necessary in this
State. If that provision is made the
law and this board does appoint a fire
. marshal in every town, village or city
in this State, where that is done 3 cents
will come off of the key rate?

A. 7Provided he does-his duty.

Q. Then it comes off?

A, VYes, sir.

Q. The testimony brought out yes-
terday, I believe, shows that about ten
millions of dollars were collected in pre-
miums for the year 1909 on the risks in
this State; is that right?

can, because
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A. Eight and a’ half million, T be-
lieve, it was.

Q. Can you figure just the saving
that a fire marshal would save to the
people of this State in the event it is
carried out along the lines suggested?

A. T figured it approximately a little
while ago; assuming that the average
rate last year was $1.47 and that eight
and one-half millions was collected in
premiums, there was about $57,600,000,
with the amount of risk specified in the
policies, 3 cents for each $100 on that
amount would be a saving of about
$173,000 in round figures.

Q. Then if we pass a bill and it is
perfected that way as we hope to per-
fect it by putting a fire marshal in
every town and village in this State that
desires it, letting them, of course, make
such arrangements as they please for his
payment, then we can save the people
over $170,000, according to your figures?

A. Yes, sir.

Q. TIs it a practical proposition?

A. Yes, sir. And as the premium
receipts increase and the amount of
risk increases the saving will be greater
because if this was to increase to sixty
millions of dollars the proposition would
go accordingly.

Q This committee knows nothing
about the 3 cent charge, but insurance
companies have given us the .general
basis schedule and put a charge against
us of 3 cents for the absence of a fire
marshal; now, if we enact a law which
will enable us to put a fire marshal in
every town and village in the State, it
would be entirely fair for the officers of
the insurance companies of the State
or for the Rating Board to cancel that
3 cents as specified in the key rate, or
it would cancel itself,

A. Tt will cancel itself, and the com-
panies will be only too glad to cancel
it the moment they have the protection
of a fire marshal.

Q. Yeu have been in the insurance
business for fifteen years?

A. Yeg, sir.

Q. What is your opinion as to wheth-
er or not an effective association of fire
marshals or an effective fire marshal law
—what is the effect it would have on
the fire losses of the State or the fire

‘| risk of the State?

A. Tt would have a tendency to ma-
terially decrease them; to mafterially
decrease the fire waste in the State of
Texas.

Q. And a consequent decrease in the
loss and the fire rate in the State?

A. Yes, sir, when you can decrease
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the loss you can decrease the rates ae-
cordingly.

Q. What is the next charge you have
there?

A. Building
cents.

Q. What is an inadequate building—
I should have said, what is an adequate
building law?

A. An adequate building law is one
that will first define a mercantile dis-
_triet, and after it is defined see that no
frame buildings or iron clad buildings
or shingle roof buildings or anything
of that kind is permitted inside of that
distriet.

Q. T see on the back of the schedules
that it was recommended that the build-
ing code of the National Board of Fire
Underwriters be used as a basis.

A. Yes, sir.

Q. - Js that character of law in force

laws, inadequate, §

anywhere?
A. Yes, sir.
Q. Where?
A. The code in its entirety, as it is

written; I don’t know, but generally,
take the code with a few modifications,
it is in use in a great many places.
Take up through the North, they follow
the National Code very closely in con-
structing buildings, especially for larger
cities and towns,

Q. Is that in the form of an ordi-
nance or a statute?

A. In the form of an ordinance of
the city or town.

Q. Is that in effect anywhere in any
city in this State?

A. T think so. I think some have
adopted it since the key rate proposi-
tion came up or went into effect.

Q. The city of Fl Pazo, it has been
suggested, has that a building code?

A. T can’t say definitely; T don’t keep
in that close touch with the details of
the business.

Q. What is next? .

A. Streets not paved in the business
section, 2 cents.

Q. Tell us what the failure to »ave
a street has to do with the fire waste.

A. Tt has this much: Take in a
town where they have muddy, heavy
streets after a rain, you can not get
the fire department to a fire; that is an
inducement to pave the streets.

Q. Take a town that has got a muddy
street, that horses and wagons and five
engines can’t get along on so quickly,
then this charge is added?

A. Yes, sir.

Q. But the direct
risk by fire is lessened?

and Immediate

A. No, sir; not necessarily.

Q. Because of the fact when it has
been raining and everything is wet there
is less danger from the fire?

A. Not necessarily; if it happened
to be struck by lightning it would burn
just as fast. :

Q. If the lightning, like Santa Claus,
comes down the chimney or stovepipe?

A. You can’t tell where it is going
to come.

Q. What is the next charge?

A. Overhead trolleys and other elec-
tric power or light wire, one cent.

Q. Is there embraced in chere the
method of wiring or anything of that
sort? :
A. No, sir; that is because they have
electric light wires overhead in the town.

Q. How else would they put them?

A. TUnderground. .

Q. Does that simply refer to the
business section?

A. Tt ought to be the entire town if
they are high-current wires. I don’t
know what they mean by that.

Q. What is the next charge?

A Conflagration hazard, obstruction
of overhead railroads and overhead
wires, two cents,

Q. Seems that there are overhead
wires in there twice? -
A. This is overhead wires here, re-

ferring to telephone wires.

Mr. Roulette—Let me answer that
question. Under item No. 17 those
charges are $imply for hazard of having
electrical wires in the town.. Number
18, conflagration, that is an obstruction
to the fire department, whatever it
may be.. You can not put up a ladder
where there are high-tension wires in
front of it that way.

Q. What next? )

Mr. Crane (the witness)—A. The
other is conflagration hazard. Construe-
tion of overhead wires, and frame
ranges and shingle roofs. Frame ranges
two cents and shingle roofs two cents.

Q. What is a frame range?

A. A frame range is practically a
row of frame buildings, practically ad-
joining, usually right in the town dis-
trict affecting the brick buildings or ex-
posing the brick buildings.

Q. What is.a frame range; does it
take a whole block or a half a block?

A. In applying this key rate ‘here,
it would have to be, I think, the way
they interpret that; probably six or
seven buildings.

Mr. Roulette—Three or more.

Mr. Crane—Mr. Roulette
three or more buildings.

suggests
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Q. Shingle roof, what about that?

A. Two cents; that applies to the
entire town.

Q. Suppose we have a town with
fifty per cent shingle roofs and fifty per
cent metal roofs?

A. The full two cents would apply.

Q. The hazard is only one-half as
great?

A. Anywhere a shingle roof got
started the fire would spread from one
to another.

Q. The initial hazard would be only
half as great?

A. The initial yes, but after it
started there might not be only one
building in town; it might start in a
building that had a metal roof and then
spread all over town to the shingle
roofs.

Q. But, on the other hand, a case
might occur where the sparks would
licht on a metal roof a thousand times
and not touch a shingle roof, wet you
.-would be charged the same as if you
had a shingle roof?

A. Yes, sir.

Q. Don’t you think a shingle roof
charge should be a graduated charge?

A. Tt would be a pretty hard propo-
sition.

Q. Dont you think a charge for
shingle roofs—don’t you think it should
be treated as a graduated hazard?
Don’t you think it should be a gradu-
ated charge?

A. T hardly think so. The charge is
pretty small, and to find out the pro-
portion of metal roofs and shingle roofs
and the composition of the roofs, it
would be a pretty difficult proposition.
You would have to see every building
before you could ascertain what that
charge would be, or what it should be.

Q. What is the next charge?

A. That’s the last one,

Q. Now the credits?

A. There are no credits for the town
of “Taylor to the key rate.

Q. T see over there in the list of
credits, No. 22, ‘“aerial” trucks; you
don’t refer to airships?

A, No, sir; that means a very large
hook and ladder; in other words, in-
stead of being a hook and ladder like
vou use in small towns, it is automatic
in- action, the ladder is a large rocker
and it ig thirty or forty feet long, with
an extension ladder of equal length;
when they get to the fire they release
that with a spring and that thing rocks
square up in the air, straight as it can
get. If they are up forty feet and want
to go forty more, you turn a crank and

the extension ladder goes on up to the
top; it takes about thirty seconds to
erect that ladder when you get in front
of a building. That is an aerial lad-
der, or rather an aerial truck.

Q. Don’t you think they ought to
have a credit larger than one per cent
on that perfected instrument?

A. No; T hardly think so; it is just

a part of the department.

Q. Water tower, for water tower in
service ?

A, Yes, sir.

Q. I thought these people had a
water tower of some character?

A. This is a kind of portable water
tower; in other words, a long pipe on
four wheels, and at the bottom of it
they can hook from four to six engines
on the extension of that pipe, some-
thing like that hook and ladder, it is
about 40 feet long with a pipe on the
inside of it that will extend up 40 feet
more and has a flexible nozzle on it;
they can regulate it from the ground.
If a building with a fire in it is very
high in a city, say eight or nine stories
hxgh they can not oet at it—they take
this water tower and put it in front of
this building, hook four or five engines
to the bottom of it, and literally flood

‘the building; in other words, making

that apparatus do the work of five or

six sets of firemen,
Q. Waterworks, where hydrants in

business portions are provided with
steamer connections; what does that
mean?

A. The regular sbandard steam fire
engines that they use in cities.

Q. Chemical engines—what is a
chemical engine? :

A. A chemical engine is usually about
two 40-gallon tanks set on four wheels,
filled with water; in the water is soda.
In a bottle inside of these tanks is
sulphuric acid. When you break this
bottle of sulphuric acid the combination
of the chemicals forms a very strong
pressure,  They take this and go
through the building and put out a lit-
tle fire with them. After a fire gets a
good headway there is not enough of
them to put out a large fire. The ob-
ject is to put out a small fire and save
the water damage.

Q. Don’t you think that deserves
very little credit—soda water and sul-
phuric acid?

A. No, sir; that combination of
chemicals will smother a fire; it takes
the oxygen out of the air and smothers
a fire.
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Q. Creates a gas that smothers a
fire just like water smothers it?

A. Tt takes the oxygen out of the
air, and, again, one reason why they
use them it only throws a little small
stream like a garden hose, and if you
have only a small stream of water in
there at a small fire, that small amount
of water, consequently you don’t get the
big water damage that you would with
a big 1 1-8-inch nozzle spraying water
clear through the building.

Q. Since the issuance of the book of
schedules of the insurance companies,
have they from time to time reduced
the rates on various sorts of risks, par-
ticularly special hazards—haven’t they?

A. Yes, sir; they have made several
amendments to that effect,

Q. For instance, on page 70 of the
book of schedules you will find an
amendment to No. 48 of general basis
schedules; it seems to be on a bakery,
cracker and candy factories?

A. Yes, sir.

Q. Bakeries, cracker and candy fac-
tories are pretty hazardous factories,
aren’t. they? All requiring a good deal
of fire, inflammable material?

A. Yes, sir; to a certain extent they
are.

Q. When was this book of schedules
promulgated ?

A. T think about January 1st.

Q. Yes, sir. At the time of its pro-
mulgation the insurance companies had
made a basis for this class of risks
before this?

A. Yes, sir.

Q. Now, April 10, 1910, they filed an
amendment which reduced the basis
from two dollars to one dollar?

A. Yes, sir.

Q. Why did they do that?

A. T really could not tell you just
why they did it; my ideas of the propo-
sition is that after making a practical
application of the schedule to the vari-
ous risks of that class, they found that
it was going to produce a rate higher
than they really wanted for the class
therefore, thev reduced it.

Q. Here is what they found, as a
matter of fact: that the people in this
class of business just would not buy
the insurance as high as they made it
and they reduced it simply to get the
1nqurance—thev are sellers of insurance
.—that is about the size of it?

A. T don’t really believe it was, but
it might have been. I am not in a
position to say,

Q. From January 1st to the 10th of
April they had not collected sufficient

information to show them that they
could write these businesses for half
the basis rate that they had  writlen
before ?

- A. According to that schedule they.
had a good many of this kind; they had
Fort Worth, where there is a good big
one.

Q. I understand, but at that time
they did not have statistics in refer-
ence to the number of' burns and that

‘sort of thing on this class of risks, and

yet they cut it about half in two within
a period of about three or four months?

A. Yes, sir.

Q. And the State cut :them’ 26 per
cent on a great deal of the other busi-
ness, and a good many of the companies
sald we can not live at thls—we must
get out of the State? :

A. Yes, sir.

Q. Don’t you think that if they
could stand a dollar cut on a two-dollar
general basis on bakeries, cracker and
candy factories, that they should have
been able to stand a 25 cent cut on or-'
dinary mercantile risks?

A. No, sir.
Q. You think not?
A. No, sir.

Q. You think, then, that mercantile
rlsks are ?reater hazards than baker-
ies, cracker and candy factories?

A. No, sir. ’

Q. You think bakeries, cracker and
candy factories are great ha.zards, do -
vou, thent.

A Yes, sir. :

Q. You think a cut of one dollar or
cutting it half in two from the general
basis rate was more equitable than the
cut promulgated by the board .on mer-
cantile risks?

A. T don’t know.

Q. That was the point I was trying
to’ get at.

A Well, T don’t know,

Morning Session, August 4, 1910.

Mr. Reedy—I offer in evidence before
the committee the following report,
showing the action of the Tyler Com-
mercial Club, which report is as fol-
lows: :

“Tyler, Texas, July 20, 1910. )
Representative,

“Hon. M. D. Reedy,

House of Representatives, Austin, .
Texas.

“Dear Sir: At a largely attended

combined meeting of the Tyler Commer-
cial Club and the citizens and prop-
erty owners of Tyler held last night
for the purpose of ascertaining the
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wishes of the insurers of this city
relating to the present fire insur-
ance laws of Texas, and to convey
same to our Senator and Representa-
tives in the Legislature, after much dis-
cussion, g motion unanimously prevailed
as expressing the consensus of opinion
of the business interests and insurers
of Tyler, as follows: That our Senator
and Representatives be requested at this
Special Session of the Legislature to
vote and use their influence for such
modifications of the existing statutes
creating the present State Fire Insur-
ance Rating Board and its powers as
will remedy the defects and afford re-
lief to the insuring public from the un-
reasonable penalties that have resulted
in excessive advances in certain fire
risks. The meeting favored and recom-
mends the retention of a State Fire Rat-
ing Board as provided for under the
present law, except that the salaries of
members thereof be paid entirely by the
State instead of by the fire insurance
companies.” -The undersigned were ap-
pointed as a committee to convey to you
gentlemen this action had at the mass
meeting last night, and in compliance
with our instructions we respectfully
submit the above as expressing the will
and desire of the business interests and
insuring public of Tyler.

“S. H. COX, Chairman.

“J. H. BULLOCK,

“J. J. DAGLISH,

“JNO. T. BONNER,

“A, HICKS.”

Mr. Cureton introduced before the
committee and requested that the fol-
lowing letter be placed in the record:

“Houston, Texas, August 2, 1910.

“Mr. Tke M. Standifer, State Represen-
tative, Austin, Texas.

“Dear Sir: I suppose you know of
the difficulty or perhaps the impossibii-
ity of getting any mew insurance under
the presemt State fire insurance law or
the present attitude of the insurance
companies. As the opening of the cot-
ton season approaches those who handle
cotton on commission are in sore
trouble for protection against fire. The
buyers use ‘Marine Insurance’ and have
no trouble. The factors will be out of
business until insurance can be ob-
tained. T suppose you realize the im-
portance of early action on the inmsur-
ance matter, and I hope it will be the
first to have attention from the Legis-
fature.

“Yours very truly,
“B. W. TAYLOR.”

Mr. Cureton—Mr. Hornberger is pres-
ent and wishes to make a statement to
the committee.

Mr. Hornberger—Gentlemen, I simply
want to make a little statement to the
committee. I merely want to state to
the committee that ours is the only
company that has its home office in
Austin, Texas, and with no idea of pre-
sumption, but as a mater of convenience
to the committee, I thought it might
be of interest to the committee to say
to them that we have the absolute record
of our business including the books and
everything as was kept in the home
office, and for any information the com-
mittee may desire we will be glad to
tender you our books. We have a ve-
cord of every policy written in Texas by
our company and every detail including
the methods of running the business,
and in faet of all of the larger towns
and cities that you might want to go
through and get information. I want
to extend this invitation not only to
the committee as a whole, but to each
member of the committee to come to
our office when they see fit and examine
our books and records.

Mr. Cureton to the witness:

Q. What company is yours?

A. The Southern National Insurance
Company.

Mr. Jalonick—I want to make the
same statement and give the same invi-
tation with reference to our company;
I would be glad to extend the same in-
vitation to the committee with refer-
ence to our office at Dallas; it is also a
home company.

Mr. Reedy to Mr. Hornberger:

Q. From what you know of the in-
surance business in Texas, do you think
it would be best to retain the fire rating
force or abolish it, with adequate powers
of course?

A. As I stated to the Senate com-
mittee the other day, I really do not
want to be put in position of doing any-
thing except working on behalf of the
stockholders of the Home Insurance
Company. For their interest it is cer-
fainly desirous that we do keep the
board in order to receive protection,
in order to be able to write out
business and not be forced by .the
larger companies to write our stock-
holders’ and friends’ business. I am
really just working for the stock-
holders of the Home Insurance Com-
pany. I believe conscientiously, how-
ever, that the Rating Board properly
run and I would say run as it has been
under the present force, would certainly
be of benefit to the people in a very
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short time, and especially so if you turn
the companies loose as they were before
that, because there would be no effort
of any consequence to reduce fire waste
and the only way it could be done is
under the proper handling by the State
and especially by the orders of the fire
mwarshal, who can order a man to re-
move gasoline or such things as that as
will cause fire. I believe the only real
way to reduce the rates will be through
the fire rating force. I did not come
here this morning prepared to take this
matter up, but I will say that especially
home companies need this protection in
order to have any chance to succeed in
business.

Q. You mean that the Texas com-
panies would have a more equal show
under the rating board law properly
managed and carried out than they
otherwise would? )

A. Yes, you take the wholesale men
and naturally they are all more or less
patriotic so long as it does not cost
them anything to be that way. They
will give » home company a policy for
a rate fixed by law when nobody else
can do better for them, but the home

 company can not take a great big whole-
sale house because the law forbids us
to take more than 10 per cent of our
capital stock and surplus in any one
risk. He has no chance to deal with us,
so he must go to the big insurance com-
panies or combination ccmpanies and
write hi§ insurance. They will write his
store, say at one-third of the rate and
then they will make an agreement with
this fellow that he shall write all of his
retailers, but they must jnsure in this
company. Every one cof these little fel-
lows must put his business in the same
company that the home wholesale man
put his risk in, and then the insurance
coi.panies can add to these little fellows
and make their rates high enough to
make up for the shortage that they
have lost on the wholesale man’s rate.
The little man, as a general proposition,
would like to patronize his home com-
pany; but when you go to him for
business he says that the wholesale
man says that he has got to put his in-
surance in the same company that he
has his in, notwithstanding you tell
him that you may be able to make him
a better rate than they have made him.
He will tell you that the wholesale man
has extended him a credit and if he does
not give this company the policy that
the wholesale man will not give him the
credit, and that is why I say we need
this law.
Mr. Caves to Mr. Hornberger:

Q. Do you know of any actual in-
stance of this kind? :

A, Yes, sir.

Mr. Seriggs—That’s right, make him
tell it.

Mr. Cureton—Mr, Hornberger did not
come as a witness this time and it was
my idea to let the out of town people
testify first.

Mr. Vaughan—It would seem there
are tricks in all trades except lawyers.

Mr. Reedy—I did not intend to tres-
pass upon the intention of Mr. Cureton
with reference to examining this wit-
ness at this time, but since we have
reached that I don’t think I quite com-
prehend exactly; I would like to ask
him this question: .

Q. As I understand you, Mr. Horn-
berger, you stated that the wholesale
man writes his insurance in a large com-
pany at a very low rate with the mu-
tual understanding between him and the
company that he writes to his patrons
or uses his influence to cause his patrons
to write in the same company?

A. Yes, sir.

Q. And while you are not under oath
it is not improper to ask this question
by way of explanation: Are the small
insurers, his customers that we have
been speaking about, required to pay ex-
cessive rates to make up his rate?

A. Yes, sir; there have been such
cases under my observation, and I will
be glad to be put under oath on this
subject.

Yes, I want to ask Mr. Hornberger
scme questions along that line myself.

Mr. Reedy—He can be sworn to the
truthfulness of the statements he has
just made.

Mr. Cureton—Well, as the matter has
gone as far as it has we will take Mr.
Hornberger’s testimony right now. I
did not intend to take it now, but in-
tended that he should only make this
statement that he did make in the be-
ginning, but I suppose we just as well
gc into the matter now.

(Mr. Hornberger was at this juncture
sworn by the Chairman as a witness.)

Examined by Mr. Caves:

Q. This perhaps will involve a little
repetition, but as I understand you did
state that you knew of instances of
which wholesale dealers had taken out
fire insurance with certain fire insur-
ance companies at a rate designated
by you as a low rate between ithe
insurer and the insuring company, the
agent of - the company rather, with
the understanding with the agent of the
insurer and the insuring company and
the wholesale dealer to use his influence
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with his customers and get them to take { up every now and then. He took me to
out insurance with this same company? | my register and showed me. You see, [

A. Yes, sir.

Q. And that he did do so?

A. Yes, sir. .

Q. And in such cases the customers
of the wholesaler in taking out their in-
surance would be charged a higher rate
for their insurance than the wholesale
dealer paid? :

A. Not a direct rate, but he often
paid more than his real rate was and of
course they were all high as a matter
of fact, but it was not a comparison to
the wholesaler’s rate and the other
man’s rate, only the other man’s rate
was increased. I didn’t mean simply an
agreement that the other fellow paid a
higher rate than the wholesaler’s rate.
Retailers all pay higher rates than
wholesalers do, anyway. Here is the
fact here; the details of the case: 1
was representing big companies at that
time and it was in San Antomnio. All
-the wholesale men were getiing very low
rates and our agent there, for instance,
in one particular case, I am going to
state that case, he took the matter up
with me and showed me the way he was
charging.

Q. What
panies?

A, I will say I was working for
Trezevant & Cochran at that time in wy
duties as special agent.

Q. President Cochran of Dallas?

A. Yes, sir. He would make these
rates on the wholesale house and he
showed me the way he was getting this

_other business on these other men.
‘Now, if T am not mistaken, he showed
me with reference to the people in the
town of Campbelltown. He said “I can
charge them more than their rate. Peo-
ple demrand their insurance and I will
make up for you and get you a good
business and make you money on this
and I can make these rates lower for
that reason.”

Q. Did he say “I can charge these

. retailers more than I can charge you or
charge them more than their just rate
would be?”

A. He said more than they had been
paying. You understand, there was a
peculiar condition at that time prevail-

.ing. There were not any regular sched-
ule rates. He could add so much onto
their rate and make them pay for these
other people.

Q. Do you know of any instance in
which these higher rates were charged
against retailers?

A. I have just stated an instance,
there at Campbellton. These cases came

is the names of these com-

have been with the home company now
for about five years and this was before
I went with the home company in my
work. Now, you take the other cases—
I know on the other hand that some-
thing is being done, but we can not get
hold of it. Lots of times we can not
get in on the wholesale business to any
extent.

Q. Why?

A. We have to of course conclude
that the same reasons exist now as then.
Since I have not been in the employ of
big companies any more I naturally can
not show it.

Q. TIs it because you can’t insure at
the rate at which they are insuring?

A. Yes; we can’t take the wholesale:
we can’t take their risks; we would not
want to take part of his business at that
rate simply to get his business at such
a low rate unless we could -get an in-
ducement to throw these little fellows
into it, but we can’t take big enough
policies to do the wholesaler any
good.

Q. What influence was brought to
bear on these retailers, if you know, to
induce them to insure with the same
company that the wholesale dealer was
insuring with?

A. Well, they were written a letter.

Q. By whom?

A. By the wholesaler. I didn’t see
these letters; I was told that; that they
would write them that we have, you owe
us so much money and we want you to
take out so much insurance to make
what you owe us and in order to make
this safe, we have investigated the com-
panies and while there may be others
the following companies we are abso-
lutely certain about; I don’t know that
these are the exact words, but something
to that effect, and we would like the
policy in these companies to protect our-
selves.

Q. Do you know of any instances
where such a letter was written by the
wholesale companies requiring the re-
tailer to insure in some certain insur-
ance company, and unless the retailer
did that, the retailer would not be ex-
tended credit?

A. Tsn’t that letter—

Q. Tt is suggestive.

A. They said “you owe us some mon-
ey, and to be safe we would like to
have it in these companies.”

Q. Did they say you must have it in
these companies?

A. Yes—you take a fellow in this
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line; you take a little fellow that owes
a big fellow some money; they don’t
have to do a whole big lot to have him
do what they want him to.

Q. Do you know the difference in the
hazard or risk for the class of insur-
ance rated with these wholesale dealers
and the hazard or risk of the class that
was being insured by the retailer, and
whether that would make up the differ-
ence in the rate?

A. T explained to you while ago, I
didn’t mean that they were really charg-
ing more than the wholesaler because
the rates are naturally different, but
they were adding on to the. prevailing
rate of the retailer and were cutting
the prevailing rate of the wholesaler;
that is what I mean. I do net mean
that they charged this man a dollar and
charged that one $1.25; these whole-
salers’ rates may have been $1.25 and
they cut it to 70 cents, something like
that, or it might have been $2 and they
have written it at 70 cents, some such
instances like that; I don’t mean that,
but similar cases have come up since
these schedules have applied.

Q. The retail rate would be $1.50
and the insurer would raise him to $2.

A. Yes, or $1.75, something like that,
to make up the average; that was the
statement. '

Q. You know of that situation?

A. Yes, that was presented to me in
my capacity in looking after the big
companies’ interests. -

Q. When was that?

A. As I say, up to the time I left
their employment. .

Q. When was that?

A. I left them five years ago.

Q. Do you know whether the same
conditions prevail today or not?

A. T don’t know it; I can only infer
it, because I am not on the inside now,
you see.

Questioned by Mr. Reedy:

Q.
just been talking about, that the patron
of the wholesaler should insure in
specified companies, companies that he
carried his insurance in, does it oper-
ate as an injustice and hardship or
otherwise on the home company and the
retailer, or otherwise?

A. Well, now, I don’t think that I
could say otherwise than that it did,
because in the first place where he was
not on the same equality to get out and
get the benefit of competition because he
was requested to put in certain compa-
nies, and in the next place the home

This agreememt that you have:

company didn’t have any chances for
business; that was the idea.

Questioned by Mr. Caves:

Q. Can you give us the name of
any of those wholesale dealers that were
involved in this question, that we may
have them testify, if necessary?

A. T don’t know the exact names, but
it seems to me the Western Grocery
Company, A. B. Frank and Company;
I would not be positive about the exact
names because five years ago is quite a
while, but all these people got their
rates very low in San Antonio, for in-
stance.

Q. The wholesaler? o

A. Yes, sir. I think that was the
name of the firm; there was M. Halff
and Company; I think you will find
something like that, particularly in my
field; San Antonio was the wholesale
point; that is why I can’t quote you
Dallas, because I was not working in
Dailas. I can say this much, that you
can probably find in Austin, I only know
it by inference, that many of the little
stores around the country are putting
their business in, for instance, the Aetna
and some other companies like that. I
don’t know the reason why; I just in-
fer that is the reason that they give
this preference; we can’t find it out
now. We just know it is a hard game
to go against.

Examined by Scruggs:

Q. You stated, I believe, that you
were here in the interest of the stock-
holders, to protect them?

A, Yes,

Q. I will ask you if the firm you are
now telling these things on, Trezevant
& Cochran, are not stockholders in your
company ?

A. By a peculiar accident they are,
not because of any particular interest
they have in the home companies.

Q. Have they stock in your com-
pany?

A. Yes, when you ask me that ques-
tion I think I have a right to explain
it to you. When this company was
first started, the big companies were all
driven out of Arkansas; they could not
make the anti-trust affidavit that the
State of Arkansas required, which made -
them swear that they were not in any -
combination anywhere in the world to
fix rates, so the big companies were all :
driven out; Tregevant & Cochran or- '
ganized a company of their own to do’
business in Arkansas during that time. .
I have stated before thé Senate that I
never had any better friends in the '



HOUSE JOURNAL.

373

world than Trezevant & Cochran, per-
sonally.

Q. I wanted to bring out the fact—

A. T want to bring out the full fact,
too. We sold our stock in Arkansas
about that time to a number of the
agents with the idea that they were to
have the company and were organized.
Then Mr. Trezevant came down and
said he wanted the company. I think
you (Mr: Seruggs) came to see me and
said you wanted the company, and I
gave it to Mr. Trezevant because I had
been working for him, and T understood
him thorough]y and I felt that if 1
could show him a favor I would under
those circumstances. Well, they got dis-
pleased with several agents who bought
our stock, and they wanted to take up
these agencies and we insisted we could
not go back on the people who had
bought stock from wus and take the
agencies away from them, and Trezevant
& Cochran bought that stock to relieve
them of the situation, and that is why
they have seven shares in our com-
pany.

Q. This case you have related oc-
curred several years before the taking
effect of the present rating law?

A. Yes, sir.

Q. You have stated severa] cases, but
you can not state the names of those
that were connected with them?

A. T can not give the exact names, I
have said. )

Q. Were you working with the knowl-
edge and consent of Trezevant & Coch-
ran? .

A. I was working as their special
agent, looking after the interests of their
company. :

Q. You with the knowledge or con-
sent of Trezevant & (Cochran made this
deal?

A. Yes, I was working for them as
their special 'agent. I went to him and
asked him why are you making this
deal for this low rate, and he told me
his reasons. That was satisfactory.

Q. You-didn’t go any further?

A. No.

Q. Your information of these things
is by reason of the fact that the whole-
sale dealer told you he got this rate
and the wholesale dealer got him busi-
ness?

A. Yes, sir.

Q. Did you see the agent who got it?

A. Yes, sir.

Q. What was the name of the agent?

A. Julius M. Oppenheim.

Q. You don’t think this business was

to throw you off to get you to pass on
the cut rate of the wholesale house?
A. I don’t think so.

Q. Don’t you think Mr. Oppenheim
was capable of making that kind of ex-
cuse to you in order to throw you offt

A. I don’t know. There was no
reason why he should.

Q. He jumped on you for cutting the
rate on the wholesale house and he was
getting something over here where there
is a much higher rate. Do you know
whether he did or not?

A. He got business where there was
lower rates at Beeville, Floresville and
other places where local agents had no
chances,

Q. TIsn’t it a fact that be had rela-
tives in each of those towns whose
business he had always written?

A. No, not in each of those towns.
I only know of one. That risk, of
course, he got that way. :

Q. Isn’t it a fact that you have had
recent occasion in a loss at Austin to
feel aggrieved at Trezevant & Cochran
and the companies they represent?

A, Yes, sir.

Q. Does that have anything to do
with your testimony that you are giv-
ing now about this case that occurred
when you were their confidential agent?

A. I think that reflection on me is
unfair, because it was called up almost
wholly unexpectedly to me. I stated
before the Senate and vou heard me,
that T was satisfied and that the ad-
juster of Trezevant & Cochran was just
as much surprised as I was when that
big English company should throw
down thig business on this woman for
six hundred dollars and urge her to
bring suit, it was simply to ruin her
business, and the adjuster was con-
demned by the New York manager for
not jumping on the case right away.

Q. I am not talking about that case.
You don’t think it is possible that the
local agent in this case could have de-
ceived you in this matfer at all?

A. T don’t know.. I say it might
have been possible.

Q. You don’t think it possible that
it might have been the local agent’s ex-
cuse in order to get you to pass on the
wholesale rate?

A. T don’t think that belongs to this
case. :
Q. Can you give the name of any
retailer who paid a higher rate than
he had been paying?

A. I can give the names of the
towns.
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Q. Can you give any names of re-
tailers?

A. T said there was people in these
different towns. I saw the names on
the books. I can not name them.

Mr. Caves—I can give the name of
the person in Campbellton. John Camp-
bellton & Son. They are the only peo-
ple there.

A. I take it so. I would not say
positive it is John Campbellton & Son,
but I think so. :

Q. That they paid a higher rate than
they had been paying in order to make
up the wholesaler?

A. Yes, sir.

Q. Don’t you know at the time you
mrade that deal with the local agent and
the wholesaler that that was in viola-
tion of the anti-trust law? ’

A. No. :

Q. Did Trezevant & Cochran know
anything about it except through you?
Did you tell them about it?

A. I would not say that. I think
this, T am pretty sure that I probably
would, when we made some of those
cheap rates that the agents would give
us their business to make up for it, to
make us money in it.

Q. But you didn’t tell them the de-
tails you are putting into this record?

A. Don’t think I did.

Q. Do you think if you had that they
would have ratified a transaction of that
kind? .

Mr. Cureton—Of course, that is imma-
terial.

Q. You did not know, you say, that
was a violation of the anti-trust law?

A. I tell you Trezevant & Cockran
would not violate the anti-trust law, but
if they can make money like that they
would do it, without viclation of the
anti-trust law.

Q. You don’t think that is a viola-
tion of the anti-trust law?

A. T don’t think it is.

Q. Did the companies represented by
Trezevant & Cochran know anything
about this transaction?

A. I don’t suppose the companies
did. T don’t suppose the Standard Oil
directors know every time one of their
representatives put somebody out of
business, but they are all taught to do
these things.

Q. Were you instructed to do that
by Trezevant & Cochran?

A. I was instructed to make money
and do business in a similar way. For
instance, I would be sent to a town to
cut the rate, snap up a line and take the
business away. I was instructed to use

my judgment about getting the business.
I don’t see why you should force me to
bring in Trezevant & Cochran. You are
probably guilty of the same things.

Q. Can you name any case where I
am guilty of the same thing?

(A member of the committee re-
marked that the committee should not
determine what these people were guilty
of.)

A. T wasn’t making charges against
individuals. I was just bringing out the
custom of the business and Mr. Scruggs
tries to mix me up with Trezevant &
Cochran, and I want to say that I can
cite him a ease where I think his own
firm at that time went in and snapped
some business.

Q. Name it.

A. Were you in with Sam O. Smith
when the trouble came wup over the
Huntsville business?

Q. I don’t remember when it came
up.
A. The firm that succeeded you, then,
but it was just about that time. The
Huntsville people were very friendly to
home companies and decided to give
home companies a line on each risk that
had some twenty-two buildings, and we
took it at the same rate they had.
Either Mr. Smith was in that firm or
Mr. Scruggs was in the firm, or it was
right after he went out, and there was
a special agent over there and told these
people if you will drop out of this home
company we will cut your rate on all
this business down below this rate, and
took it away.

Q. It is not a question of cutting
rate. The question is cutting rates un-
der an agreement to raise it on some-
body else.

Q. The question is cutting the rate
with an agreement to raise it on some-
body else.

A. The point I am trying to bring
out is they went over there and cut
their own rate all to pieces to force their
home company out of getting about one-
tenth of the business.

Q. As special agent, wouldn’t you
cut the rate on any business to hold it
for the home company against any com-
pany?

A. The special fight was because we
were paying 10 per cent contingent to
the agent.

Q. You were instructed to make a
special fight against it?

A. 1 was in that particular case.

Q. You dorn’t know of any case any
office I was ever connected with cut a
rate to increase it somewhere else?

A. I say you would cut a rate or do
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anything else to get business if you
was not violating the law if you knew
it. I don’t think that is unfair so long
as there is no law against it.

Q. (By Mr. Jalonick)—I want to ask
if this condition he found in San Anto-
nio did not exist at the time he was
with Trezevant & Cochran—if it was
. before you was special agent you found
this condition when you went to San
Antonio?

A. I guess I was partly to blame for
it.

Q. The agent made the trade?

A. The agent made the trade, yes,
sir.

Q. With the wholesaler and these
representatives of the company?

A. Yes, sir.

G. H. Harris having been previously
sworn, questioned by Mr. Cureton, testi-
fied as follows:

Q. Mr. Harris, where do you reside?

A. Taylor, Texas.

. Q. What business are you in?

A. Secretary of the Board of Trade.

Q. How long have you been living at
Taylor?.

A. Been living at Taylor going on
two years.

Q. How long have you been secretary
of the Board of Trade?

A. Secretary since December 1.

Q. How long has the Board of Trade
been in existence?

A. The Board of Trade as a perma-
nent organization with a permanent sec-
retary has been in existence since Aug-
ust 1, but it was organized with a tem-
porary secretary July 10, 1909.

. Q. What is the population of Tay-
or?

A, Estimated a little over 6000. I
don’t know what the census report is on
it.

Q. Mr. Harris, you know what the
line of your testimony is; I will ask
you to go ahead and make your state-
ment.

A. The trend of my testimony is
this: We were down before the Senate
a few days ago, Mr. Marse, Mr. Booth
and myself, and we came down with a
grievance. We had a mass meeting and
a committee was appointed to come
down here and put our case before the
Senate comiittee and see what we could
do in regard to helping local conditions.
Our fire fighting facilities have been in-
creased since 1909 and our rates have
teen raised, in some instances to a pro-
hibitive rate, entirely with some mer-
chants in some instances; just might as
well give the business up. I went around
and I got some data which is now in

the possession of Mr. Gilmore showing
the old rate and the new rate which now
exists. For instance, the Ickle Hard-
ware Company, a two-story brick, the
rate had been raised from $1.25 to $5.25
on stock and from $1.25 to $5.27 on the
building.

Q. What company did you refer to?

A. TIckle Hardware Company.

Q. Is that the new rate; is that the
rate?

A. The 25 cents off?

Q. $4.33; is that what the rate is
now ¥

A. Yes, sir,

Q. The stock rate was $1.25 origin-
ally, and now the rate is $5.307?
$5.30 or $5.27.

Is this a brick building?
Yes, sir; two-story.

And a stock of hardware?
Yes, sir, and buggies.

And the 25 per cent cut;
that apply to the stock also?

A. T suppose it does; yes, sir.

Q. Have you got the analysis of the
rate for the Eikel Hardward Building?

A. Yo, sir, I have not; the only one
I have is the one Mr. Morris submitted.

Q. Suppose we take that Morris risk,
is that here?

A. Yes, sir; that is there.

Q. Well, the building, $1 under the
old rate, has been raised to $2.41, and
the stock was $1 and raised to $2.56;
what was the stock?

A. General merchandise, groceries,
clothing, shoes, hats, millinery.

Q. What do you think of that old
rate, Mr. Harris?

Q. To speak candidly, that old rate
under the conditions that existed—I was
with Mr. Morris before I went with the
Board of Trade, and am pretty thor-
oughly familiar with the business and
precautlons that were taken in the build-
ing and the precautions, that Mr. Morris
always exercised in the management of
the business inside the store and around,
it seems to me like the rate was per-
fectly right from my standpoint.

Q. Of course, you understand when
we fix a rate, we have to fix the rate
on the precaution that the average man

orOPors

does

takes. I am speaking about this par-
ticular case. You take the schedule
there; he is charged, I believe, with

floor not standard. Classification of the
building, it is a B building; that means
brick building, detached brick building,
basis 25 cents; is that unreasonable, do
you think?

A, Yes, sir, I do;
schedule is wrong.

I think all that
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Q. You think the basis schedule is Q. What sort of a wall between the
too high? two? :

A, Yes, sir, A. T think it is a partnership brieck

Q. The building is in block, charge 10
cents for that. What do you think about
that; do you think a building in block
ought to be charged a little bit more
than one separate?

A. Well, it is isolated to a certain.

extent; it occupies the half of a block;
there is an alley dividing it from the
other half of the block; there is two
streets, the side and front and back of
the building is another street.

Q. How wide is the alley?

A. I suppose about a 20 foot alley.

Q. Den’t you think if we should
amend the law, we ought to fix it so
Mr. Marse could offer a petition with
affidavit and show that this rating here

—showing the building in block was a’

mistake, that it occupies a block with
a 10 foot exposure he should have the
privilege of filing an affidavit with the
board stating that is too high or too
low, or whatever it may be?

A. T should think so.

Q. Additional occupants, one addi-
tional, 15 cents?

A. T expect that is the coffee roaster
—the celebrated coffee roaster that has
been discussed?

Q. TIs there anybody else
building besides Mr. Marse?

A. There is now—that coffee roaster.

Q. T am not talking about the coffee
roaster; I think they will hit you with
that down further on; that will be 50
cents when you get to that; but I am
talking about these additional occu-
pants.

A. There is one firm only in the
building. In this main is the firm of
T. W. Marse & Co. exclusively.

Q. I am talking about the building
to which this analysis of the specific
rate applies, .

A. There is only one in that building.
There is a millinery store on the corner,
but it is in a separate building.

Q. Well, it does not come under this,
then?

A. I don’t know; the walls, I think,
adjoin.

Q. ‘Well, now, this other establish-
ment, where you say there is another
one in the building adjoining; who is
it in there, and what sort of a building
is it? :

A. It used to be a bank building; it
is a small building, now occupied by a
millinery business. ’

in that

wall.

Q. Any openings in it?

A. Yes, sir; there are openings at
the top; the Marse building was built
there and they had these high windows
—bull’s-eye windows—and this building,
being put up by the side of this other
building, they left these bull’s-eye win-
dows in the building. I don’t know but
what you might term it as being—I
think it is a heavy brick partition wall.

Q. How big are these bull’s-eye win-
dows? .

A. They are the ordinary size; I sup-’
pose about 24, something like that.

Q. How many are there?

A. T think—I am not positive—but
I think there are two.

Q. What would it cost to shut them

up?
A. T suppose it would be very inex-
pensive,

Q. Five, ten or fifteen dollars?

A, At the most.

Q. Well, assuming that the charge of
15 cents for additional occupant would
be a correct charge—

A. Yes, sir.

Q. That could be eliminated if the
business that is, as we now suppose—
that could be eliminated by acompar-
atively small cost?

A. Yes, sir.

Q. Now, the area of the building
appears. to be a little over 17,000 feet,
with a charge of 15 cents for excessive
area; what do you think about that?

A. Well, T think that is excessive.

Q. You think in making the basis
schedules there should not have been
so much charged for excessive floor
space?

A. Not under the existing conditions,

Q. Plate glass fronts, 1 cent? What
amount of plate glass front have they?

A. He has four show windows.

Q. Good size windows?

A. Yes, sir; two of them are pretty
good size, and the other two are corner
windows.

Q. Deficient parapets; now, what is
that?

"A. That is the—mnow, what would
they call a standard parapet; those are
brick parapets, with stone openings?

Q. How high are they, and what is
their size and thickness?

A. Now, that; I don’t know. I have
never examined to see.

Q. I will see what he means by -
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standard parapet; page 17; well, hereI

is what a standard size parapet is: to
be not less than 12 inches in thickness,
coped with stone, cement or tile, and
rise not less than 18 inches above the
roof at the lowest point; and he taxed
you 1 cent?

A. T believe there is a part—the
building has a sloping roof; the front
part of the building. I don’t know about
the thickness; the height is standard;
_the front part of the building is stand-
ard; it is brick, with stone coping.

Q. Well, of course, we don’t know
why he- charges that except he says for
deficient parapets; it may be too low
or not according to their standard; now,

the cockloft or concealed space is
charged as 1 cent on the Marse build-
ing?

A. According ‘to thaf, that is all
right.

Q. Now, metal cornice; he is charged

with 8 cents?

A. There is something we hunted
yesterday for and could mot find the
metal cornice. .

- Q: Well, that illustrates again, Mr.
Harris, that there ought to be some
economical method providing for the in-
sured filing his complaint and affidavit
with the Rating Board. .

A. While you are on that subject, I
would like to also state that the Odd
Fellows’ Hall is charged with a sky-
light, and there has not been any put in

there.

Q. That only illustrates again that
provision should be put into the law as
above stated.

A. Yes, sir. '

Q. And don’t you think this about
it, Mr. Harris, that when your policy
is delivered to you that the company
ought to be required to attach to the
policy as a part of it the analysis of
the specific rate?

A. Yes, sir.

Q. So as to give you a chamee to
show of what it is made up, and if any-
thing is wrong, to take it up with the
Rating Board and have it remedied?

A. Yes, sir; and probably some er-
rors could be rectified.

Q. For instance, if they put anything
in this list here that is mnot correct, it
can be corrected?

A, Yes, sir.

Q. And save 10 or 15 cents on every
$100 insurance carried?

A. Yes, sir.,

Q. Now, awning; one wood awning,
5 cents?

A. The wood awning; there is not
any wood awnings on Mr. Marse’s build-
ing.

None at all?

No, sir; it is metal.

Metal awning?

Yes, sir.

Well, there is a charge either
way, wood or metal?

A. Yes, sir.

Q. Wool fiocors, less than 2 inches
thick, 1 cent for each floor?

A. That is what I want to explain.
Mr. Marse has what is termed sanitary
floors; he had the lumber specially
sawed; it is inch and a quarter planks
on a cement base—laid on cement.

Q. This wood is laid on cement?

A. Laid on cement.

Q. Solid cement?

A. Cement surface.

Q. In other words, the floor is really
a cement floor with wood laid over it?

A. Yes, sir.

Q. Mr. Scruggs suggests that per-
haps Mr. Marse’s building is a two-
story?

A. No, sir; it is not a two-story
building. The back part of the build-
ing was built on a higher piece of ground
and you just go up half-way steps to
reach the ready-to-wear department; 1
suppose probably four steps, but that
is built similar to the front. The same
conditions exist there that exist in
front. The floor is the same.

Q. The floor of the furnishing de-
partment is laid on cement?

A. Yes, sir. It is just solid from the
first floor.

OrOBP

Q. What is it that supports the ce-
ment ? .

A, Tt is laid on the ground.

Q. (By Mr. Scruggs)—Here is the

ground down here and here is the floor
here?

A. Here is the ground here, and the
ground slopes off down here and they

{ have steps on this piece of ground;

there is no two-story except the double-
deck where the millinery department is.

“That is a gallery, I suppose about 14x16

or 18.

Q. All around the room?

A. No, sir; just in that corner of the
building way back in the rear corner of
the building, there is a double-deck that
they use for millinery.

Q. (By Mr. Cureton)—Well, it ap-
pears then that the charge there against
you is not justified by the schedule or
that that is put in there on account of
that deck; then that specific rate in the
schedule, it should cover it and you are
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wrongfully charged there and this sched-
ule ought to be modified?

A. And, you know, under these con-
ditions, there is no basement to the
floor at all.

Q. I thing that he has got the best
floor that has been testified about before
this committee and the inspector ought
to reinspect it.

A. That lumber was sawed especially
for that floor, and is one and a quarter
inches thick.

Q. Have you got any floors in your
town two inches thick?

A. Mr. Marse is making a part of
that grocery store floor a little thicker
than that; it is still a part of this same
building. In the grocery department he
is putting a double floor in it, on ac-
count of the heavy traffic, a hardwood
maple floor on top of the other floor,
which will make it two and a quarter
inches thiek.

Q. So, they are going to tax you for
that excess flooring?

A. Yes, sir; double flooring.

Q. Too much wood in the building?

A. Yes, sir.

Q. Waell, the ceilings, says not stand-
ard, 1 eent; I don’t know what a stand-
ard ceiling is; they all look alike to me;
here is ceiling—wood ceiling?

A. Tt is a wood ceiling.

Q. Well, T assume that there should
be a greater charge for a wood ceiling
than for a metal ceiling?

A. Yes, sir.

Q. (By Mr. Vaughan)—Did you ever
see or hear of a business house that had
floors as much as two inches thick?

A. No. sir.

Mr. Scruggs—Did you ever hear of
one, Mr. Vaughan?

Mr. Vaughan—No, sir.

Mr. Scruggs—Have you ever been to
Dallas?

Mr. Vaughan—I have passed through
there.

Mr. Scruggs—Have you ever looked at
any buildings there? I expect I could
show you twenty in Dallas with floors
feur inches thick.

Mr. Vaughan—I never heard of them.

Mr. Scruggs—If you will come down
to Dallas I will take you in my automio-
bile and show them to you at my ex-
pense.

Q. (By Mr. Cureton) Now, floor
openings, there is one floor opening;
what is that; do you recollect in the
Marse risk?

A. TFloor openings?

Q. Yes, sir.

A. T don’t know of any.

Q. Tt says floor openings, one, 5

cents.
ing?

A. There is stairway going to this
deuble-deck.

Q. Well, now, there is a place where
that building should be rerated in some
way because there is no floor opening
there and that charge should be taken
off ; there is a mistake in the rate. Sky-
lights, not standard, fourteen?

A. The only thing that is not stand-
ard about thesé skylights is that it is
not a wired glass; that is the only
thing; there is a metal frame and heavy
glass, but they are not wired.

Mr. Scruggs—It is not necessary that
they should be wired if you have got the
glass heavy enough; if you would put
a wire net over the glass you would
have the same effect.

A. Would that cover that or not?

Q. If the glass is thick enough.

A. There is an extra heavy, double
strength glass; isn’t that standard? It
is quarter-inch glass in a metal frame.

Mr. Scruggs—If you will cover it with
wire net. that will prevent any spark
from going through there; the idea is
tc protect the fire from spreading to
some other building or to keep the fire
from some other building from getting
in there if the glass should break from
the heat; that is what that charge is
for. If he will take mesquito wire or
sereens or something of that kind and
put over it to protect it to that extent,
why, then, with glass a quarter of an
inch thick there will be no charge for
skylight.

Q. (By Mr. Cureton)
few dollars he could cut
cents on each $100?

A. He is progressive enough.

Mr. Crane—Chicken mesh is not heavy
enough.

Mr. Cureton to the witness:

Q. Heating is the other one, steam or
hot water?

A. Yes, sir; he uses a stove.

Q. Electric motor, 10 cents?

A, It is a coffee roaster. That is
what it had reference to. That is the
only motor that he has; that is the
only motor in the building, that coffee
roaster motor.

Q. Exposive charges—you have got
exposive charges of 39 cents. What
does this 0. B. R. mean?

Mr. Seruggs—That means “occupied
building rate.”

Mr. Cureton to the witness:

Q. You seem to have a building
within twenty feet of the rear which is
an occupied building at the rate of $1.63

Is there a stairway in the build-

By spending a
it down 16
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from which they calculated an exposive
charge of 6 cents. That is another
building in the rear, an occupied build-
ing of $2.26, on which they carried you
33 cents, making an exposure rate of 39
cents. ’

A. ©Could that have reference to the
stables?

Q. No, sir.

A. Then what is it; there is no other
building there that I know of?

Mr. Crane—If I remember right, he
Las in the back a stable of some kind—
I do not remember, is some kind of ware-
house, I believe, but it is a place where
they make coffee rates. It is twenty
feet in the trear of the brick building.

Mr. Cureton to the witness:

Q. Do you think exposure charges
are too high, the stable and the crate
factory?

A. T do not know. Mr. Marse him-
self realizes that the crate Dbusiness
would add to the risk to some extent.

Q. There is a fairly good test of it;
suppose the insurance company would
say to Mr. Marse if you will agree to
write in your policy a clause to the ef-
feet that if the fire originates from
either of these exposures, or is com-
municated by either of these exposures,
then that the policy shall be void as
against the company, would he be will-
ing to do that and cut out the 39 cents
exposure?

A. No, sir; he is too good a business
man to accept it in any such way as
that. He would not accept it under any
conditions. Under no conditions would
he accept anything like that.

I was speaking to see if the ex-
posure charge in the first place was more
than the traffic would bear.

A. T think it is unreasonable from
this standpoint, that the exposure you
are speaking of is on a street, a wide
street.

Q. Twenty feet?

A. Yes, sir; it is fifty feet wide, it
is fifty feet to this exposure. That is,
it is fifty feet across the street, the
wide street. It is the back part of the
building and the back part of the build-
ing is on another street; they have the
entire width of the street there.

Q. It is marked twenty feet here?

A. The risk is twenty feet from: the
«building, but I mean the other side, the
risk faces on two streets. There is an
exposure there.

Q. He had not put any exposure
against you on that?

A, Well

Q. I see the occupancy is marked

general merchandise with a coffee roaster
and millinery; they make an occupied
rate of $1.97 on the building, that is
the unoccupied rate and occupancy
charge make $1.97. The occupied rate
being $1.82 the sum of the various items
which we have heretofore referred to.

A. That is for the key rate. Does
that include the key rate?

Q. Yes, sir; that makes the total
rate of $2.36 on the building, $2.48 on
general merchandise and the coffee
roaster and $2.50 on the millinery?

A. Yes, sir,

Q. The occupany charge was fifteen
cents; that is where the coffee roaster
comes in, and ten cents more for the
motor ? .

A. Mr, Marse was advised by an in-
surance man that he had a gasoline
motor, was that insurance man—he had
a gasoline motor—he was advised by
the insurance man that if he would take
that out and that his insurance would
be less, so he took it out and put in the
electric motor and the insurance was
ten cents.

Mr. Secruggs—The gasoline motor
would have been twenty-five cents or
fifty cents. He only charged him ten
cents for it; that is correct, it is a
good deal less.

Mr. Cureton—Q. What sort of a
business is this coffee roaster?

A. That built absolutely as near fire-
proof as it is possible to build a build-
ing of that kind. Tt has the cement
floor and it is built cut off from the
other building, entirely separated and it
could burn for twenty-four hours and
never connect with the other building.
It is not a separate building, but the
walls are so thick. It has an additional
brick wall. Tt has fire-proof doors made
out of metal with metal fastenings,
which at a certain temperature will melt
off and rot. That coffee roaster could
burn up and never injure the other part
of the building at all,

Q. How large is the roaster?

A. Tt has four—

Q. In what manner is it heated?

A. Tt is heated by charcoal. Each
roaster has a capacity of two hundred
pounds, I think. The machinery is
worked by an electric motor and carries
the coffee to the roaster and carries it
away from the roaster. The fioor of
the “furnace room is nlade of cement
and the walls are made of brick, and
it is located on the second floor.

Q. Where is the list of exceptional
charges there on the other building, here
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is $2.89 as he had got it on the other A. T do not think that he ought to
building. have come here at all. .

A. There are two for the same build- Q. Why is it those agents: got so
ing. ‘ ) busy?

Q. Here is a charge for exceptional
charges of rubbish and untidiness, five
cents. You know what that refers fo?

A. No, sir; I do not know. Mr.
Marse has always been very careful in
that respect.

Mr. Crane—We usually find in places
accumulated a lot of trash.

Mr. Scruggs—That could have been
trash in the near of this millinery es-
tablishment.

Mr. Crane—It may have been,

Mr. Cureton—This shows that this is
on the box-making factory apparently.

Mr. Crane—I don’t believe then that
is charged up to that. .

Mr. Cureton—This is in the rear of
202 Third Street.

Mr. Crane—That’s the box-making es-
tablishment and a separate risk alto-
gether.

Mr. Cureton to the witness—Q. An
exceptional charge of five cents for
ashes and oil waste, five cents. The
building seems to be classified on a
basis of $1.15, but then there is a
charge of the key rate which makes it
$1.867

A. That is the box factory.

Q. Then he could give you an occu-
pancy charge for 40 cents, making the
occupied rates $2.56, exposive charges,
56 cents, exceptional charges ten cents,
making the rate $2.92 on the box fac-
tory?

A. Yes, sir; that will be away with-
in sixty days.

Mr. Seruggs—Then you will get 40
cents credit on your exposure charge.

. The Witness—On the coffee roaster,
00. .

Mr. Seruggs—Then you will get it
back down to $1 rate.

The Witness—There is one thing that
is the thing to ask. M'r. Thompson has
4 lumber yard there and his rate
Jumped up from $1 to $2.50.

Mr. Cureton to the witness—Q. 1T see
his rate is marked here $3.54 now?

A. These insurance agents got very
busy and Mr. Thompson’s rate is now
one cent less than it was in 1909. He
was ready to come down here with us;
he was coming here to give a talk to
the committee, but he had nothing to
talk on after that was done. They took
the matter up with him and reduced
his rates. Don’t you think he ought to

have come here and talked with the
committee? i

A. Heretofore they did not seem so
anxious for business, but after we came
down here last Thursday it seems like
they got telephone messages on Friday
and after that they met on the streets
and says we are willing to take care of
Mr. Marse’s business. We are sorry we
did not get it. Before that they would
sit up in their office and wait for them
to come to them; didn’t seem to be
anxious for our business. One agent
says to me, come up to my office, 1
want to show you something. He told
me that Thompson’s rate was wrong,
and then I went and talked to Thomp-
son and told him he was getting cheap
rates. Another agent said that the rate
wasg figured out wrong and that Mr.
Thompson’s rate was right—that it
ought to be $3 and something. The
agents got busy around there, too, and -
Thompson says I can’t go with you fel-
lows down there, he says they have got
together and my rate is 99 cents. He
says you fellows keep on going down
there and we will get it on down fur-
ther yet.

Mr. Cureton to the witness—Q. Mr.
Marse himself is going to get a lower
rate?

A. I promised you gentlemen that
you rely on Mr. Marse; I will say it
in Mr. Marse’s behalf that these errors
will be corrected. Another thing that
puzzled us, our fire-fighting facilities
are better now than they have ever been
before. Our streets are being macadam-
ized and we have bought a chemical en-
gine and built a new fire station and
put in new hose and still the rates are
increased. We have got a record as
good as any town in the State, I be-
lieve. 1 don’t believe there is any town
in the State that has a better record
than Tavlor, -

Q. Taking up the analysis of the
key rate of the town of ‘Taylor, T will
first direct your attention to the water
waste; the standpipe wuses cushion
pumps and duplicate single boilers and
carried for that is made for twelve cents
on the key rate. Some of the testimony
that hag been introduced heretofore it
would indicate that your standpipe is,
insufficient, that the standard of the
water system ought to be 110 gallons
for each merchant, 50 gallons is esti-
mated for personal use and 50 gallons
for reserve in case of fire. Do you

know the size of your standpipe?

)
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A, I do not know; the standpipe is
over 100 feet high, though. It is as
large as you will find in any town of
that size.

Q. Are your pumps in duplicate?

A. No, sir; I think not. We have
two boilers there and only get credit
for one. The waterworks have an ice
plant in the same building, and they
have this extra boiler there that they
get pressure from in case of fire. We
are not getting credit for that condi-
tion, and I think we ought to have
credit for it.

Q. I think the key rate if it was
turned over to the board will be re-
vised, and you will get credit for that?

A. We ought to have credit for it,
~and we haven’t got it. I believe the
key rate ought to come down as low as
49 cents.

Mr. Reedy—MTr.
something about a
another thing—

Mr. Cureton—I was simply referring
to the water facilities.

Q. T noticed in this morning’s paper
the following dispatch:

Taylor, Texas, August 3, 1910.

In consequence of the long drought
and’ the scarcity of water in the Taylor
Water Company’s reservoirs, the com-
pany has ordered the discontinuance of
the use of water for sprinkling pur-
poses and has declined to further sup-
_ ply the city’s sprinkling wagons with
the necessary dust-allaying fluid from
the city’s hydrants. A temporary ar-
rangement has been made, however, with
the owners of the Williams Bros.” ar-
tesian well for a supply of water for
street sprinkling purposes until the Tay-
lor Water Company’s supply becomes
more prolific.

It would appear from that dispatch
that your actual water supply is defi-
cient?

A. That has occurred last year and
several times previous to that. These
conditions has resulted on account of
our water supply coming mainly from
the San Gabriel river. It is pumped
five miles, and these conditions will ex-
ist unless they get an extra reservoir.
These conditions have existed in the
past but there never has been any seri-
ous inconvenience from it.

Q. In your rates you are not charged
anything for intermittent water supply.
Here is a condition that is utterly
disastrous to your town, but you are
not carrying anything in the key rate
for it. Personally, I think you should
be charged for it, because it makes a

Cureton has said
chemijcal engine,

hazard on your property and everybody
else’s property greater, or to a certain
extent, but we have never suffered from
that,

Q. That’s all they do? .

A. I mean in this way: This ery
gets out about every summer when the
least drought comes on; this is a ery
sent out by the waterworks people to
keep the people from wasting water.

Q. In this key rate you are not
charged with that charge; they charge
you on things that is almost immaterial
and overlooked; the biggest charge
which is your whole water proposition,
the water ifself?

A. I will agree with you in thaty
it could be a serious thing in some in-
stances where there was any cause for
loss by those conditions.

Q. He charges you of having less
than 75 per cent of meters; he charges
you for that one per cent?

A. Yes, sir.

Q. Your pumping station is a frame
building and he charges you for that?

A. Yes, sir.

Q. It is occupied by another occu-
pant and he charges you for that ten
cents.

A. Yes, sir; that is the ice plant.

Q. Now, about frame building for
the pump station; don’t you believe as
a matter of precaution that every town,
whether it has a charge made or not,
that the .pumping station ought to be
concrete or brick building?

A. T do; and T will state that the
manager there is perfectly willing to do
everything possible in that respect. We
had him before us when this thing came
up, and he offered to do anything pos-
sible to reduce that key rate. Under the
conditions now existing, our key rate
ought to be about 49 cents, and with
the additions that he intends to make
to the water plant in regard to moving
this ice plant away from it and putting
up a brick, I believe our key rate will
drop down to be lower than that. I be-
lieve we will have a very fair key rate.

Q. Supply mains from reservoirs and
pumping station to service distribution
not in duplicate and no intermediate
storage reservoir, a charge of 2 cents.
Water mains not wholly of cast iron, a
charge of 5 cents, '

Mr. Roulette—On page 12, No. 2,
water supply not according fo standard,
at least 10 per cent below standard, 2
cents. Probably my hydraulic engineer-
ing department. can get in communiea-
tion with the mayor and arrange the key
rate. -
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Q. Wags the water there at that time?

A. Yes: I can show you the same
volume of water there now in these
reservoirs that was there when you were
there. Our reservoir is as full as at any
other t{ime, and our water supply is
what we would have under ordinary cir-
cumstances.

Q. When the river is dry, would you
have enough water to continue that
supply?

A. Well, for 30 days, yes, sir.

Q. Would have in case of a conflagra-
tion a 30 days’ supply?

A. Yes, sir.

Q. I would like to ask this gentle-
man if a gentleman at my office has not
written the mayor a letter within some
60 or 90 days ago, showing how the key
rate could be reduced from 71 cents to
19 or 21 cents?

A. T have heard nothing of it.

Q. In every town and city in Texas?

A. T tell you I don’t know. I think
when you write this, you ought to send
a copy of it too, if they have a chamber
of commerce or board of trade, the sec-
retary of such institution, because they
are in the interests of the people and
probably the mayor might overlook a
thing of that kind, while it would be to
the interest of me or any other of the
secretaries’ interest to take the matter
up direetly.

By Mr. Cureton:

Q. Fire hydrants, 50 per cent over
300 feet apart in mercantile section and
over 600 feet apart in the residence sec-
tion. That is a matter that could be
changed without very much trouble?

A. Will be changed.

Q. You realize that that change
ought to be made whether there is any
insurance rate or not? Fire department,
less than five paid men, a charge of 5
cents. Can you remedy that without
expensive cost?

A, It would be expensive. We only
employ one man at present; that is the
driver; he has charge of the station and
the chemical engine.

Mr. Roulette:

Q. On the point of population, police
and fire charges are based upon popula-
tion. You know we could not accept
the old 1900 basis; we therefore took a
uniform system of securing from the
mayor the population of the town, and
the railroad guide population and from
the city directory, if any, the population,
and then divided the total of these three
by three for an average. As soon as the
official census is promulgated the key
rate will be changed. In this case, sup-

pose the official census of Taylor shows,
I think Taylor shows 6,000—suppose
that the official census shows that they
have only 5000, that charge for the fire-
men will be wiped out at once. I wanted
to make that clear to the committee.

A. According to the average census
given out by other towns, I expect we
may have 4000.

Q. By Mr. Cureton—I will ask you
(Mr. Roulette) this question in connec-
tion with the new key rate. Don’t you
think towns ought to be classified accord-
ing to population, for instance, towns up
to 15,000, we will say, ought not to be
taxed in the same proportion for busi-
ness or police regulations and fire de-
partments that cities of larger size than
that should pay because of the hazards
of the life of a city, in a small city
where the ordinary hazard is not near
so great as in cities of larger size?

Mr. Roulette—The charge for police is
measured, in my opinion it is not—

Q. The hazard of a town is increased
by traffic, of 15,000 or 20,000; below
that population, don’t you think the key
rate ought to be classified and its
charges eliminated and made smaller?

A. No, I don’t. I think you dis-
criminate then.

(Mr. Cureton resumed examining the
witness. )

Q. Hook angd ladder truck, none. You
have none in your town?

A. No.

Q. That is a charge against you of
2 cents for that.

A. The chemical engine is connected
with it: it is a hook and ladder com-
bination; it is a combination wagon
with a chemical engine; we have not a
separate one.

Q. Probably you ought to have a
credit for it.

A, Tt is the latest.

Q. TFire marshal, you have none? Fire
alarm system, you have none? You have
a telephone system throughout the whole
town?

A, Two.

Q. We suggested that there ought to
be a credit for the telephone system.

A, That is where we get all our
alarms,

Q. Ninety-nine out of every one hun-
dred in small towns come in by tele-
phone?

A. Yes, sir.

Q. You have no building laws ordi-
nance?

A. We have a fire limit and have a:
building ordinance within the fire limits,
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Q. It says “adequate building laws,
5 cents.”

Q. Streets not paved in the business
section. T understood you to say they
are paved in the business section?

A. We have placed orders, but they
are not yet paved.

Q. Overhead trolley, power or light
wires, 1 cent. Conflagration hazards,
obstructions, railroads and overhead ha-
zards, fire range and shingle roofs, 2
cents. I suppose you have those hazards
in vour town?

A. Yes, sir. Ought we to have sone
credit for macadamized streets?

Q. There is nothing marked for
streets not paved..

A. The residerce portion is being
macadamized. The main street will be
of vitrified brick. We have placed the

order, but it is not done. The residence’

portion is being macadamized as fast as
we can work on it.

Q. Streets not paved in the business
section, 2 cents. I think where you have
paved streets in the business section you
ought to have ecredit for it. If the
theory is correct, that is, it is harder for
firemen to get to a fire on an unpaved
street and harder to get to the residence
section on unpaved streets, there ought
to be a credit along those lines, per-
haps.

A. T should think we ought to have
a credit for macadamized streets.

Q. What do you think of the key
rate system as a method of rating, look-
ing towards the promulgation of the in-
centive to towns to improve and stop
the fire waste and fire hazard?

A. Well, T think it is a good thing
in one respect, and I think it is bad in
another. I think if you gave a just and
thorough examination and have a cer-
tain example to go by, I think it is
good where it does not increase to too
great an expense; it is merely to force
the people to improve their fire fight-
ing apparatus and facilities, but I don’t
believe they ought to be taxed too heavy
for that.

Q. T am not asking you whether it is
too high or too low—the present one.

A. T will admit that it is necessary.

Q. But taking the key rates as a
whole and taking the key rate system
and analyzing the various risks, what
do you think the effect will be?

A. 1 believe it will tend to improve
their fire fighting flacilities; we are
figuring now on having a fire marshal.
We thought if we can employ a fire

marshal and pay him a certain salary
or amount of mopey each year—

Q. Employing fire marshals in vari-
ous cities of the State would save the
State something like $200,000.

A. We figured, T forget the figures,
and the merchants figured that it would
save a good deal of money in the town
by reducing the key rates.

Q. Insurance rates in your town;
have they been increased or decreased by
key rates?

A, In some instances they have been
decreased.

Q. What has been the general effect?

A, The general effect is about the
same, but we are not fighting that part.
We didn’t come here on that proposi-
tion; we are fighting the mercantile
rates.

Q. We are trying to get at the whole
thing, and you probably think I am on
both sides of the question. As a matter
of fact, T am on neither side of it. I
give every man the same sort of exam-
ination. You say you have a board of
trade in your town?

A. Yes, sir.

Q. Your rates prior to the taking
effect of this board law on business risks
and buildings were lower than they are
now?

A. Yes, with some exceptions.

Q. With some exceptions. For in-
stance, some were a dollar and they have
been raised three or four dollars?

A. Yes; some were four dollars and
they raised to nine dollars.

Q. Indicating that the business risks
before that were either too low or else
they are mnow too high, one or the
other?

A, Well, from one standpoint you
might take it that way. From another-
standpoint it might be that they just
figured they could get more money by
raising the rates. That is the inference
I put on it, because I have data here
that shows that insurance companies
have been making money for 1909. :

Q. The point I am getting at is, the
rates were either too low then or they
are too high now?

A, Well, to answer you candidly, we
don’t think they were too low, because
the hazards and our rating being almost
immune, we felt really entitled to these
rates.

Q. T will read to you a little disser-
tation here, an essay by Prof. Lester
W. Zartman, who 1is a professor of
economics in Yale University, reading
from page 207, his subject being “Dis-
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crimination on Insurance Risks,” and
here is what he says., I want to see if
this condition applies to the town of
Taylor:

“Taking up in order these varieties of
rate discrimination, we first ask why
there are preferred classes of risks.
These classes exist because of the de-
sire on the part of the companies to
assess rates in such a way as to arouse
the least opposition. There are many
analogies between fire premiums and
taxes; as with governments—which have
always found it necessary to levy taxes
not so much with regard to the ques-
tion of their being ideally just as
to the question of whether they can be
imposed without raising a storm of op-
position—so it is with the fire insur-
ance companies., They have found that
they can levy high rates on dwellings,
on contents of dwellings, on churches,
school houses, public buildings and kin-
dred risks without causing much opposi-
tion. The reason is not far to seek.
The rates on dwellings as a class are
low, absolutely speaking;  a few people
have large values, so that the premium
on each risk is moderate and usually
causes little objection to be made. Sup-
pose there is some opposition to the
dwelling rates; it may result in a man
complaining to his neighbor that the
rates on dwellings are too high, and the
neighbor may agree with him; but this
is about as far as the opposition ever
gets. In the same way high rates on
churches, schools, and similar property
cause little opposition, but how different
is the situation if the companies make
an increase in rates on mercantile or
factory risks. Practically every city has
its trade organization, a chamber of
commerce, or a board of trade, composed
of the leading business men of the ecity.
Even a small increase in rates on risks
owned by these men makes a great deal
of difference to them, for here values
are large. An increase in rates on risks
owned by these men means opposition
—and opposition which counts, for the
organization already exists by which it
can be concentrated. The influence
which these boards of trade and similar
organizations can have upon legislation
is so powerful that any rating organi-
zation thinks twice before it raises rates
upon mercantile and manufacturing
risks.”

Q. Now, do you agree with Prof.
Zartman about the general conditions of
this proposition?

A. Well, I do to a certain extent.

Q. Have those conditions obtained in
Taylor?

A. To a certain extent.

Q. You had a Board of Trade there?

A. But then it was not organized and
in condition to take up these things. I
have the book of minutes and things of
that kind; it didn’t amount to anything,
you might say.

Q. But since the first of January
when these insurance rates were put up
you have perfected the organization and
now have a paid man?

A, Yes, sir.

Q. The evidence heretofore has
skown that the mercantile risks in this
State were rated lower in proportion to
the hazard than the residente rates
were; I was trying to see if that condi-
tion obtained in Taylor.

A. The merchants don’t pay it, the
people pay it; ultimately the people
pay it: The condition is this, while the
merchant is being raised to a certain ex-
tent he figures a certain amount of cost
on his merchandise when he puts it in
his house, fire insurance and everything
else, and a decrease in the value of the
stock the minute it is put on the shelf,
so that stock is going to cost him addi-
tional.

Q. Suppose I go to Mr. Marse this
evening and say I want a pair of shoes,
All right, here is a standard pair of
shoes marked $4.00. I will say, well, I
will not buy this evening; I think there
will be some change in your town; 1
will buy tomorrow or next day, and to-
morrow some reduction is made in the
insurance, how much is going to come
off of my shoes?

A. Not a cent.

Q. What good would it do?

. A. It would give the merchants an
opportunity to use it as an excuse to
advance prices; some of them, reliable
merchants, would not, but a certain
class of merchants would.

Q. What was the average residence
rate in your town prior to the taking
effect of the board law?

A. T really don’t know.

Q. About $1.257

A. 1 suppose about $1.25, I think
that is about what it was. :

Q. You actually had business risks
down there in the business part of your
town, even lumber yards, millinery
stores, box factories, coffee roasters,
paying a smaller rate of insurance than
the residents have dome, isn’t that true?

A. Well, in proportion, yes, sir; but
you take the mercantile risks, we dom’t
class that with the residence risk in any
way. : .
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Q.- But we farmers have to pay for
it all in the end?

A. That is very true, it all comes
out of the consumer, but you take a
cendition where you give some people a
club to use over the farmer they are go-
ing to use it. We don‘v think they were
too low compared with our rating now.

"Mr. Cureton—Therefore, I suppose,
Mr. Chairman, we would like to intro-
" duce in evidence a list of business men
in the town of Taylor including the
risks and rates and let it go in the re-
cord.

0Old | New

Rate Rate
A. Bain, stable......... 5.25($6 ,31
‘G, B. Brieger, shop. 3.25 31
¥. Kutsgchbach, sho 1.40 59
Hoch Hardware Co 1.25 84
Commercial Hotel 1.60 22
Koock & Co., stock 1.60 46
Taylor's Laundry... 2.50 58
J. A. Thompson, lumber yard.. 1.00 64

J. A. Thompson, office......cc...cc.ofornns

A. Thompson, office...........

G. A. Richter, stock......... 1.25 30
G. A. Richter, warehouse 2.50 19
H. J. Peterson, stock.......... 1.25 67
Prewitt Hardware -Co., stock. 1.00 72
T. W. Marse & Co., stock..... 1.00{ 2.58
T. W. Marse & Co., building. 1.00 41
Fosters’ Laundry.... 4 .50 81
Taylor Bottling Co..... 1.00 17

orwood Co., furniture. 1.30 68
Forwood Co., stable.. 4.00 57
Taylor Bedding Co.... 4.00 33
Taylor National Bank.. 1.25 79
J. J. Thames, building. 1.25 24
J. J. Thames, stocK............... 1.35 55
Cltﬁ National Bank, building... 1.00| 1.34
J. Melasky, building............c..ccoo.oo o 93

J. Melasky, stock....
Wolters & Rhode...
Booth & Mendel...........
Stasny & Holub, building..
Stasny & Holub, stock...........
Eikel Hardware Co., building...
Eikel Hardware Co., stock.
W. H. Davis, building
W. H. Davis, stock
Speegle Bros., build
%peegle Bros., stock..
irst National Bank, }
Sturgis Gas Co., building.
Stureis Gas Co., stock.....
J. Melagky, building.....
A. E. Dabney, stock..
F. E. Edwards, stock...
Carl Grau, building....
C. Schlemmer, stock..
T. H. De Lay & Co...
Bowers Building.....
‘H. Melasky, stock.............
Hague Grocery Co., stock..
Bowers Building....
H. Grant, stock..
Carl Grau, stock...........
Dan Murphy, building.

Dan Murphy, building. 25 10
Otto Schill, stock............. 25 36
Mrs. F. T. Cook, building.. 50 15

Eckhardt & Murphy.....
Bohls Bros., stock.........
L. H. Goldstein, P. O..
L. H. Goldstein, frame.
Aderholt Gin.......
Citizens' Electric

COmMPANY.....c.ccovverereereererrreeinneens .

C e e e e e e e T T T T e T ~
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Old | New

Rate| Rate
Diamond Roller Mills...................... 2.55/$5.85
Diamond Roller Mills, warehouse...| 1.25 $3 62
Hartman Gin.......ooooovveivievr 4.00! 4.10
Taylor Cotton Oil Works, mill. . .
Taylor Cotton Oil Works, gin..
Taylor Produee Co................oooorr o

Q. (By Mr. Reedy)—There is nobody
representing. your town—rather repre-
senting the residents or residence people
of your town before the board or before
this committee, but merely represent
the commercial interests?

A. And tle residence interests as
well, when it becomes necessary, but we
had a mass meeting of merchants in re-
gard to the conditions and at the mass
meeting there was a committee ap-
pointed to take this matter up and come
down here.

Q. You represent that interest?

A. Mr. Bowles and myself, and there
was nothing said in regard to the resi-
dence rate, consequently we are putting
the fight on just what was brought up
n the meeting.

Q. The residence people have no com-
plaint to make at this time?

A. They have made none.

Q. (By Mr. Jalonick)—I infer from
your statement to Mr. Cureton that you
think the result of the application of
this present law has been beneficial in a
way in that it has caused the different
towns in Texas to increase their fire
fighting facilities and in towns where
there is no fire fighting facilities, to re-
move trash and improve their premises
te get the benefit of lower rates as a
general principle, but that there are
scme instances perhaps and some errors
in this law that if they were remedied,
but the principle of giving a lower rate
te the man who has got a better risk
than one who has got a baa risk is a
good law?

A. T think so.

Q. Now, Mr. Harris, I am advised by
Mr. Roulette that he submitted a propo-
sition to your people, that is he advised
the mayor of the town or transmitted a
letter to some one down there, and I as-
sume you have not seen it, that at an
expense of about $5000 or $6000 that
your key rate could be reduced to 21
cents; you have not seen that let-
ter, but he advises me that such a let-
ter was transmitted to some ome in
Taylor and that if these improvements
were made which would approximately
cost 5000 or $6000 that your rate could
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. be reduced to a possible key rate of 21
cents, I will ask you if that reduction
could be secured at that expense
wouldn’t it be better for Taylor to
make these improvements, not entirely
for the purpose of securing a reduction
in rate, but for the improvement in the
protection of the town? ,

A. A reduction of the chance of fire,
anything that would improve our con-
dition, would be beneficial, but it would
be at our expense.

Q. That is true, but you get a reduec-
tion in your rate that would perhaps
pay a great part of the expense; that
protects your property.

A. But we are having a key rate and
are not getting credit for it, that is,
without it improved our fire fighting fa-
cilities.

Q. But what I want from you, and
you have said that the principle of the
law is good, though it is subject to im-
provement?

A. A good deal; yes, sir.

Q. Now, referring to the Marse risk
with the coffee roaster in it; the present
rate is $2.53; now, you state that Mr.
Marse will take out the coffee roaster—
intends to do it?

A. 1t has been sold.

Q. It will be removed from the prem-
ises?

A. Yes, sir.

Q. But at the same time the occu-
pancy charge of 33 cents will also be re-
moved and at the same time the motor
will be taken out because that operates
the roaster. Now, with these credits,
together with an error of 3 cents—wher-
ever an error has been made the actuary
would be glad to correct it—then at an
expense of perhaps $15 or $25 a wire
mesh netting could be put over these
skylights which would eliminate a
charge of 33 cents. These credits, by re-
moving the coffee roaster and where he
has a roaster, together with these cred-
its I have mentioned, amount to $1.02,
which would bring Mr. Marse’s rate
down to $1.51. Now, a further reduction
of 25 per cent, that would bring the rate
down again to $1.13. The board has
also ordered that the charge for addi-
tional occupancy will be 7 1-2 cents in-
stead of 15. After that is made Mr.
Marse would get a rate of $1.05 1-2.
Now, don’t you think Mr. Marse will
have a better risk after these hazards
have been removed and is entitled to
-these reductions?

A. T do.

Q. Wasn’t that rate given to him
several years ago before the -coffee
_ roaster was put in there?

A. T couldn’t answer; I wasn’t there
at the time.

Q. T believe I can state that it was
and that rate was given to him before
these hazards were added, and in the
operation of the present system of rat-
ing with Mr. Marse that his risks now,
with these hazards removed, will be ap-
proximately the same as it was before
these hazards were put in there, which
proves that the increase in these rates
was brought about under the present
system by the extra hazards that he put
in his building. We will take Mr.
Eikel’s hardware store. Mr. Eikel is
charged—what is his rate there, $5.25?

A. Five dollars and twenty-five cents,
I think it is.

Q. Did you know that Mr. Eikel had
25 pounds of dynamite in his store at
the time that rate was made?

A. I have heard so, and also that
he had it in 1909 before that rate was
got; these conditions are the same to-
day as they were then with this excep-
tion, in 1909 Mr. Eikel, in the rear of’
his store, had a frame building. The
frame building now has been removed
and an ironclad building put in its
place, which should decrease it to some
extent.

Q. (By Mr. Jalonick)-—Well, I will
ask you, Mr. Harris, is there an ordi-
nance in your town prohibiting the
storage of dynamite of more than
twenty-five pounds in one place?

A. I can’t answer that.

A Voice—I can answer that in de-
tail. There is an ordinance with refer-.
ence to the storage of dynamite, but
just how much I can’t say. That is
within the city limits, and there is an
ordinance prohibiting the storage of
dynamite and such things within the
fire limits to a certain amount, but I
can’t state from memory just how
many pounds it is.

Q. Well, don’t you think, Mr. Har-
ris, that twenty-five pounds of dyna-
mite not only increases the hazard of
fire if it should occur in that building,
but it is a hazard to the life of every-
body within a radius of 1000 feet of
that building?

A. Well, yes, sir; and I want to ask
you this question: That if he is carry-
ing dynamite in excess of the ordi-
nances that that is up to him and that
iz between him and the city?

Q. If it is between hin: and the city,
but the city don’t enforce the ordi-
nance; did they? ’

No, sir.

Q. Now, if the insurance companies

make this inspection and charge Mr. —
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increase Mr. Eikel’s rate 2 1-2 per cent,
and by reason of that heavy penalty of
one-half of his rate here—5 per cent—
forces him to remove that dynamite
from that building, haven’t the insur-
ance companies done the people of Tay-
lor a service?

A. Yes, sir. Will the removal of the
dynamite put his rate back to the same
rate it was—$1.25?

Q. The removal will reduce the rate
two and a half per cent?

A. How much will that bring that
rate down; to the old rate?

Q. His rate here is $5.30, and when
the dynamite is moved out, which may
perhaps save a great many of the lives
of your people, his rate would be $2.807

A. Still that rate is increased over
what it was.

Q. Yes, sir; that is true.

Q. (By Mr. Cureton)—Now, as a
business man and a man having the
interest of the people of Taylor and
everybody in mind, do you think it an
unjust charge to have to put such a
charge against the storage of dynamite
as would force every merchant to take
dynamite out of the business part of
town?

A. T think it is a wise move from
a protection standpoint, but here is
what I want to get at; will the removal
of the dynamite give him the rate of
insurance he has been insuring for in
1909? He still is charged with an in-
crease.

Q. Yes; I understand.

Q. (By Mr. Jalonick)—The insur-
ance companies are doing the people of
Taylor a service?

A. I will admit that in this one in-
stance, that the insurance companies are
doing the people of Taylor a favor, in
this one instance.

Q. Now, Mr. Harris, there is a
charge here, in Mr. Eikel’s rate, of twen-
ty-five cents for an accumulation of
empty barrels and boxes on the premises;
twenty-five cents. Now, as Secretary of
the Board of Trade, don’t you think
that the companies, by making that
charge here, are helping you and your
friends in cleaning up the town and do-
ing everything that is for the benefit of
Taylor in making that charge to force
Mr. Eikel to move these boxes and bar-
rels from his premises?

A. T think it is. If Mr. Eikel is fur-
nished with that schedule, and where
these points are emphasized I think it
is good, but if it is just massed to-
gether and he don’t understand why or
where, I don’t think it is any benefit.

Q. I will ask you to look at this
rating of Taylor, which is a public doec-
ument and is filed with the Rating
Board in Austin and there is a ecopy
of it in the hands of every agent in
Taylor?:

A. Yes, sir,

Q. Now, right here is file No. 171,
No. 548, Main Street, east side, is this
property; a hardware, two-story brick
building; rate on building, $5.44; rate
on stock, $5.30. That is the property
on Main Street?

A. Yes, sir.

Q. Now, right below there; I will
ask you to please read this footnote in
litile print there; No. 1, right below
there.

A. T can’t make that print out; you
read them. ‘

Q. No. 1, charges six cents; in the
front of this book is a defect key rate,
which Mr. Eikel or any man has access
to, because it is a part of the book;
No. 1 is “parapets, not standard”’; there
is a charge for that,

Mr. Reedy—I just want to correct
Mr. Jalonick’s statement that this book
is accessible to any man. In the city
of Tyler this book is not accessible to
the insuring public, and is only in the
possession of the local agents of the fire
insurance companies.

Mr. Jalonick—Now, for Mr. Reedy’s
information and those present here, I
will say that these books are in the
hands of agents, and will be glad for
them to show them to every insurer in
Tyler, how his rate is made, showing
the information you may term general,
and if any insurer in Texas, whose risk
has been specifically rated, he can se-
cure from Mr. Roulette an analysis show-
ing in detail every charge that has gone
into the making out of a rate. On the
back of the rate-book for every town in
probably all of the rate books in the
towns of Texas, there is a note which
reads as follows:

“The analysis of the specific rates and
information as to improvements that
can be made to decrease the fire hazard
and the insurance rate of each risk will
be cheerfully furnished, upon request,
by C. B. Roulette, fire insurance actuary,
Praetorian Building, Dallas, Texas.”

Mr. Reedy—I want to make this fur-
ther statement in that conmnection at
the instance of Mr. Roulette that by rea-
son of the great expense these books
can not be furnished to every individual
insurer, but that they are furnished to
the local agents for the inspection of
the general public. This statement is
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made at the suggestion of Mr. Roulette,
I want to make this further- explana-
tion for myself, that I made request of
the local agents at Tyler for the right
to inspect one of these books and was
told by two of the agents that they
were for their. private use, and that
they could not be shown to the publiec.
Mr. Jalonick—Just a minute. I want
to call Mr. Harris’ (the witness) at-
tention to go further into the de-
tail of the rate of Mr. Eikel,
printed in very large letters in this lit-
tle book, is this notation: “Note—
Twenty-five pounds of dynamite in the
above building.” That information is

in this book, and is in the hands of

-every insurance agent in Taylor.

Now, Mr. Reedy, in reference to your
suggestion that you are unable to se-
cure a sight of thees books in Tyler, I
will quote Section 9 of the board law,
the present law: ‘Schedules and local
tariffs filed in accordance with the pro-
visions of this act shall be open to the
inspection of the public, and each local
agent shall have and exhibit to the pub-
lic copies thereof, relative to all risks
upon which he is authorized to write
insurance.”

The Witness—I would like to ask Mr.
Jalonick if I can get this book.

Mr. Jalonick—This one belongs to the
Fire Rating Board. Mr. Roulette can
send you one, and if he hasn’t an extra
copy, if there is an extra copy at our
office, T will be glad to get it for you.

Dudley Stephenson, being duly sworn
as a witness, and examined by Mr. Cure-
ton, testified as follows:

Question. Where do you live?

Answer. At Hillsboro.

Q. What is your business?

A. T am a lawyer by profession.

Q. Are you a member of the Legis-
Tature?

A. Yes, sir.

Q. Mr. Stephenson, I'll ask you if
you made any request of the insurance
men at Hillsbore for information as to
the preparation of comparative rates
between the old and the new law?

A. Yes, sir—Mr. A. W, Young.

Q. This letter in my possession and
dated July 26, 1910; is that a letter
that he sent to you for your use?

A. Yes, sir; at my request. ‘

Q. This letter, gentlemen, is as fol-
lows:

“Hillsboro, Texas, July 26, 1910.

“Dear Dudley: In compliance with
your request, I have prepared a state-
‘ment showing old and new fire insurance

that

‘rates and the rates reduced by the Fire

Rating Board, and I enclose copy for
your use.

“I wish to call your attention to the
large number of reductions in rate made
by the companies, and I especially in-
vite your attention to the fact that in
each case where a rate has been raised
it is on account of extremely bad physi-
cal conditions. In nearly all cases

"these bad physical conditions can be re-

moved and a material reduction in the
rates secured at a very small cost. In
some cases, a8 on the Masonic Lodge
risk, there are a number of frame and
iron clad buildings exposing, making it
a bad risk. But in nearly every case
the new rates established by the Fire
Rating Board are lower than the old
rates prevailing prior to January 1,
1910.

“A careful study of these rates will
convince you that the people of our city
have been benefited by the new law.
Practically every residence in the city
is lower, and many business risks are
lower even bhefore the Fire Rating Board
made a further reduction.

“At the time this law was passed, it
was generally expected that certain cities
would be hit pretty hard, for the reason
that they had enjoyed the cut rates at
the expense of the balance of the State.
Indeed, this state of affairs is the direet
cause of the passage of the act. There
had been rank discrimination for sev-
eral years, and {he Legislature deter-
mined to stop it. .

“T feel absolutely certain that the Fire
Rating Board is able to and will handle
the situation with entire satisfaction to
the vast majority of the insuring pub-
lic. I know of no law that would meet
the approval of the people more cer-
tainly than the one we now have, and
my honest opinion is that it should be
left severely alome. It is possible that
the Fire Rating Board may be able to
make some suggestions for strengthening
the law. -

“Very truly, your friend,
“A. W. YOUNG.”

Mr. Cureton, to witness:
Q. Now, you have heard the contents

| of this letter; I’ll ask you whether or

not of your own knowledge you know
the facts stated by him to be true or
false?

A. They are true, especially with the
residence rates; they have been ma-
terially reduced. I have had some ex-
perience myself. My residence under the
old rate—as a rule, the insurance agents
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shere when our policies run out, they‘

just write it and send it to us by mail.
My policy was renewed under the old
law, and my premium for a three year
policy was $33. I discovered afterwards
that it was written under the new law;
that is, it was renewed under the new
law, and I called the agent’s attention
to the fact, and I got a rebate of about
$8, T think it was.

Q. Your residence rate was then cuf
about one-fourth?

A. Yes, sir.

Q. Has the basis of risk in the town
been cut or not?

A, That’s my understanding. I talked |

with the insurance agents, and I talked
with one of them over the phone yes-
terday just before I left. They insist
that the majoritv of the risks have
been reduced, and especially in every
‘case. where there were no extra hazards.

Q. In the list prepared and sent to
you, the first risk there is the Citizens’
National Bank, for 1909 was $1.55 and
the new rate reduced it to $1.20, and
since the reduction made by the board it
is now 90 cents?

A, Yes, sir; I find in the majority of

instances they are greatly reduced un-
less it is where they have some special
hazard.

Q. I notice the risk of R. O. Potts,
$1.40, reduced to 87 cents?

A, Yes, sir.

Q. 1T also notice here the risk of Me-
Donald’s barber shop, it was $1.60, and
it has been reduced to $1.307

A. Yes, sir,

Q. You have examined the list and
know it is true personally, in a number
of instances?

A. Yes, sir.

Q. This represents a list of the busi-
ness men of Hillsboro?

A. Yes, sir; I don’t know whether
that covers all the business risks or not;
that is all of the risks written by all of
the companies or not, those are the ones
at least by Mr. Young. I don’t know
whether it covers more or not. It evi-
dently covers all the business risks.

Mr. Cureton—I offer in evidence in
this connection the following tabulated
statement showing the comparative rates,
this being the statement made by Mr.
Young and sent to Mr. Stephenson, and
about which he has testified:

Ly

New Rates
Old Rate New Rates put in force
Comparison of Fire Insura.nce Rates in in force promulgat- July
Hillsboro, Texas. . Dec. 31, ed Jan, 1, 1910, by Fire
1909 1910 Rating Board.
Blde. | Stock | Blde. | Stock | Bidg. | Stock
Citizens Natlona.l Bank......oocoocooiiniivienieeieeeen $1.65 [$1.20 {$1.30 {$0.90 130

Graham &
*Taylor McMillan ...
*Guthrie, Turk & Co..
R. O. Potts...............
Smith & Tomlinson Co
*McDonald Barber Shop...
. R Masterson...........
H. Ellington & Co..

Hillsboro Dry Goods Co..
Mrs. Lomax...............
*Groves Howard
*Misses Walling.........c..ooooocerins.e,
Collins & Cummings, office building..
Hill Co., furniture (vacant).........
*Western Union
*Express Office
J. E. Martin..
Carver Buildi v
Maxwell's stables...
Wilkerson & Satterfield, .
Sturgis National Bank..................
*City Drug Store, (75¢ excess vola.tlles)
*Edens Bros., (50c excess volatiles)...
Cand, thchen. (50c gasoline).......
Old Rock Building .....cccocoovvverovinecnne
T. B. Bond, ($1.00 for excess volatiles)...
*White Swan Cafe, (2 occupants)
*Metro ohta.n Barber Sho;
urk, (50c for gasoline)..
Fa,rmers National Bank

J. J. Clark, restaurant...
Sweeney Bowling Alle
L 8. Tephtz. dry goods..
P Mittentha

...(81.55

40 50 16 34 .87

45 60 50 80 13

60 75 81 98 30
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35 60 23 53 93
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New Rates
. i Old Rate New Rates put in force
Comparison of Fire Insurance Rates in in force promulgat- July 11,
Hillsboro, Texas. Dec. 31, ed Jan, 1, 1910, by Fire
1909 1910 RatingYBoard.
Blde. | Stock | Blde. | Stock | Bldg. | Stock
*+Tom Martin, groceries. $2.20 1$2.45 |$3.80 |$3.97 ($2. $2.75
*TConfectionery store 2,20 .45 | 3.80 | 4.07 | 2. 2,84
‘Wades Livery Stabl 15 1 8.15 | 2.97 | 2.88 | 2. 2.01
Wicker, drugs. 1.95|2.05)1.50|1.71 1, 1.29
Dry Goods..... 1.95{ 2,565 2.76 { 3.01 | 2. 2.18
Fox Market.. 1.95 (2.20 | 2.76 | 3.01 | 2. 2.18
S. W. Brister.. 1.8512.00 1156 1.76 | 1, 1.32
*Young & Estes.. 1.85 | 2.00{1.56 ;1,76 | 1, 1.32
*W. H. Turner, ¢ 1.8512,10 1.56 | 1.86 | 1. 1.33
Rotan Grocery Co................. 90 | 1.00 ] 1.21 | 1.46 . 1.10
W. S. Wilson & Co., 1.00 | 1.00 .87 .87 . .65
Wm. Adam........ocovvievnieieinininen, 1.35(1.60} 1.96 | 2.07 | 1. 1.55
Bond-Turner, old stand, east . 1.7511.95 )| 1.85 | 1.78 | 1. 1.34
Bond-Turner, new stand, west side of stree 1.65|1.70 | 2.18 | 2.25 | 1. 1.69
Second-hand Furniture Store.... 1.601 1.8 )1.75(2.05]| 1. 1.54
Loftin Feed Store.........c....... 1.75 [ 1.90 | 2.08 [ 2.08 | 1. 1.56
Masonic Lodge, building.. 2.75 1 2.55 | 5.62 | 5.19 | 4. 3.83
Jas. Harrington.......... 4.75 | 4.75 | 6.88 | 5.31 | 5. 4.62 .
Blasingame...... 5.00| 500 | 6.88 | 5.06 | 5. 3.80
‘Wear Hotel.. 2.50 | 2.50 [ 2.32 1 2.37 | 1. 1.78
Post Office.........cc.cceeenl 2.30 | 2.05 | 2.55 |1 2.24 | 1. 1.68
S. L. Robertson, groceries........... 1.560 | 1.65 | 3.33 { 3.03 | 2. 2.27
J. W. Parks, furniture, warehouse. 6.10 | 5.35 | 7.34 | 5.77 | 5. 4.33
‘W. F. Dixon, furniture, warehouse 48514.45]12.6812.66 ) 2. 2.00
J. W. Parks, furniture................. 2.20 1 2.00 f 2.68 | 2.66 | 2. 2.00
2.30 1 2.20 | 3.0713.07 ) 2. 2.08
2.30 | 2.20 | 3.07 | 3.12 | 2. 2.12
2.20 1 2.00 | 3.07 | 3.02 | 2. 2.12
Hill & Meredith, ($1.00 for gasoline 1.55 11,60 | 2.85 | 2.85 | 2. 2.14
First State Bank 2.15)1.65 | 1.52|1.46 | 1, 1.10
Moving Picture, building. 3.30 [ 3.30 | 3.33 | 3.34 | 2. 2.51
Restaurant................... 1.95 | 1.90 | 2.19 | 2.41 | 1. 1.74
Matthew, tin shop............... 1.9511.90 ( 2.19 | 2.31 | 1, 1.66
Moore, Hunstead & Co., buggies. 2.25 | 1,90 | 3.28 | 3.25 | 2. 2.44
E. B. Phelps, undertaker... 2.4512.35{2.592.72 1. 2.04
V. Tomcik 2.45 |1 2.35 ] 2.59 | 2.77 | 1. 2.08
Chas. Gebhart.... 2.0512.1512.12 12,15} 1, 1.62°
Monarch Grocery Co., ($1.00 for gasoline) 1.65 | 1.65 | 2.74 | 2.77 | 2. 2.08
Farmers Bakery .........c.cc.ccoiiivieannniineninens 1.50 | 1.7512.19 {1 2.26 | 1. 1.70
Smith & Tomlinson Co., (Franklin street).. 1.45(1.60|1.82]1.92 /1. 1.44
Farmers Market. 130 )1.55)1.65|1.90 1. 1.43
Flanagan Bros... 1.30 | 1.60 | 1.21 | 1.44 . .96
*Walter & Hafner. 2.05 ] 2.25 | 3.71 | 4.07 | 2. 2.75
*L, Brin............... 2.05 [ 2.25|3.71 | 3.97 | 2. 2.73
*Chas. W. Beck..... 2.05 | 2.25 | 3.71 | 3.87 | 2. 2.65
*Hooper Drug Store. 2.05 [ 2.25 | 3.71 | 3.97 | 2. 2.76
iStar Confectionery.. 1.5511.75 )| 1.85 | 2.09 { 1. 1.57
*H. F. Robey......... 1.9512.05 {238 1275 1. 1.85
*Restaurant..... 1.95[2.05 | 2.3812.75! 1. 1.85
*W. H. Hord...... 1,95 2.05(2.3812.75 1§ 1. 1.85
*Jno. Q. Chrisman. 1.95712.05 ] 2.38 [ 2.55 | 1. 1.70
T. H. Findley.......... 1.5011.65|1.54;1.68 ;1. 1.26
Robey Bros., 1.8512.00}1.73]2.01 ;1. 1.44
Restaurant..........c.......... 1.8512.10 | 1.73 } 2.11 | 1. 1.52
Singer Sewing Machines.. 1.95(2.10 { 2.74 | 2.79 | 1. 1.95
Cleaning & Pressing.. 1.9512.20 | 2.74 | 2.74 | 1. 1.95
Cockrell & Keeton.. 1.95|12.00 | 2.74 | 2.74 | 1. 1.95
Sowell, Cyrus & Co 1.50 1 1.65 | 2.06 | 2.11 | 1. 1.58
. H. Boegeman.. 1.35|1.50 | 1.09 [ 1.29 . 97
Mirror..........ccoce.u. 1.75 | 1.80 | 3.01 | 2.88 | 2. 2.16
Lyon-Gray Lumber Co 1.00] 1.00 (1 8.9518.951| 6. 6.72
.Methodist Church....... 1.25 1 1.25 .93 293 e
Hill County Record O 1.90 1 2.10 , 2.45 | 2.56 1.85
Garage................... 2.10 1 2.10 | 4.66 | 4.74 3.41
Cleaning and Pry 2,101 2.20 | 4.66 1 4.74 3.41

Dwelling rates, Erior to January 1, 1910:
Frame dwelling with shingle roof, basis rate.....
If flues are built from ground, deduct.....
If metal flues are used, add 10c to .
If occupied by tenant, add
New dwgllmg rates in force January 1, 1910:
Basis rate $0.38
If flues are built from ceiling, add
If flues are built on brackets, add
If occupied by tenant, add. .15
Under the old rate the average Hillsboro dwelling, occupied by owner, would rate at
$1.00, %lus the exposures. Same dwelling, occupied by tenant, would rate at $1.25.

_Under our new rates the same dwelling would rate, occupied by owner, at 88c, and
occupxed by tenant at $1.03. Many of our dwellings have flues built on brackets. Such
dwellings would rate at $1.00 and $1.25 according to occupancy under the old schedule, and
at 73c, and 88c according to occupancy under the new schedule. -

*No Fire Wall. *fNo Fire Wall.—Gasoline kept in dangerous manner. ... _ . . =i

i{Telephone Exchange, second floor. o laad
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Afternoon Session, August 4, 1910.

W. C. Dugger of San Marcos, being
sworn as a witness, testified as follows:

Mr. Cureton—You may just go ahead
and make your statement.

The Witness—Now, in the first place,
they have rated us without any water
works at all, when we have got as good a
water works system almost as thereisin
the State. They were taking up the mains
and putting down larger mains when
this man was there rating the town, and
how in the world he come to rate us
without water works I don’t know. We
put down eight-inch mains, bran new
mains; they had been lying there four
or five months; we have a reservoir
about 165 feet above the town, and we
have got as fine pressure as there is any-
where in the State. ’

Mr. Vaughan, to the witness:

Q. Have they given you any credit
for your water works system since you
laid you mains?

A. No, sir; our key rate now is 89
cents.

Q. Then that charge for water works
or rather for not having water works,
should be eliminated?

A. Yes, sir. Then he puts us down “fire
department wholly voluntary,” when we
keep two paid men there all the time.
We keep two paid men there all the
ime day and night for the purpose of
hitching up the horses in case of a
fre.

Mr. Vaughan:

Q. Did you have the two paid men
there at the time these rates were fixed?

A. Yes, sir, for the last year or two
theyy have stayed there every night in
the house; they sleep there, and when
the alarm is turned in it is their busi-
nes to hitch the horses.

Mr. Cureton, to the witness:

¢. Mr. Dugger, they attempted to
rat? your town under the book of sched-
ules as fixed by the insurance com-
paries, and on page 11 the 2 cents
charged for fire department—you see,
a standard fire department for a city
is 1 full paid fire department, consist-
ing of five paid men for each five
thousand inhabitants or fraction there-
of, and one hook and ladder truck and
all men sleeping in the building, ete.
Thit is one hook and ladder truck for
so many population; goes on and pre-
sciibes the kind and character of hose
to be used, ete. :

A. Yes, sir, I understand that; that

. have got none.

is for a first-class city, and ours is a
second-class town, I know that.

Q. They charged vou 10 cents extra
for that?

A. Yes, sir, on account of being a
wholly volunteer department.

Q. Your idea is that in fixing the key
rate that you should have had some
credit for the fire department that you
did have?

A, Yes, sir; I don’t think we ought
to be charged up with that 10 cents.
The basis rate on a first-class town
would be different. For instance, take
under the old schedule, the basis rate
would be about 25 cents difference.

Q. They have not attempted to fol-
low the old schedule at all; they have
made a schedule to apply to all cities.

Mr. Seruggs—What is the key rate of
that town?

The Witness—Eighty-nine cents.

Mr. Seruggs—The high rate is due
to the error in the exposure tables;
wherever the key rate goes over 70 cents
that exposure tables double up; that
goes across the street.

Mr. Cureton, to the witness:

Q. You say you have a first-class
water system?

A. When this rate was made they
were taking up the four-inch mains and
six-inch mains and putting down eight-
inch mains, so unless it was that fact
that made them rate us that way, I don’t
know what it was. We had good water
works, but these mains were not large
enough, and we were taking them up.
Now they place the system deficient and
charge us for that.

Q. How about the police system?

A. They have marked or rated that
deficient too.

Q. Under the police system as put
in that book of schedules it says that
at least two paid men for each 2500
population or fraction thereof.

A. Well, we have only one. On the
fire marshal, we have got nothing. We
have none. On the building laws, we
Now, on the streets—
we have got every street in San Marcos
in good shape; we put down cobble-
stones and then gravel and ’doby on top,
and it is that way all over the whole
town nearly. We first put down cobble-
stones abouf eight or ten inches all over
the street with it and then top that off
with gravel and ’doby.

Mr, Cureton, to Mr. Scruggs:

Q. If the streets are in the condi-
tion bhe says they are, ought there to be
a charge of 2 cents?
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Mr. Scruggs—A macadamized street is
not a paved street.

The Witness—They are better streets
than they have here in this town.

Then here is something about frame
range and shingle roof; how does that
apply?

Mr. Seruggs—All of your dwellings
are shingle roof?

A. Yes, sir; most of them.

Q. Haven’t you got some frame build-
ings in rows?

A. Yes, sir; off of the square. We
have got on the square two frame
buildings only; then when you get off
of the square down towards the de-
pot there are about five down there.

Here is the rate; I want to show
you that.

Mr. Cureton, to the witness:

Q. Then this 50 cents under your
statement should be eliminated?

A, Yes, sir; 60 cents it is. .

Q. And the 2 cents for the paved
section would make 52 cents. Then un-
" der the fire department; under the
rules he has put it correctly, whether
or not you should have ecredit for a
" partial fire department is a matter per-

haps for the Rating Board to determine
and not us. These people evidently
rated it correctly according to the rules
made by the insurance companies, but
whether or not that schedule is correct
1s one that the Legislature will have
to determine or some one else appointed
by the law. Now, take the charge of
52 cents off, which is under your state-
ment an incorrect charge, then that
would leave your key rate 37 cents.

A. Yes, sir.

Q. Of course, if your water works
system is not technically correct, with
the start you have you can make it so?

A. Yes, sir; we tested it out; day
l.)efore yesterday the fire company tested
it and found that it was twice as good
as it has ever been before.

Q. Have you got a fire alarm system?

A. No, sir.

Q.. Have you got telephones over the
town?

A. Yes, sir; two different systems;
two exchanges.

Q. All over the town?

A. Yes, sir.

Q. Are they open at night, all night?

A. Yes, sir, and all of our fire
alarms are turned in there; either get
connection at one place or another.

Q. Mr. Scruggs, I think the fire
alarm system for these little towns; I
believe the telephone system would be

more practical and be of more serviee
than the fire alarm system.

Mr. Scruggs—What are you going to
do if yvou have got a telephone system
in the big towns too; what are you going
to do with the question of discrimina-
tion?

Mr. Cureton, to the witness:

Q. Go ahead. -

The Witness—The alarm is turned in
there by the telephone, and when the
telephone rings, it rings the bells, one
of the bells giving the fire alarm,

Mr. Scruggs—What do you do when
the girl goes to sleep? )

A. She don’t go to sleep.

Mr. Cureton—You mean it automati-
cally rings the bell?

The Witness—Yes, sir.

Mr. Scruggs—That’s impossible, un-
less the telephone girl rings the bell.

The Witness—She does ‘that; she
rings it the same way, with electricity.

Mr. Seruggs—What if she is away or
gone to sleep or anything of that kind?

The Witness~—She don’t go to sleep:
it is her business to stay up all night.

Mr. Seruggs—How many are on duty
at a time at night?

"The Witness—One and two; two the
first part of the night and one the lat-
ter part of the night.

Q. Suppose she has to 'go out for a
call of nature for five minutes and a fire
gets started?

A. We have two exchanges there, and
if one don’t get it the other will.

Mr. Cureton, to the witness: ‘

Q. You can bring your key rate fo
37 cents by having it correct? |

A.  Yes, sir. I went around and took
this up and took all the rates and the
best risks over the town. Turn there
to page 7; I want to show you sore-
thing there; that last one there on :he
page there, see that $5.48 and $4.45!

Q. What is the number? i

A. Numbers 214 and 215. This B
building there. The building is wriften
until after January first—it used to be
written at $1.35. I used to write it ny-
self, $1.35 and $1.65 was the highest
rate put on it. It was written up on
January first, 1910. Now then the mte-
on that is $5.48 on the building ?nd
$4.45 on the stock. They have got tnat
man charged up a dollar for gasoline
when he never sold gasoline in his life.
He will swear that he never had any
gasoline in there at all. I went thire
yesterday and ‘went all through Ms
place. !
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Mr.  Scruggs—Any of his neighbors
have gasoline?

The Witness—I don’t think there is
any.

Mr. Seruggs—If there was any with-
in 30 feet of him, he would be charged
just the same.

The Witness—There is some on the
corner away out in the back yard. The
city won’t allow them to keep it inside.
He has also got a man charged with an
awning there who never had an awning
in his life.

Q. That charge is due to a mistake
of the inspector?

A. Yes, sir; I know that.

Mr. Cureton, to the witness:

Q. And not to the law?

A. No, sir.

Q. There is a charge of a dollar?

A. Yes, sir.

Q. Has this man ever notified the
insurance company that he had no gaso-
line there?

A. He never did know what he was
charged for until yesterday; I went
through and showed him. You know,
the agents down there wouldn’t let me
have this book (rate book for San Mar-
cos). Do you know how I got this
book? An agent walked off yesterday
and turned his back and let me steal
it. .He sajd he couldn’t let me have
the book, and if they found out I had
the book that he would lose his busi-
ness. I wouldn’t tell you today who I
got it from.

Q. Now, Mr. Dugger, if we put a
provision in this law requiring the in-
surance companies to furnish you—to
furnish each policyholder with an anal-
ysis of his specific rate, as well as the
key rate of his town, don’t you think
it would be an improvement over the
present system, because it will give to
each insurer the analysis of his rate,
and he can then take it to the Rating
Board under a system which we can de-
vise and adjust these rates when there
was any mistake; wouldn’t that be an
improvement in the law?

A. Yes, sir; I think so; a big one.

Q. All right; go ahead.

A. Now, let’s see; on that first fel-
low’s risk there is another error or two
in that charge, $1.05; you see the para-
pet walls there; they have got him
charged with walls not standard parapet
roof and they extend two and a half

_ feet, above the wails. I was up there
yesterday evening.

Q. What is the.thickness of them?

A. Thirteen inches; same thickness
of the wall.

Mr, Vaughan—You think none of the
parapet is less than eighteen inches off
the roof?

A. No, sir; it is more than that:
there is one place about two feet, and
another is two and a half.

Q. (By Mr., Cureton.) That means
that the walls are not standard.

Mr. Crane—No; one is a defect
charge, and that is the charge for that
defect.

Q. On No. 1 he is charged 15 cents
for defective parapets?

A. Yes, sir; two of them is two and
a half feet, and one is two.

Q. What is the thickness?

A. The two on the outside is thir-
teen and the other is about twelve; the
one through the center is twelve; there
are two buildings, you know, and on
this one it is two feet and on the other
one jt is two and a half feet on the
outside.

Q. Well, of course, if he has got the
standard parapets, why he ought not to
be charged with that 5 cents. That is
a matter that he would probably get
corrected by calling attention to it.

Q. (By Mr. Scruggs.) Do you know
what a standard parapet is?

A. Two and a half feet.

Q. Above what?

A. Above the roof.

Q. Above what part of the roof?

A. Well, the basis of the roof there.
Of course, if you put them two and a
half feet above the comb on the roof,
it would have to be five or six feet
high,

Q. Do you know how thick the par-
apets have to be?

A. 1 don’t know exactly.

Q. You say he has got a standard’
parapet? :

A. T don’t say that I know what a
standard parapet is.

Q. You don’t know whether that is a
standard parapet or not? '

A. 1 don’t know what you people call
a standard parapet. I don’t know what
the rule is.

It would be eighteen inches
above the highest part of the roof.

A. Well, mine would have to be six
feet high; there ain’t one in Texas.

Q. I éan show you a dozen right out
down the street there.

Mr. Reedy—Mr. Chairman, I want to
call attention to the fact—I may be
very wrong about it, but these individual
grievances in a book hurriedly gotten up
and admitted to contain some possible
errors, can’t serve as a guide for us in
making a bill or in passing a bill that
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would be effective, and I think that per-
haps with two or three exceptions such
as we have had, we might perhaps get
along without so much of this as' an
economy of time and labor. I have some
such special grievances as that in the
book I have got, where the people have
given the difference between the old
rate and the new, but I feel like it
would be burdensome on the time of the
committee and not likely accomplish
much good to take up the time to go
into individual matters that way.

Witness—I don’t think you have got
any here where the rate is $12.27.

Q. (By Mr. Cureton.) Where you
have a rate of say $12.27, that rate
has been obtained by the simple appli-
cation of the rules laid down, hasn’t
it; I am not saying whether the rules
are right or wrong?

A. Idon’t know. I used tounderstand
the old Hartford tariff. I have been out of
the business for a short while—for some
little time, and I understood that thor-
- oughly. I could take the old Hartford
tariff and make rates anywhere, but I
have not studied that book since it was
gotten out; that is all bran new to me
in the last few days. I used to be in
the insurance business about twenty
years, and I went out, but the people
seemed to think I was the man to attend
to this.

Q. The old Hartford tariff, in the
first place, was not always adhered to
in San Marcos or anywhere else?

A. Yes, sir; possibly that one was—

Q. If it was possible to get it—when
the fellow did not hammer you down to
the lower rate?

A. The Hartford tariff was $1.

- Q. The old Hartford tariff made no
attempt to classify the elements of the
various hazards and risks; it just sim-
ply classified your towns?

A. Yes, sir, it did; just as much as
that book right there.

Q. It had an analysis of that char-

- acter?

A. It had something similar to that:
it may not have been word for word,
but it was as much a book as that and
it goes on and tells you how to make
these rates and everything of that kind.

Q. Now, what do you think we ought
to do?

A. About this business?

Q. Yes, sir.

A. Cut out this board and let them
go back like they were; that is what
I would say. -

Q. All right. Now, how are you
going to put them back like they were?

A. Cut out the board and turn the
board loose and let them go on.

Q. Now, let’s see where we will be if
we cut out the board.

A. Cut out this board business and
let them go right back where they were.

Q. All right. If we were to cut out
the law, let us see where we would be;
you will find that the insurance compa-
nies have been permitted under the law
to have established a legalized trust or
combine for the purpose of making rates
—the identical rates of which you are
now complaining; you will find {hat they
have, by employing a rate bureau, which,
in itself employs some seventy-five or
one hundred men, and give them a quar-
ter of a million dollars for fixing spe-
cific rates absolutely on about 100 towns
in this State, and perhaps on the greater
amount of the insurable property of this
State, and they have fixed these rates
and fixed them so high in your town
that you want the law repealed. Now,
where will you be if we repeal the law
and leave the Rate Bureau and leave
these gentlemen already in possession
here in charge of the rules that were
established by a lawful trust and com-
bine?

A, If you will leave it that way,
they will be like merchants or business
people; they will fix them so they can
simply get together, just like they had
them.

Q. They do not have to get together
now?

A, Well, they will bust up.

Q. The proposal has already been
made and accepted by the high contract-
ing parties; they are already together;
it is not a theory but a condition which
confronts us: here is their books; every
agent has their books; the combine and
the {rust has been made; you may re-
peal the law, but you can’t prosecute
their combine.

A. Well, it would not last long, be-
cause some of it would bust up.

Q. Why should they bust it?

A. Just like they have always donme.
Since I have been in business I have
seen a half dozen times, some fellow will
lead the way and I did business—

Q. They never did bust up until the
anti-trust law put the Jalonick Rating
Bureau out of business,

A. It is already out of business;
whenever you knock this thing out, you
put them right back under the anti-
trust law.

Q. The produce of the bureau is al-
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ready in the hands of every agent in
the country, and they are working by
it.

A. Tt is my idea that when you get
one started to break, every one will go.

Q. Let’s see if that is the right thing,
the testimony here, without any con-
tradiction and without any variance and
beyond any doubt, shows that the resi-
dence rates all over the State have, in
the main, been reduced some 20 or 25
per cent; there can be no question about
it; it is without contradiction or vari-
ance; every witness testifies that the
residence rates of the State have, in the
main, been reduced 20 to 25 per cent,
and that the people who carry insurance
on residences comprise three-fourths of
the people of the State. Now, we say
that has been done under these rates
and under this Rating Board; now, on
the other hand, the testimony, without
contradiction and without variance,
shows that the business rates of the
State have been raised from a few cents
up to two or three hundred per cent in
some instances; all right; and that the
business rates of the State cover about
three-fourths of the property. Now, if
we repeal the Rating Board and the
companies compete as you say they will
compete, and the business risks cut down
still in that way to have benefited three-
fourths of the wealth of the State, and
on the other hand, if we keep the rate
as it now is, we will benefit three-fourths
of the people of the State; now, with us
it is money on one side and the people
on the other. Which would you ben-
efit?

A. Let me show you. Before. this
thing ever came up our rate on dwellings
was 95 cents where the flues were not
built from the ground and where they
were built from the ground the rate was
70 cents; that is reasonable; nobody
kicked at that kind of a rate on dwell-
ings. Now then, on the other hand, you
take our business risks and I mnotice
that the wholesale men down there, his
business rate was $1 and sometimes he
got it at $1, and then a little fellow
that is in a confectionery store there got
the same rate that the other fellow did,
so that there can be no discrimination.

Q. Do you know what the residence
rate in your town was?

A. Yes, sir; I have got my dwell-
ing right; today they want $1.35; I did
pay 95 cents.

Q. Your present residence rate
$1.357

A, Yes, sir.

is

Q. Now, according to
mony ?

A, Some of them was $2.

Q. According to your testimony, and
I accept it to be absolutely frue, your
key rate is 52 cents too high; let’s take
52 cents off of $1.35, and you would have
a rate of 83 cents?

A. I paid 95.

your testi-

Q. Eighty-three from 95 leaves 12
cents?

A. Yes, sir.

Q. You are 12 cents to the good?

A. T will tell you what is the matter
with the insurance people right today—
where the nigger is in the woodpile. 1f
there was some way to make the in-
surance people get an insurance man—
a man who knows values; he ought te
uunderstand the valve of goods; he ought
to be 3 man to approximate values and
get such a man as that and then go to
work and take a man’s moral character;
in case he has burned out three or four
times and never had no explanation—
there iz where half the fires—there is
where they are short.

Q. You think the moral hazard ought
to be taken into consideration?

A. Yes, sir.

Q. If that is true, in case of any
large smount of money which a man
might receive by burning a building and
in¢reasing the moral hazard; that is to
say, if he should burn the building, it
would increase the moral hazard?

A. Yes, sir.

Q. In other words, here is a man
here who insures with an agent for
$1000 when it is not worth $500; that
increases the moral hazard; that in-
creases the moral hazard of the build-
ing?

A. Yes, sir.

Q. Don’t you think a policy law in
this Btate which compels the insurance
companies to pay the face of the poli-
cies regardless of the value of the prop-
erty is a bad law and increases the
moral hazard on the houses in this
State?

A. Yes, sir; that is the valued pol-
icy law you are referring to.

Q. It don’t apply to personal prop-
erty, but everything else.

A. 1 never knew it applied to mer-
cantile risks before.

Q. How long were you in the insur-
ance business?

A. About 20 vears.

Q. That is your judgment about it?

A. Yes, sir; I tell you that we have
as moral a town as there is in the
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State, I expect, today. Half the fires
we have had have been incendiary
fires; not a question about it. If you
cut that out you see the insurance com-
panies could make some money. ‘

Q. I agree with you exactly. I don’t
expect that the majority of the commit-
tee does.

A. We have some agents in our town,
and an old crippled woman that lets a
man—and don’t know a thing in the
world about it—will a man all the in-
snrance he wants. I can tell you of a
house that has burned; he came and
wanied over insurance and I refused it
hecause I knew it was too much.

Q. Don’t you think that if we amend
this law as I suggested a while ago
with an analysis that the rate will be
delivered to each policy holder and
amend the law so that if the policy hold-
er if not satisfied with the analysis made
refers it to the Rating Board together
with an affidavit showing for instance
that a certain exposure, showing the
facts about it, so that it may be tried
and determined before the Rating Board
with no expense to him except the cost
of getlting up three or four affidavits:
don’t you think that would be a valu-
able addition to the law?

A. Yes, sir, .

Q. Don’t you think that we ought to

do that?
A. Yes, sir.
Q. Ancther thing: In one of the bills

we are contemplating one member of
this beard is to act as Fire Marshal
for the board with authority to appoint
a Fire Marshal in every town and village
in this State, the town or village, of
course, to pay the Fire Marshal if he
must have a salary; but of course most
of them would not have to have a sal-
ary, and to appoint a Fire Marshal to
see about the town and report the con-
ditions of a burn, if we appoint a Fire
Marshal according to their own sched-
ules the way they have filed it, it would
save the State something like $200,000 a
year; don’t you think that ought to be
put in the law?

A. Yes, sir.

Q. It would do some good, especially
upen the moral hazard. We have found
upon investigation yesterday that the
insurance companies in preparing their
general basis schedules had made a mis-
take in the exposure charges; for in-
stance, they have made an exposure
charge if a building is less than 80 feet
when the msjority of the streets of the
State are only 80 feet; the companies

say to us that, admit that is a mistake
and we are willing to correct that—
don’t you think that we ought to fix a
law to compel them to correct it?

A. I think sc.

Q. There is too much money involved,
you know, there are so many places
with streets less than 80 feet here, they
would have corrected that already ex-
cept for the fact that so many com-
panies have withdrawn from the State.
Don’t you think that we ought to pass
a law which would insure that those
corrections will be made?

A. Yes, sir.

By Mr. Seruggs:

Q. Don’t you think that the com-
panies through competition would cor-
rect all of that if you would turn them
loose ?

A. I believe they would.

Q. Do you believe there is any law
necessary to make them do that if you
let them get at each other’s throats? °

A. T started in the insurance busi-
ness with a combination and they
knocked it out, the first one ever in the
State; and I worked for years and they
got up another one; they knocked that
out. The point all the time with me
was par value for what they got.

Q. Don’t you think they would do
that if they didn’t have any law?

A. T think so.

By Mr. Gilmore:

If they got at each other’s throats,
as Mr, Seruggs suggested; if they got
at somebody’s throat; if they got risks
so low that they can not afford to carry
them, wculdn’t they have to get some-
body else’s throat to make up for carry-
ing it?

A. That is their business.

Q. This is for the public service, for
the whole State, dependent upon this
insurance for protection; do you think
it is right to let them go to San Marcos
and cut each cther’s throats and cut
rates below cost of carrying it, and
then go to Wills Point and charge some
additional all around in order to make
up what they losi in San Marcos? Do
you think thal is a proper plan upen
which a public service corporation should
operate?

A. I don’t know about that.

Q. Let’s change it. Suppose they
came into Wills Point and cut rates and
cut each cther’s throats there and cut
prices of insurance down below what it
costs them to carry it, and then they
came to San Marcos and raised your
rates a little?
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A. T know men that have in rates
that have run five years right now that
they get less than one year’s rate.

Q. Answer my question. Don’t you
think it is an improper way for a public
service corporation to be run, diserim-
inating in one section to make it up in
some other section?

A, My idea about it is “free fight”
for everything.

Mr. Scruggs—You are a Democrat.

A. Yes, sir, :

Q. You are willing to take your
chances on getting the best of it and let
some other fellow suffer?

A. I know so much about fire insur-
ance business, I believe it will regulate
itself. Ome of them will cut out and
cut the rate in spite of all.

Q. That is freely admitted here.
This being, as you admitted, a public
service which all the people must have,
do you think it is a just principle for
one town or one community to get the
advantage at the expense of some other

community where they are perhaps help-

less?

A. If you people would do this and
make the rates yourselves and say to
them, like the Railroad Commission, I
suppose that’s the way it is going to be
done, unless you do it that way I say
turn them loose. That’s my doctrine.

Mr. Seruggs—That’s right.

Mr. Cureton—Now, Mr. Dugger, when
a house burns there is that much wealth
that belongs to the community that is
wasted?

A, Yes, sir.

Q. That is known as waste, just like
when a good man dies, that much wealth
has passed away, and in any system
whether we design it or somebody else
designs it, which permits a large firc
waste is a bad system?

A, Yes, sir.

Q. Regardless of combination figures?

A. Yes, sir.

Q. .On the other hand, any system
which conserves the property of the
State and reduces the fire waste would
be a better system than one which per-
mits a greater loss and fire waste?

" A, Do you know what makes the fire
waste?

Q. I don’t know.

A. Over insurance and moral hazard
makes three-fourths of the fire waste.

Q. What I wanted tocall your atten-
tion to was the condition of affairs
which prevailed when the companies cut
their own throats. I want to read to
you two paragraphs from a little book

published in 1901, and written by a man
named A. F. Dean, who seems to be
well known in insurance circles, the
book having been written ten years ago,
as follows:

“It is in the power of the constituted
guthorities to abolish fire insurance; but
it is mot within their power to compel
the sale of indemnity at less than cost;
laws can not lower rates, but may do
much to lower cost. Once lower the cost,
and competition will lower rates,

“A comparison of existing laws and
the average loss on each $100 of fire in-
surance in different parts of the world
shows that: o

“In France, the loss on each $100 is
about $0.06.

“In Great Britain, the loss on each
$100 is about $0.09.

“In New York, the loss on each $100
is about $0.58.

“In Massachusetts, the loss on each
$100 is about $0.60. .

“In Texas, the loss on each $100 is
about $1.10,

“In Arkansas, the loss on each $100
is about $1.31.

“The average loss in Arkansas and
Texas is about twice as high as in New
York and Massachusetts; thirteen times
as high as in Great Britain and twenty
times as high as in France.

“The official statistics show that for
the eighteen years ending January 1,
1898, the net underwriting profit loss
for each dollar of premiums received
by the companies in the States named
has been as follows:

Net Loss. Net Profit.

In New York...... .00 .05
In Massachusetts .. .00 .03
In Texas ......... .02 .00
In Arkansas ...... .01 .00

“While the average underwriting prof-
its of FEngland and France are not ob-
tainable for comparison, the business of
those companies is free from the wide
fluctuations in loss ratio which have
made it so hazardous in this country and
underwriting profits have been small but
uniform, at rates which seem amazingly
low from an American standpoint.

“In France, where the cost is lowest,
the code of Napoleon provides that every
person is personally liable for any
loss, damage, or injury caused by his
own carelessness or negligence. Under
this Jaw, the presumption is that every
fire is caused by the act or neglect of
the tenant and the burden of proof rests
with him to.show that the fire orgini-
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ated from a defect in the building or
from some cause beyond his control. In
the absence of such proof, the tenant is
responsible to his landlord and neigh-
bor. If the fire originated from defects
in the building, the landlord is held
responsible to the tenant and to the
owners of adjoining property.”

Q. What I want to call your atten-
tion to is that under the competitive
system in Texas the loss is $1.10 or
nearly twenty times what it is in France,
over ten times what it is in Great
Britain and nearly twice what it is in
New York City. Do you think with this
experience before us for the purpose of
conserving and preserving the loss of
the State and destroying the fire waste
of the State it would be best for us to
wipe out this thing and let them go back
like they were before?

A. Tt looks to me like it is a moral
hazard right there. If you had some
way of stopping over insurance—

Q. Let’s take it this way; here are the
key rates and specific rates; isn’t there
a possibility for merchants to reduece
their specific rates and towns to reduce
their key rates if competition is a good
thing—here is one merchant, one of the
leading merchants on this block and one
on this block; this one takes the key
rate system, makes the necessary re-
pairs to reduce his fire insurance, and
this one neglects it and pays no atten-
tion to it, and consequently endangers
the life of the whole community. Now,
if competition works, why won’t it work
to reduce the fire losses in this State
under this system?

A. T suppose it will when the people
have a chance to find out what it is.

Q. Don’t you think it is better to
seek’ to reduce the fire losses than for
these companies to seek to cut each
other’s throats.

A. Certainly. I don’t want to see
them cut their throats, but I don’t think
you have got the right thing yet to get
this thing down. If you will pass a law
to force them to get the confidence of
the people and stop over insurance and
then if you find a man with a bad char-
acter, pass him up—

Q. Here are twenty men in this town
who take insurance, one is a man with
a kind of a bad character, you turn the

companjes loose in competition, I want
to know if the man with the bad char-
acter will stand any chance of getting
insurance?

A. He would come nearer getting it
under a high rate than under a cheap
one.

Q. Wouldn’t agents, when -cutting
each other’s throats, agree to take larg-
er risks on rotten buildings than other-
wise? What does competition mean but
getting business?

A. Certainly. You take these rates
as they are and a fellow don’t think he
has to go out to get business; he sits .
in his office and waits for it to come,
but when he knows he has got to rustle
for it, you will see him get out.

Q. The greatest trouble with this law
is lack of knowledge on the part of the
insuring public as to how to fix their
business to cut down their insurance as
it was before, or about that?

A. Yes, sir. I took that book (indi-
cating) to a dry goods man and showed
him his rate. Up above he has got a
skylight, he showed me his skylight, got
glass over it, a metal frame and also a
wire and steel; they have him charged
up with that, and he was perfectly as-
tonished.

Mr. Vaughan—Here is a letter from R.
E. Ward of Georgetown, containing some
comparative rates; if there is no objec-
tion, I will ask that be made a part of
the record.

(Letter as follows:)

“Georgetown, Texas, July 31, 1910.

“Hon. W. S. Brookshire, Austin, Texas.

“Dear Sir: I failed to get a hear-
ing before the committee yesterday on
account of the number to be
heard. I inclose you stalement of some
of the mercantile risks in this town, and
you may- use it as you think best. I
was in the committee room quite a
while, and am satisfied that.they are
determined to do something, and I do
not think it necessary for outside par-
ties to make further showing as they
are now stirred to action by urgent
necessity. I wish to add that residences
rates in this town are increased from 5
to 41 per cent. Yours mest truly,

“R. E. WARD.”
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ASSURED.

J. J. Patrick, SroCery........ocumiiiiriiinieieeieeeeeies

E. F. Booty, dry goods.....
Georgetown Grain Co., grain.
Geo. N. McDaniel, hardware.
The Fair, dry goods...

Sam Henderson, dry ‘go0ds.
New Bank Building (vacant).
Stromburg-Hoffman Co., dry
Farmers State Bank..............
Heard & Anderson, grocer)
Lindell, Peterson & Hamilton, hardware
Mann. Drug Store
Wilcox Jewelry, jewelry...
Burkhardt, barber shop...
0. K. Grocery, grocery.
Breneky, confectioner:;
Carl Burkhardt, confectionery...
Price Bros., grocery.............
Ford
Stone, drugs
Magee (Good Luck Store), dry goods...
HATtY, ELOCEIY . g verrersrearrenrranreevnennennes
The oggary, gents furnishings goods.
Alcove, confectionery.......coeoceeeviveenien.
Richardson, books..........
Rountree, printing office..
Mood, grocery....
Long.
1. 0.

Locket, "mercantile..
First National Ban
Belford.
Griffith..

Oil Mill...........
Farmers Gin Co....

Georgetown Gin Co.......ceeeiiiiiic e

DRI i N W

ey L
RO bnbo o
(135 2]

W OO0 b ek ok ok

Mr. Vaughan—Here is a letter from
Mr. L. E. Wolff of San Antonio with
reference to the co-insurance clause; I
will ask that also be made a part of
the record.

“San Antonio, Texas, August 2, 1910.

“Chairman Committee on Insurance,
House of Representatives, Austin, Tex.

“Dear Sir: Pardon me for presum-
ing to take a few moments of your time.
My twenty years’ experience as State
and city superintendent of schools has
convinced me that the great army of
boys not destined for the professions
should give as much time in school to
industrial training as books. Accord-
ingly, last September I established the
L. E. Wolff Vocational School for Boys
in. San Antonio at great sacrifice of
money and comfort. When a month ago
my shop containing more than $5000 of
wood and iron working machinery was
destroyed by fire, I learned for the first
time that the co-insurance clause was in

my policy. Having insured only resi-
dences heretofore, I was ignorant of
such a clause. In view of the vital im-
portance of the co-insurance clause, it
would seem to me advisable to require
this clause printed in bold type, pos-
sibly in red. I find that many very intelli-
gent citizens here have no idea whether
there is a co-insurance clause on their
policies or mnot. Another thing: I find
that the State Board of Underwriters,
through Mr. Crane, has placed as high
a rate upon my industrial school as if
it was a commercial shop. This will
tend to discourage and cripple similar
schools. I am wondering where a simi-
lar high rate is being placed on all
manual training schools in the State.
If so, this will discourage a movement
for manual training schools in which the
best people of Texas are deeply inter-
ested. Again, would it be wise to com-
pel insurance companies doing business
in Texas to pay the loss promptly after
adjustment instead of sixty days after
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adjustment? I think few policy holders
realize, till they have had a fire, that
their money for damage cannot be paid
without discount before sixty days after
adjustment. Again, should a vacancy
permit be permitted to reduce the in-
surance company’s liability? I have
wondered whether the danger from fire
is as great with the electric current
turned off or the lamps and candles un-
used and fires for cooking and warming
not in use in a vacant house as in an
occupied house. Trusting that I have
not trespassed too much upon you time,
I am, yours very truly,
“L. E. WOLFF.”

Morning Session, August 5, 1910.

H. L. Wright, being duly swornu and
examined by Mr., Cureton, testified as
follows:

Question. What is your occupation,
Mr. Wright?
Answer. I am a member of the State

Fire Rating Board.

Q. Have you had any experience in
the insurance business?

A. Yes, sir. .

Q. What place in the State?

A. At Palestine, Texas.

Q. Have you had an occasion to in-
vestigate the question of insurance since
you have been a member of the Fire
Rating Board?

A. Yes, sir.

Q. To what extent?

A. Well, I have gone into it thor-
oughly; we have gone into it as thor-
oughly as we could with the time that
we have to work on it.

Q. You held a public hearing in Ft.
Worth and San Antonio, I believe?

A. Yes, sir; we held a public hear-
ing in Austin first, and then went to
Ft. Worth and held a public hearing
and later came back here and still later
on we held another hearing in Austin.
The board, that is, the individual mem-
bers of the board, went to different
cities in the State, but did not hear a
public at each place, but simply went
there for the purpose of investigating
the condition.

Q. Did you know the condition of
the fire insurance business prior to the
taking effect of the Fire Rating Board
law?

A, Yes, sir; it was in a very demor-
alized condition, and diserimination
reigned generally:

Q. Could you give an illustration of
the discrimination?

A. Yes, sir; I guess you want it as
broad as you can get it?

Q. Yes, sir.

A. I was in the insurance business
for twenty years in Palestine continu-
ously before I went on this board. My
operations as such as is extended all
over the line of the International and
Great Northern Railroad Company in
Palestine. The International and Great
Northern Railroad Company, you know,
runs from Longview to Laredo and from
Mineola to Galveston and Ft. Worth to
Houston. I used to write a good deal
of business for the International and
Great Northern Railroad Cowpany as
well as local business right at home.
The disecrimination extended throughout
the entire territory. To be specific, I
wrote the cotton insurance for the I. &
G. N. R. R. Co. one season throughout
the State, and in that way my opera- -
tion covered the unprotected towns and
the protected towns where there were no
compresses. The compdnies had local
agents where there were compresses; of
course, we did not write insurance where
the companies had local agents situ-
ated.

Q. What did you write the cotton
for?

A. Do you mean the rate? We wrote
that for 2 1-2 per cent.

Q. What rate was paid locally?

A. Palestine was a protected town,
and we wrote cotton there for 3 per cent
and we wrote the farmers and merchants
for 3 per cent and we wrote the com- -
press people for 2 per cent; all of this
cotton was located right there on the
same platform,

Q. In the compress yards, I suppose,
they had some means of putting out
fire, too?

*A. Yes, sir. )

Q. I notice here in the memorandum
that you have given me, I notice you
make a statement with reference to
wholesale groceries in Palestine.

A. Yes, gir; the average rate of the
wholesale- groceries for 1909, S0 cents.
The average rate for the retail groceries
for 1909 was $1.58; that was the aver-
age rate for Palestine. The wholesale
groceries had a combination; they would
come to us and want insurance for a
certain rate; we assumed that they had
a combination for this purpose. They
would tell us that they would give us
their insurance if we would let them have
it for a certain rate, and if we did not
give it to them for that rate, they would
give it to other companies. Formally,
of course, we would write it at their
rate. In the early part of 1909 we wrote
the Moore .Grocery ,Company for 90
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.cents. They wrote us later on that they
had a rate made them for 80 cents, and
if we could not write it at that rate,
that they would give their’s to somebody
else. We took the matter up with our
companies, and finally we had to write
it at that rate. We had the same experi-
ence with the compress people. The busi-
ness was in a very bad state of de-
moralization, and this demoralization
seemed to start in San Antonio. In San
Antonio they cut the compress to $1.75,
and the people interested in the Pales-
tine compress were also interested in the
San Antonio compresses, and they made
“a demand on us that we cut the rate
to $1.75, and I told them we could not
do it. Mr. Manager of the compress
‘was a friend of mine, and he said if we
would cut the rate 2 per cent that he
would let his policy stay with us, but
if we did not he would send to San An-
tonio and get his insurance.

Q. You say that the local agents of the
compress got his insurance for 2 per
cent, while at the same time you would
charge the farmers and merchants 3 per
cent for cotton on the same yard?

A. Yes, sir.

Q. Why was that?

A. As I have just explained, the com-
press people there had an interest in the

- compresses all over the State, and their
business was big emough to be an in-
ducement to hammer down the rate,
while the local buyers did not have that
kind of influence to bear. It was just
like the railroad company. They ask us
to give them a rate on cotton; they ask
us fo bid against the San Antonio agent,
and told us that the same time we were
bidding against the San Antonio agents.
We bid 2 1-2 per cent and we got the
cotton on the ground. :

Q. 1 notice here you have made some
notation about marine insurance com-
panies and you have stated here that
the marine insurance companies were a
very prolific force of demoralization. It
seems that they run the shore risk at the
same rate. Do you mean that the ma-
rine insurance companies were a source
of demoralization?

A. Tt is true that they were a great
.source of demoralization. In support of
that statement, while I was writing this
cotton scattered all over the State for
the railroad companies, the Bryan com-
press burned and a big lot of cotton was
destroyed by fire. The marine insurance
companies undertook to put the respon-

you to sue.

sibility on the railroad company, and|
.claimed that the engines of the railroad
.company set the compress on fire. The,

claim agent of the railroad company
took the matter up and settled the law
with us on this cotton that we have been
writing, and we got the money for it, and
afterwards he came to see me about the
compress at Bryan, and I told him all
that was going on. I told him I would
undertake to get up the evidence with
reference to the matter, and I did get
it up. I got a letter from the company
on that particular business, a letter from
the Royal Insurance Company, the big-
gest fire insurance company in the
country.

(By Mr. Scruggs.) There may be
larger companies, but they dom’t con-
fine themselves to fire business?

A. That is what I mean.

Q. Yes, the largest exclusive
insurance companies in the world.

A. T had this kind of a letter; I
wrote them ‘that the marine companies
were figuring on suing the railroad and
had threatened suit; were holding up
the matter, and the reply to my letter
was, this language was used in reply,
practically: the fire companies have paid
the marine companies this loss, for we
ourselves have participated in the pay-
ment of the same and hold their receipts
for the money. I simply turned that
letter over to the railroad company, and
said if T was you fellows I would advise
Well, they never brought
any suit. That settled it.

Q. That was a peculiar state of af-
fairs—remarkable.

A. Tt is just that way.

Mr. Seruggs—It is just that way. That
testimony is correct.

Q. I think T understand what you
mean by shore end of the marine busi-
ness; for fear I do not and to get it in
the record entirely clear, I would like
for you to explain it.

A. Tt is cotton located in the yards

and around compresses in other points
where it is concentrated to go on the
cars to be carried to the ship’s side, and
when it reaches the ship side and is put
on the hold of a ship it ceases to be
shore cotton; it is shore cotton up to
that point under that rate.
Mr. Seruggs—This is a simple defini-
tion. Is that at the shore end at that
time cotton remains on the land, where-
ever located?

Mr. Cureton—(Q. And that is after it
has been billed for shipment.

Mr. Seruggs—With through bill
lading.

Mr, Wright—Beg pardon. They take
it before ever there is a bill of lading
signed; Ikey, and Jakey, and John, and

fire

of
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Tom, will take cotton and claim their
export just for the purpose of getting
the low rate on the cotton when they
never exported a bale of cotton in their
lives, and they get behind that, and the
marine companies get in behind the fire
companies, and they take it at a low
rate and charge them a low rate when
they have it on the same yard. Ain’t
that true?

Mr. Scruggs—I don’t think it is.

Mr. Wright—X think it is; I think
that letter of mine substantiates it.

Mr. Seruggs—It is true that they in-
sure cotton wherever located, but it is
not true that they insure it under the
same kind of policy. )

A. It is not reasonable that a ma-
rine company is going to pay a fire com-
pany a higher rate than it gets from the
man who is taking the insurance.

Mr. Scruggs—It is true, I think, for
this reason: that marine company has
the cotton a good length of time while
it is on the water, percentage and
chances for fires on the water are much
less than on land, and the marine com-
panies made an average rate on cotton
both on water and on the land, an equal-
izing rate clear through, which is lower
than the rate of the fire insurance com-
pany of the land. By that means they
get these contracts Mr. Wright is talking
about, and by that means they get these
fire insurance companies to take the
shore end that the fire insurance
companies may reimburse the marine
companies for any fire that may occur
while on land, the marine companies all
the while retaining their water part of it.
When they pay for that land end, my un-
derstanding is that they pay a little
higher rate than the average rate that
they charge for the whole thing. .

Mr. Gilmore—Why should they wish

- to reinsure at all?

A. Because they are afraid of the
land end of it. ’

Mr. Wright—I can say this in reply
to that: if they did not insure the pub-
lic would mnot have insurance for the
reason that the marine companies
haven’t got as much as a million dollars
- asset and the amount of their insurance
is largely in excess of that—

Q. I want to bring out the point that
marine companies insure on a higher
rate on a higher hazard than on a lower
hazard; I have always understood that
the marine insurance companies took re-
insurance from the fire insurance com-
panies at a higher rate than the marine
companies charged.

Mr. Cureton—Reinsurance in the fire

companies by the marine companies, that
is handled through the general offices
of the fire companies, for instance?

A. Yes, sir.

Q. For instance, it probably would
be handled in London or Edinburgh or
New York?

A. Yes, sir.

Q. Consequently that part of the
premium would not show in the profits
or in the gross receipts of the company
operating in Texas; for example, let’s
take Mr. Scruggs’ company, the Wil-
liamsburg City—it might insure or re-
insure for some marine companies a
large amount of cotton exported from-
Texas ports, and that would be done at
the home office and therefore what it
received would not show in Mr. Scruggs’
report to the Insurance Commissioner
as Texas business?

Mr. Secruggs—You are mistaken; it
would show; the report is made at the
home office, but the companies would pay
no expense on it, no commissions to local
agents; they pay taxes of the State and
town, but don’t pay me anything or do
not pay the local agent anything.

Mr. Wright—By reason of the fact
that they assume that risk and it is a
big risk, cotton is probably the biggest
risk of all other products during the sea-
son, and because they assume it at so .
much lower rate it brings the general
average down low and the little fellow
has got to ca¥ry that heavy load to make
up that difference.

Mr. Cureton—You think that we
should so frame the bill as to make these
rates cover the shore end of the marine
insurance?

A. Yes. On that point again: I
talked with one of the leading exporters
of the country, who was a friend of
mine; placed his business with me all
the time I was in business while he was
there, and he remarked to me in a con-
versation one day that it didn’t make
any diflerence how much lower rate they
got, the producers did not get any bene-
fit of that because they unsed that to
their advantage to get a better deal in
the old country, the foreign country
where they exported the cotton to.

. Mr. Gilmore—Under the present law,
hasn’t the board authority to deal with
the shore end of this insurance?

A. No; not in the marine.

Q. But you have in-the local com-
panies in reinsuring? ’
~A. Yes; with the marine, but under
the present law they have got to file
their basis schedule with us, and if they
rate this marine at a lower rate than
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its schedules call for, they are subject
to have their authorities revoked.

Mr. Hamby—ILet me make a state-
ment: As to the board having any con-
trol over the insurance of the marine,
shore end of the marine risk, now I feel
that we haven’t under the present law,
for the .reason that the Attorney Gen-
eral has held, at least in formula, that
in his opinion the present law does not
contemplate that the board should have
jurisdiction over the rates of any prop-
erty that has no fixed location or fixed
condition, and marine risks do not have
that fixed location. I feel like we are
tied, our actions are bound by his opin-
ions in that matter. Certainly the law
is not specific. The board has held that
Section 7 of the law which says no com-
pany shall engage in or participate in
the insurance of any property located in
the State would bind an insurance com-
pany. We feel like even though an in-
surance company does not issue a direct
‘policy to the insured that by reason of
undertaking a part of the hazard for
the company that has issued a direct
policy ‘it is participating in this insur-
ance in a way. It is not participating
directly, but it is participating in the
premium derived from that risk.

Mr. Terrell of Bexar—If we should
make this law covering all companies
writing fire insurance business in this
State, regulate the rates of all com-
panies writing insurance in this State,
so far as their business applies to this
State, would not that get all?

A. I think the law ought to be very
specific on that point.

Mr. Wright—I do, too; because they
try every way to get out, the marine
companies.

Mr. Terrell—What I was getting at: I
wanted to make it as general as possible
so that none of them could slip out from
under it and would not every company
writing fire insurance buginess in this
State—

-A. Or issuing policy or contract that
undertakes the hazard of fire.

Mr. Cureton—Whether the property
is fixed, movable, stationary or in tran-
sit?

A. Yes; we want one to get it all.

Q. (By Mr. Cureton.) Now, Mr.
Wright, is there anything else that you
desire to state to go into this record?

A. I had a memorandum. I don’t
see it here; let 'me see—omn this point.

Q. (By Mr. Reedy.) While you are
looking up that memorandum, I would
like to get a little information on this

proposition: whether the board ought
to have control over these local mutuals?

A. You mean these county mutuals?

Q. Yes, sir.

A. Well, as long as they ate confined
to their own county, and it is just sim-
ply an individual contract, I don’t know
whether you could frame a law to take
them over; for instance—

Q. (By Mr. Terrell.) Can’t we
frame a law giving the right to employ
inspectors to inspect all companies, mu-
tual or otherwise?

A. Yes, sir; I think everything
ought to be under the direction of this
board that writes fire policies, absolute-.
ly. It is not only unfair to the com-
panies, but it is unfair to the assured
not to do that. Now, we had brought
out in our hearing here, a man got up
and he testified that one mutual con-
cern had paid 60 per cent in dividends.
That was a lumber man from San An-

tonio by the name of Hilliard. I guess
you may know him.
Q. (By Mr. Reedy.) Let’s distin-

guish between local mutuals apd mu-
tuals doing a general business.

A. Yes, sir. This was doing only a
purely mutual business, but was doing it
all over the country, and my recollection
is that the headquarters of it was in
Kansas City; I don’t think they have a
right in Texas to do business, because
they are what you call reciprocals, and
Judge Hawkins ruled a while back that
the Texas law did not have any juris-
diction over them. I think they ought
to be placed under the law.

Mr. Gilmore—To be specific with ref-
erence to Mr, Reedy’s question, I recall
that we have a printer’s mutual.

A, Yes, sir.

Q. Which is really—
~ A. Accident concern.

Q. No, sir. It is purely a mutual
affair that we go into, and I haven’t got
any insurance in it myself but probably
will have, but we agree to assume our
own risk. We join together in an asso-
ciation— .

Mr., Scruggs—It ought to be this way:
That a company operating for mutual
purposes and not for profit.

Q. That is the point I am bringing
out. That ought mnot to be under “the
board. ’

Mr, Scruggs—A mutual company op-
erating for the benefit of its members -
and not for profit, they should be elim-
inated.

A, That is what—

Mr. Seruggs—Operated for the bene-
fit of its subscribers and not for profit.
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A, T think they ought to be exempt-
ed, because they do not do any business
outside of themselves, and it is a co-
operative affair.

Mr. Scruggs—But the trouble is, like
the man in San Antonio who says he
is running a mutual company and he is
running a stock affair business.

A. That ought to be put under the
law. About these mutual companies, a
good many years ago here, the stock
fire companies were having trouble with
the anti-trust law. There was a suit
filed and the Legislature passed a law,
about three or four lines long, permit-
ting the organization of mutual fire in-
surance companies; that was about the
language used. They just flooded this
State with them, and they would go
out and get a wagon at a railroad sta-
tion and go all through the country and
haul the farmers in, and just give them
a chromo almost to get them to insure.
The result was that lots of farm houses
burned up, and some of the houses have
never been paid for. I will give you a
specific case so as to back up what I
say. There was one organization in
Austin named the Home Mutual. Mr.
Hancock was a member of that company.
Mr. Hamby was then their secretary.
They went out over the country and in
all parts of the country—I had been in
the insurance business a long time and
was pretty well identified with the peo-
ple, and I tried to explain to them that
these things had no standing; they could
not get their money if they burned.
Well, they would say, you have been
connected with the old line companies
and working for them, and you are just
talking that way because you don’t want
these companies to get the business. I
said that is just where you are mis-
taken, and if you insist, I will take
one of these mutuals and you can take
your choice, but I am going to tell you
in adwance, you are liable never to get
your money, and they insisted that I
give them insurance in the mutual. One
fellow was a friend of mine; he had a
little store out in the country, and the
mutual companies offered him about
half the regular rate, and I wrote him,
and he burned, and he hasn’t gotten his
money yet. He got @ compromise, and
got probably 15 per cent; I don’t re-
member the exact amount, but it was a
very small amount; and another fellow
wanted a tornado policy, and he took
it in the mutual because he got a very
much lower rate; then it blowed down,
and he got a very small compromise;
very much smaller than he should have

gotten in proportion to the rate he paid.
Later on, that company went into the
hands of a receiver, and the Imsurance
Commissioner filed suit against those
people to make them give up—for an
accounting; he filed suit for an aceount-
ing. My recollection is that he told
me that was the case; and they com-
promised after a while with the credi-
tors by paying over $10,000 to be dis-
bursed by the receiver, and that was just
spread out, and it was a little more
than the premium returned to the peo-
ple.  Just such small concerns as this,
who get a desk in one corner and go out
and sell mutual policies—

Q. (By Mr. Cureton)—Do they get a
charter?

A. They got a charter in those days
from: the State, but they do not now.

Q. (By Mr. Reedy)—Now, right
there; are those the stock mutuals or
the local mutuals that you are talking
about now?

A. T was talking about what they
call the State Mutuals.

Mr. Secruggs—He is talking about
what we insurance people call wild catv
insurance.

Q. That law has been répealed, so .
that now mutual companies organize
under the laws of the State, and if prop-
erly handled, is not an unsafe proposi-
tion, if they are confined to what they.
are doing. The law now provides that
they must have as many as one thou-
sand policies, the premiums on which
will amount to $10 each. They can give
that in notes or otherwise—pay it in
cash. Then when they pay that in,
they can get a charter from the State.
Now, 60 per cent of that is to be.put
out at interest for the protection of the
policy holders and the other 40 per cent
may be used by the organizers in the
payment of expenses.

Mr. Scruggs—The difficulty lies in the
fact that there is no way to see
whether or not they are complying with
the law after they get started.

A. They do not have to do anything
more than that on those mutuals. Now,
then, each policy, as I understand from
one of the managers who was talking
to me about it, provides that if a loss
occurs that the policy is subject to an
assessment to pay that loss. Now, I
have a copy of the charter of two of
them right in my office now, and a copy
of the by-laws of one of them. One is
called the Ginners’ Mutual of Tyler,
Texas, and the other is the Millers’ Mu-
tual of Fort Worth, Texas. Now, those
are regularly organized, mutual con-
cerns, and I am sure, in talking to Mr.
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White, that he would have no objection
to be under the law, and he told me he
thought they ought to.be. Mr. White
limits his insurance to gins exclusively.
The Millers’ Mutual of Fort Worth
writes on grain and mills and things of
that kind. They do not start out and
do a general business, but they come in
competition with the other companies
that do write gins.

Mr. Cureton—I know that is the his-
tory of insurance; that during recurring
terms of years the mutual insurance
proposition takes the country.

A. That is it.

Q. And up to the present writing, so
far as the history goes, it has always
been disastrous?

A. Yes, sir; as a general proposition.
Some mutuals in the country are very
strong institutions, but they are very
old institutions.

Q. Of course, you understand the
suggestion I make does not apply to
county mutuals such as exist in this
State?

A. No, sir; such as the printers’ mu-
tual.

Mr. Seruggs—Mr. Wright has referred
to the comnection of Mr. Austin Han-
cock with the Home Mutual Insurance
Company of Austin and the failure of
that company, and the fact that Mr.
Hancock afterwards organized the Aus.
tin Fire Insurance Company. This is the
same Hancock ‘who was a member of the
firm of New York Brokers, known as
Wildon & Hancock? .

Mr. Wright—Yes, sir; I have been in
his office in New York. -

Mr. Scruggs—In the discussion of this
firm of brokers yesterday by Mr. Hol-
brook, from Galveston, I made the state-
ment in explaining who Wildon &
Hancock was, that Mr. Hancock had
had this mutual company who had
robbed the people; that he organized the
Austin Fire Insurance Company and
- had gone into San Francisco with it and
had bursted the company in San Fran-
cisco.

In justice to the Austin Fire Insur-
ance Company I wish to say that that
in no way reflected upon the standing
of the corrpany in this State; nearly all
fire insurance companies operating in
San Francisco went broke by the San
Francisco fire. The Austin Fire Insur-
ance Company was in better fix than
some others because they were able to
reinstate themselves by wmaking their
capital stock smaller, and it was unnec-
sary for them to call upon their stock-
holders. There was mnever any time
when the company was not able to pay

:_xll of its liabilities, but it had to read-
just itself after the San Francisco fire.
I want that to go in the record because
the public might consider that my state-
ment reflects on the Austin Fire Insur-
ance Company as now managed and as
now constituted.

Q. (By Mr. Terrell)—Mr. Wright, do
you believe we ought to have a uniform
rate or a maximum rate?

A. Well, T have thought a good deal
about that since this came up, and the
suggestion you made that they could
take advantage of that condition com:-
petition applied to a maximum rate and
write a man’s mercantile stock and give
him the advantage and yet allow the
homestead to be high, but now if you
will put in this an amendment in that
maximum rate law section that even if
they have a right to compete, before
they reduce the rate on any particular
class, they must file their intention to
do so with the board, then, if the board
says it is discriminating in favor of one
class against another, let the board pass
an order to bring all classes down in tne
same proportion.

Q. The effect of that by the board
would be simply to reduce the rates to
uniform?

A. That would be all.

Q. You would still have a fixed rate.
If you have a fixed rate with the power
of the board to reduce, don’t you
have a simpler procedure and get the
sante result? .

A. Tt is simpler and you get exactly
the same result; you couldn’t throw the
Turden on the wholesaler, but the board
could control that, but you might have
a uniform rate.

Q. Why?

A. Merchants ought to have the same
rate. Take two merchants in the same
class of buildings, right side by side,
if you was to give one merchant one
rate and don’t give the same rate to
the other merchant, that fellow don’t
get the benefit of the rate, and he has
got to sell on a closer margin of profit
than the other.

Q. Suppose Mr. Seruggs should de-
termine to give a certain wholesaler
in a town a lower rate, couldn’t he file
a lower maximum rate with the board
and only take onme or two out of each
town and thus discriminate against the
balance?

A. Yes, sir, he could file a lower
maximum rate. You can’t make them
take anything.

Q. Don’t you believe it would be right
for the board to make the companies



406

HOUSE JOURNAL.

make the same reasonable income. out
of the same class of business?

A. Yes, sir, they ought to be; there
is no question about that in my mind.
I was entirely favorable to the maxi-
mum feature of the law, and must con-
fess I hadn’t seen it; it hadn’t occurred
to me it could give one class the ad-
vantage until you brought it out.

Q. With a minimum it makes exactly
the same thing?

A. Yes, sir; that is true.

Q. (Mr. Cureton.) The whole pur-
pose in my mind was to see.some way
so the companies might, in a measure,
compete.

A. Yes, sir; T understand that.

Q I believe in all probability an
element of competition will aid in de-
termining the final rate, at which com-
panies can do business and make a
profit.

A. T agree with you on that propo-
sition.

Q. Dor’t you think the board also
ought to put this sort of an amend-
ment in the proposed law that any com-
panies, if they so desire, can file with
the board an amendment to their sched-
ule—for instance, reducing the .charge,
we will say, on exposures as applicable
to all classes of property, and let the
board take that under consideration, and
if they find it is correct and proper, to
permit the reduction, and in that way
the companies would compete with all
other companies on the exposure charge,
and thus in all probability bring them
all down to the minimum? Exposure
charge, and of course the exposure
charge would apply to all property;
they might reduce the charge for
floor openings or might reduce it on
some other item to make up the rate.

A. Yes, sir; as we did in our order.

Q. (By Mr. Reedy.) Couldn’t that
be done equally well in a uniform rate
and under the present law, regardless
of where it was cut off and a reduction
in any charge would be a lowering of
the mate generally?

A. Yes, sir; reduction in rate be-
cause under this method of rating every
charge entered into the make-up of the
final rate and every credit. 4

Q. ‘And everything deducted from any
charge would be a reduction of the rate?

A. Why, sure.

Q. Regardless of whether you had a
maximum schedule or absolute rate?

A. Sure; the charges and credits as
put down in the schedule, whether they
adopt this schedule or not, wherever
applicable, must be applied in order to

prevent discrimination.

For instance, if
you have two houses with shingle roof
and your neighBor has a brick house
with a metal roof, they must elther
equalize between the roofs or recognize
that roof by giving credit. .

Q. (By Mr. Gilmore.) Under the
present law disecrimination is possible?

A. So far as that is concerned, it is
mighty hard to prevent discrimination
a,bsolutely, and. under the present law I
think it is possible; in fact, I can show
you an instance of discrimination in this
schedule.

Mr. Cureton—Let him point it out,
Mr. Gilmore.

The Witness—Page 47, minimum to be
not less than 25 cents. That is the basis
rate for dwellings, two-thirds of the key
rate of a town; suppose that key rate
was 25 cents, two-thirds of 25 cents is a
lot less than 25 cents; there is diserim-
ination in the schedule; the only possi-
ble way we had was to add “maximum
not to exceed 50 cents.” They said that.
we had discriminated. We said yes, we
have discriminated the rate there.

Q. Suppose there was some particu-
larly good line of business which the
insurance people want and in order to
get it, some companies want to make a
lower rate than the filed schedule; is it
possible under this to file a specifie
schedule for- that particular risk? .

A. Sure, they can file a minimum,
but they have got to give thirty days’
notice to the board and gets its approv-
al under the present law.

Mr. Seruggs to the witness—Q. Mr.
Wright, you stated awhile ago that the
occupancy charge for wholesale gro-
ceries, or rather that the rate for whole-
sale groceries, were lower than the rate
for retail groceries; in justice to the
schedule adopted by the insurance com-
panies, is not the occupancy charge now
the same as retail groceries?

A, Yes, sir; he asked me about what
it was prior to that,

Q. I wanted to show that the com-
panies had corrected that.

A. As far as that is concerned, it
was the same under the old high tariff.

Q. The wholesale grocery stocks is
rated higher now than the retail gro-
cery stock under that schedule?

A. I have not run that out to see.
The maximum area charge on retail
groceries is fifteen cents while on whole-
sale groceries it is ten cents.

Q. The retail grocer; they sell them
to get the area charge?

A. Yes, sir; but they are speaking
about what the books show. ‘
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Mr. Cureton to the witness—Q. Sup-
pose that a town itself for a period of
vears maintains an extra good record
for fires, don’t you think or do you not
think we should put in this law a pro-
vision providing that the board may
cause & reduction in the general rate of
that town as a reward for maintaining
a good fire record, say for a period of
three, four or five years?

A. I am going to answer that ques-
tion, and say yes, and in doing so I
mdy take issue probably with some of
the general agents.

Mr. Scruggs—You will not take issue
with this agent.

The Witness—I am borne out in this
statement or in making this reply upon
that point by the authorities on the
question. Take Zartman and the Uni-
versal schedule, they both expand on
that question and on that very point.
They take into consideration the cli-
. matic condition and the high winds and
they take into consideration whether or
not a town is hilly as to whether or not
fire companies can get to the fires and
they make a discrimination or differen-
tiation, if you please, along those lines.

Q. The fire record of the town itself
should be made a part of the key rate?

A. Yes sir; it is true and is so rec-
ognized by the acts of the insurance
companies themselves . throughout the
United States. They tell you that this
State gets the lower rates than that
State, for instance, you take Dean’sched-
ule, it is based upon the burning ratio
of the State. That thing itself pro-
duces it; a specific case would naturally
give the State that had a record justi-
fying a rate illustrating that they gave
it some consideration.

Q. It would apply especially to the
German community?

A. Yes, sir.

Q. The key rate analysis, which has
been promulgated; in that the topo-
graphy of the town does mnot seem to
enter into the making up of the key
Tate?

A. No, sir,

Q. Don’t you think the topography
should enter into the gnestion of mak-
ing the key rate?

A. Yes. sir, and it does as recog-
nized by the authorities on-insurance.

Mr. Secruggs to the witres=—Don’t
you think that if a town- should be
credited for having a low fire loss ratio
that a town with a high loss ratio
should be advanced in rate?

A. Yes, sir, of course it would work
both ways; it is not a one-sided propo-

{o7

sition. However, this should be done
with a good deal of caution both ways,
and done to a limited extent.

Mr. Reruggs—We tried to cover the
point of topography by calling for paved
streets to cover the town, with refer-
ence to the accessibility by the fire de-
partment. In the State of Texas there
are only one or two towns that would
be affected by hills; Austin is one of
them. Muddy streets affect the ability
of a fire department to get to the fire
more than hills do.

Mr. Cureton—There are a great many
small towns in the country that the
topography would affect it a good deal.
That is true of my town. We have a
very hilly; while the population is less
than a thousand, we have about seven
miles of macadamized streets.

Mr. Cureton, to Mr. Von Rosenberg—
Mr. Von Rosenberg, we have requested
vour attendance to see if there is any
suggestion that you want to make along
any particular line of investigation that
you desire. We would be pleaged to
make any investigation that you want.
We had not bothered you heretofore be-
cause we knew that you had just gone
into office and were getting accustomed
to the new clothes, and probably did not
want to be bothered with any committee.
Any line of investigation that you wish
to have we would be pleased to take it
up.

Mr. Von Rosenberg—There is no par-
ticular suggestion that I wish to make
except, of course, like any other profes-
sional man that had a certain view upon
this subject, and when the present law
wags first passed last year I did not think
it was a proper kind of a law to be
passed by the State. I believe that there
should be competition between com-
panies, but after investigating the mat-
ter more thoroughly I came to the con-
clusion that the Fire Rating Board
would be beneficial to the home com-
panies and that they would be able to
compete with foreign and old companies
and would be upon an equal footing as
far as establishing home companies is
concerned, and also in obtaining uni-
form rates it would be a good law.

With reference to getting up these
rates, I concluded it was unfortunate
that this law was passed in such a way
that these schedules were all to be filed
on the first day of the year before the
investigation by the Fire Rating Board
and before the companies had time to
adjust themselves to the new rates. A
certain amount of time should be given
within which these rates should be filed
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and then gone over to see whether or not
they are proper rates to be used, and
after a certain time let them be in
force. That is about all I know in a
general way about the business.

Mr. Cureton—1I desire in order that it
may go into the record that you are the
present Commissioner of Insurance, and
have only been in office how long?

A. Only one day.

Q. If there is anything that occurs

A. That existed in this.way: not be-
tween the companies and the wholesaler,
but between the local agent and the
wholesaler. The wholesaler, for in-
stance, would give us a rate under the
best possible terms and without any
agreement; that is, he would get us to
get him a rate under the possible terms
and without any agreement in writing
or anything of that kind, but he would
suggest that he had a customer at such

to you at any time that you would like | and such a place that was buying goods
for the House Committee to do towards from him and that it behooved him  to

investigation of any
question, the House

subject on this
Committee will

comply with your request in reference .

thereto.
thors of one of the bills before us, T
would be very glad to have your ad-
vice on any question concerning the
matter.

Mr. Von Rosenberg—I would like to
make the suggestion that you write such
a law as could be easily understood.

Mr. Seruggs—1I think one thing in it
will be plain .enough; that is that the
board will have absolute charge of the
matter; of everything. The board will
tell us what to do. A law of three
lines would be sufficient, just to turn
the insurance matter over to the board
and let them run it.

Mr. Hamby—Have you given any
thought as to the effect of a law such
as is before us upon the physical con-
ditions of the State as regards the fire
risks?

Mr. Von Rosenberg—Yes, sir, of
course, from time to time since the law
has been in effect. I think it is a good
idea that the rates of course should be
based upon the hazard that exists sur-
rounding each dwelling. It ought to
rest with the people themselves if they
want a lower rate, to adopt their prem-
ises to the conditions necessary to give
them a lower rate,

Mr. Reedy, to Witness Wright:

Q. There is a question I want to ask
you while you are on the stand that per-
tains to a matter that came up yester-
day. I would like to know if you have
information in your office that will
throw any light on it; that i1s whether
before the Rating Board was created
there was such a practice carried on in
this State between the wholesale men
of the State and the insurance com-
panies by which the wolesaler could
have a very low rate of insurance and
it was afterwards made up for the com-
pany by the wholesaler using his influ-
ence to get his customers to insure in
the same company?

For myself, as one of the au--

see that his customer had his stock in-
sured, because if he burned, he was cred-
iting him and he wouldn’t get his money,
and he would send them to this agent.
He would say, “I’ll send him to you.”

Mr. Seruggs—Was it agreed that you
were to charge them higher for their
insurance than the companies charged
the wholesaler?

"A. There wasn’t any agreement about
that. They would say the rate matter
you can attend to yourself. They
wouldn’t try to influence that, but they
would throw the business that way, and
there was the moral suasion to the
agent, as a lot more business came from
the wholesaler, to give him a better ad-
vantage in his rates.

Mr. Reedy—Now, have you any evi-
dence of that sort of procedure of busi-
ness in your office?

A. No; that was in the local; we
have got nothing of that kind in our
office here. We could not establish that
by documentary evidence. These things
are generally talked over, not written.

Mr. Seruggs—A deal of that kind is
entirely correct so long as the retailer
is left free to get the lowest rate he
could get; he was not forced to let you
write his business; the retailer was left
free to get the lowest rate he could.
You didn’t increase his rate? -

A. I wrote the rate that the retailer
was written at, not the same rate that
the wholesaler had been getting.

Q. At the same rate the retailer had
been paying? :

A. Yes, sir.

Mr. Reedy—Was there a mora] pres-
sure brought to bear on the retailer?

A. To give his business to that local
agent?

Q. Yes. |

A. He would be sent to him. I have
had them sent to me. On this question
of diserimination and demoralization, if
it was not so thoroughly admitted on the
hearing that we have, and the record is
so permeated with it, I don’t feel like it
is necessary to take up the time—that is
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admitted by everybody. If I thought so,
I could sit here and tell you particular
instances and give their names all day.

Mr. Seruggs—There is no controversy
on that at all.

Mr. Cureton—Here iz the question
that confronts the committee: Suppose
that in this law we give the board au-
thority to make and promulgate the
general basis schedules now, shall we or
not give the companies then permission
to employ a common agent to apply
these schedules to the various risks of
the State?

A. I think so. I don’t see that it
can do any harm for the reason that
these applications have to go back to
the board to be approved anyhow, and
it is the most economical way, and I
can’t see where there would be any rea-
sonable objection to it at all.

Mr. Hamby—For the purpose of get-
ting it in the record, I desire to say
that I thoroughly concur in Mr. Wright’s
opinion. It would be strictly in the in-
terest of economy, therefore in the in-
terest of the people. The company should
be left free to employ any methods
that they deem wise for the purpose of
minimizing the cost of insurance; that
is one of the larger items of the cost
of insurance.

Mr. Seruggs—You gentlemen both
think that before this rate, which is
applied by the expert, is printed and
sent to the public that the gentlemen
making the rate, such sheets as I have
been discussing, should first be submit-
ted to you for your O. K. on it?

Mr. Hamby—That will be a matter of
detail.

Mr. Scruggs—If you are going to
make any corrections on that rate it
ought to be made before we go to the
expense of printing the books. In other
words, you have your approval on each
one of these analysis slips before we go
to the expense of printing them?

A. Yes.

Q. When they make up that rate,
they will send you a carbon sheet, or
two carbon sheets, and you O. K. one
and send it back and file the other?

A. TFor the purpose of systemizing
the chaotic conditions that now exist.
in the insurance business and giving the
public and everybody as quick relief as
possible, I think that these things are
naturally in order, and I can not see
where any harm would come.

Q. There are 140 companies doing
business in the State. If we compel
each one, and especially its underwriting
bureau, to make a specific rate for the

State and apply a specific schedule
promulgated by you, it would cost them
140 times as much to do it separately
as for them to do it jointly.

A. T think it would cost some of
the small companies all their income to
do the work. :

Mr. Seruggs—aAnd wall their capital—
of some of them.

Mr. Seruggs—You have discussed sev-
era]l times the question of the companies
furnishing the assured with a detailed
statement of how his rate is made in
order that he may know what is neces-
sary to correct his risk. I would sug-
gest that instead of having the local
agent furnish that with each policy
as you have said, that the Rating Board,
or rather the expert, be required to
furnish him a copy at the same time
he furnishes the Board of Commission-
ers a copy; the idea I have in that is
to stop us before we go to the expense

of printing these books and getting

them before the public, in the interest
of economy and in order to save the
additional labor of having to furnish all
local agents with a full list of these
things; the amount of labor and expense
involved would eat us up.

Mr. Hamby—It would be well to leave
matters of that kind at the discretion
of the board. I think it would be well
to have in the law that all schedules
and specific rates shall be published and
open to the inspection of the public.

Mr. Scruggs—That suits us.

Mr. Seruggs—As to furnishing each
individual with the make-up. of the
published rate, that has always been
done at request. I think it would be
best that such matters of detail be left
to the discretion of the board.

Mr. Cureton—1I am still of the opinion
that he ought to be furnished anyhow,
some time. .

Mr. Scruggs—Then require him to
furnish him with a copy at the same
time he furnishes the board.

Mr. Cureton—Then afterwards when
a different person buys the building or
gains control of it, he can get it by
asking the company for it.

Mr. Scruggs—I want to get rid of this
additional labor on every policy. No
objection to giving it to him.

Mr. Wright—But the constant con-
fusion to the insurer and the man buy-
ing the insurance and the local agent,
if a local agent has got to go too often
to a policy holder to make changes for
any reason—no matter what—the policy
holder gets very tired of it. It becomes
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burdensome to him. He can’t always
stop and go get his policy; he is waiting on
a customer; maybe his policy is in the
bank with a mortgage clause attached to
it; maybe some one has to look him up;
if this thing can be handled so as to
avoid so much confusion as possible, it
will be well for it to be handled in that
way. ' '

Mr. Secruggs—Your idea is all right,
Mr. Cureton, but I think the getting to
it can be simplified so it won’t hurt any-
body. We can send that to the board and
let the board send it to the assured,
rather do it that way, so the board can
testify to the fact that it was sent to
the assured. I am willing to let it be left
entirely to the board, but don’t require
a local agent to put a schedule on every
policy that he writes, because that would
require half a million dollars of labor
throughout the State. It would be heavy
on the bureau becase we would have to
furnish every local agent a full copy
of the risks; as it is now, we give it to
the- board and it is open to the public.

Mr, Cureton—The local insurance
-agent, I suppose, would probably keep,
or rather, he has in his office a printed
form of every schedule?

Mr. Seruggs—Oh, yes; he has a printed
form on which this is made, but he has
not got the risk.

"Q. He has practically got it, by refer-
ring to the number?

A. It just shows the result.

Q. He can get the details—

A.  That only applies to exceptional
charges.

Mr. Wright—There is another advant-
age in having these specific rates that
the company would promulgate from
the general basis schedules furnished
them, and that is this: We are dealing
with human beings in making these rates
and they pass through a good many
hands, and no matter how careful they
are to check, errors will creep in, and
sometimes a man’s rate will be double in
the printed book what it really is on the
sheet that is scheduled; printers make
mistakes in setting things up; we had
quite a complaint not long ago from my
home town; I simply sat down and wrote
to Mr. Roulette’s office for an analysis of
that fire risk and did not tell him any-
thing about what I had in mind. In mak-
ing up that analysis Mr. Roulette, after
comparing it with that schedule, followed
it up with a bulletin correcting that
rate. If these things are put back to
us to check up, then we can see if it is
correctly applied.

Q. Should there not be filed with the

fire marshal of each city or town hav-
ing one, or if not having a fire marshal,

‘with the mayor of each city or town, a

copy of the general basis schedules and
also a copy of the specific schedules
for such town?

A. T think so, because it will involve
very little additional expense and work,
and he is the public official of the city
or town, and that gives it more publi-
city. I think it would be all right.

Q. What do you think of that?

Mr. Scruggs—What 1is it—general
basis schedule?

Mr., Cureton—Just these two books
(indicating the books referred to).

Mr. Scruggs—Needn’t put that in the
law. We will do that.

Mr, Cureton—It appears to be the
opinion of a great many well informed
men that one trouble with the insurance
law now is that it is lacking publicity.

Mr. Scruggs—We agree with that.

Mr. Wright—Put it right in the law.

Mr, Scruggs—We won’t object to that. -
We do object to giving a detail of each
risk. They would throw it in the waste
basket, and we would have the work
for nothing. .

J. H. Crane, being called before the
committee, and having been previously
sworn, testified as follows: .

Direct examination by Mr. Seruggs:

Question. How long have you been in
the fire insurance business; the fire rat-
ing business? ,

Answer. About eight years.

Q. During that eight- years, how
many different rating schedules have
you applied?

A. Three.

Q. Where were you located in each
point when you applied them?

. First, Minneapolis, Minnesota.
What next?
Oklahoma City.
And then Texas?
Yes, sir. :
. What schedule did you apply in
Minneapolis?

A. I worked under what was known
—please don’t confuse this Mercantile
schedule with the Universal Mercantile
schedule. About eight or ten years ago;
maybe a little longer, the companies
throughout the middle West found that
they would have to have a schedule, and
they got up what was known as the Mer-
cantile schedule; it was simply a small
book, and that was used throughout the
Middle States. :

Q. Now, in Oklahoma, what schedul
did you apply?

A. The Dean.

CrOFOP
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Q. Did either of these schedules have
a key rate system in them?

A. No, sir. .

Q. How did they classify the towns
in these other two schedules?

A. They were classified by their water
works.

Q. Arbitrary basis?

A. Yes, sir, arbitrary basis to a cer-
tain extent; it did not go into detail.
We took practically the same things
into consideration in arriving at the
class of the town, but we did not go into
detail on a regular key rate basis.

Q. Now, in your estimation, is this
schedule we are applying in Texas; this
amended schedule, any higher than the
one you applied in Minnesota as a gen-
eral proposition? In answering that I
would suggest that you consider the
amendments that are now on file to this
schedule, making the corrections that are
necessary.

A. I don’t think there would be much
ditference then.

Q. How much difference would there
be between this schedule and the other
schedule?

A. Well, we have got to stop and
take into consideration that in the Dean
schedule, you can get any basis out of
it you want; you can get a high rate or
a low rate.

Q. I am talking about the average
application of it.

A. The average application of the
States used, it will rum, oh, I should
think about the same think when you
got this new schedule amended and
work it.

Q. Do you think the companies, in
building this schedule, have treated the
people of Texas fairly and not attempted
to make the schedules too high?

A. That would be my judgment.

Q. Mr. Cureton suggests that I ask
you as to the relative rates under our
schedule on dwellings and the relative
rates under these other schedules on
dwellings; how about that part?

A. Well, some places they are lower
and some places they run higher.

Q. How would you make your basis?

A. Well, some places these schedules
produce lower rates and some higher.

Q. Don’t you think that is due to the
existing conditions in the State?

A. Yes, sir; that is what causes the
difference in the rates between the dif-
ferent States; it is the local conditions.

Mr. Seruggs—The point I wanted to
get in the record was that the compa-
nies had not attempted to build a sched-
ule that would produce higher rates than

would be produced elsewhere; to get
away from the idea that prevails that
we build this schedule and have at-
teimpted to take advantage of the peo-
ple. ]

A. You might say it is individual
cases; when I first went into Oklahoma
the basis rate on frame mercantiles was
$2; that was the basis rate. Now, the
occupancy and deficiency charges are all
added to that; the companies found
that as the State was improving and
a better class of citizens came into the
State, and the loss begin to do down,
why they cut that from $2 to $1.15.

Q. What is it in this schedule—the
basis rate for a frame mercantile?

A. $1.40, strictly frame, and $1.15
iron clad.

Q. Now, can you tell Mr. Cureton in
your estimation why these Oklahoma
rates are lower than the Texas rates?

A. I think the principal reason for
that is that the supervision by the com-
panies over the risks—looking after the
general conditions of the State, has kept
the loss ratio down and kept the State
cleaned up. )

Q. Don’t you think that the statute
law in Oklahoma probhibiting any eiti-
zen from collecting more than three-
fourths of the value of his property has
something to do with that?

A, That has had a good deal to do
with it.

Q. That is the statute in the State
of Oklahoma, is it?

A. It is, unless they have changed it
very recently.

Mr. Terrell—I would be willing to
join you in a change in that law this
far: You could collect a policy provided
-—collect it in full provided- the com-
panies are not willing to absolutely ré-
place his property in the same condition
it was before,

Mr. Scruggs—I am willing to do that
if you will provide in the law, you un-
derstand, how we are to determine
whether it is replaced. The difficulty
about that replacement theory is—if you
will make that in the policy it is all
right—but the difficulty lies in this fact:
You go ahead and replace it, and the
fellow says, I won’t accept it; it ain’t
as good as it was. I had something here
and you put in something else. And af-
ter we go to the expense to replace it,
he refuses to accept it, and says it is
not as good as it was before and not a
similar building, whether the facts jus-
tify it or not. We have already put our -
money in it, and then we have got to
pay him some more as a compromise set-
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tlement. The companies can’t afford to
do it. If the law could define some way
to determine whether ,or not it was a
replacement of the building and to force
him to accept it after it had been re-
placed, the companies would have no ob-
jection whatever, but you can’t do it
under the law because he will point out
little defects; probably here is a chim-
ney that is not as high as it was be-
fore and not as good as before, and he
will make so many of these little
charges until it will just eat you up.

Mr. Terrell—I believe we could
amend the law so as to leave it up to
them to agree on an architect to super-
vise it, or in case of failure to agree,
to have an appointment made.

Mr. Scruggs—Just fix it so the in-
sured can not collect more than the
value of his property.

Mr. Terrell—That will put them in
court too much. ,

Mr. Seruggs—We don’t have any suits
under the valued policy law. We just
walk up and pay them.

Mr. Terrell—I disagree with you on
that proposition of walking up and pay-
ing. It is very often the case where
the offer is a less amount, where the
man has to take it because he has to
have the money.

Mr. Seruggs—That might be so.

. Mr. Terrell—I know of two cases re-
cently at home, both small losses. They
tried the same stunt on us down there
not three months ago for a little rent
house we had out there; worth about
$700; insured for $500; and they tried
to get us to take a less amount on the
theory that the house was vacant fifteen
days last year without a vacancy per-
mit.

Mr. Seruggs—I admit we try to fight
that law all we can. We have ad-
justed ourselves to that law, and we are
getting along fairly well with it. If
you want to reduce the fire waste in this
State, you can’t do it on real property
as long as that law remains on the
books, and the only way to give the com-
panies an opportunity to break even is
to prohibit them from breaking even
or leaving it an open proposition.

Gross R. Scruggs being duly sworn,
in answer to questions propounded, tes-
tified as follows:

Q. (By Mr. Cureton.) Where do you
live, Mr. Seruggs? :

A. Dallas, Texas.

Q. What is your occupation?

A. Tire insurance, general agent.

Q. Now, for the purpose of making
our record complete, which the resolu-

tion of the House requires, I want you
to give to the stenographer the names
of the various insurance men who have
leen here representing companies before
the committee, whether they were called
as witnesses or not.

A. Idon’t know that I can give you all
of them. Mr. W. H. Stacy, Austin; O.
H. Milligan, Austin; H. B. Beers, Gal-
veston; J. G. Hornberger, Austin; Thos.
L. Monogan, Dallas; Sam P. Cochran,
Dallas; T. A. Manning, Dallas; Herman
F. Lloyd, Houston; J. Jalonick, Dallas;
Newt. M. Smith, Dallas; E. W. Gaffney,
Dallas; W. L. Stiles, San Antonio;
George Willig, Waco; R. L. Pollard,
Austin; James Cravens, Houston; Jim
Radford, Houston; C. C. Wright, Dal-
las; Jas. W. Cochran, Dallas; J. H.
Crane, Dallas; T. B. Roulet, Dallas; Mr.
Rennert, in charge of rating bureau
work in Austin; R. H. Cousins, Austin;
Mr. Barlow, city attorney of Taylor.

Q. Mr. Scruggs, the matter I want
to ask you about is who made the book
of schedules promulgated by the com-
panies in the State?

A. A committee of seven gentlemen.

Q. Representing what?

A, Seven insurance men compiled
the data from which one company made
the book.

Q. Now, the seven gentlemen who
compiled the data, by whom were they
selected ?

A. They were selected by a general
meeting of all insurance companies—I
don’t know that all were present, but
all were invited to be present—doing
business in the State of Texas.

Q. Who were the men selected?

A. The committee consisted of Jas.
W. Cochran, chairman; Gross R.
Seruggs, C. C. Wright, A. R. Phillips,
Jos. W. Russell, George W. Jalonick
and R. B. Esser.

Q. Well, now, after these seven men
had been selected to compile the data—

A. They selected ten, but three of
the gentlemen declined to serve.

Q. After these scven men had been
selected, did they then hold a joint meet-
ing for the purpose of preparing the
data?

A. They met every day for some
ninety days and worked all day on this’
work.

Q. Were they paid specially for. this
particular work by the joint companies?

A. They were paid for the work they
performed.

Q. I want to ask this question, if
the compilation of this book of sched-
ules was expensive to the companies or
otherwise?
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A. It was not, it did not cost them
exceeding $4000 would be my estimate,
including the printing.

Q. Now, in getting this data, from
whom did you get it, Mr. Scruggs?

A. We had before us to compile this
data the Universal Mercantile Schedule,
Dean Schedule, Kansas Schedule, Okla-
homa Srhedule, New York State Sched-
ule, Pennsylvania Schedule, Ohio Sched-
ule, Louisiana Schedule and what was
called the Southeastern Underwriters’
Schedule, which is a tariff applied to all
business in the South, east of the Missis-
sippi river.

Q. Now, did you undertake to take
the records of causes of fires extending
over a period of years making out these
schedules?

A. We did not, we took the records
of other tariffs, which had been com-
piled on that basis.

Q. Now, these schedules to which
you do refer were schedules which were
in active use in various sections of the
United States by companies doing busi-
ness in those States?

A. Al of them except the universal

mercantile schedule which was not in|

use anywhere, it was merely a guide.
It was spun out too far—it was subdi-
vided too much to be applicable as an
ordinary proposition to be practicable,
but it gives us a guide to go by and we
took  the Universal Mercantile Schedule,
and where they have two or three charges
on practically the same things, we lump
it into one charge.

Q. You pursued this same method
that I have referred to in making out
not alone the key rate, but the whole
book, including the special hazards and
all?

A. These companies which compiled
that book, which was the Hartford PFire
Insurance Company, did not follow al-
ways the information that we gave; this
this book is not the book we turned out.

Mr. Cureton to Mr. Scruggs:

Q. Do you know why the Hartford
Fire Insurance Company was selected
by your committee to do this work?

A, For three reason, first—in the
first place I want to correct that; we
did not select them; they were not se-
lected to do this work. They refused
to co-operate with us in this work and
demanded the right to build their own
books themselves, but the reason we
acquiesced in that and permitted them
to do it was for three reasons. In the
first place, they had the largest individ-
ual business of any one company in
Texas, tney write a half million dollars
worth of premiums in this State; they

were therefore in better position to do just
what was proper than any other one
company. ‘The second reason, they de-
manded the right to build their own
book and if we had put out a book
ourselves they would. have changed it
and amended it and we would have been
forced to meet the changes and amend-
ments and we let them: go ahead so as
to avoid confusion. The third reason,
we recognized the fact that if every
company put out a book themselves
that it would take probably three or
1our or five months to get the matter
down to a single basis. Wherever one
company put out a rate lower I would
have to change my book to meet it, and
the process of adjustment would have
to follow until it eventually came to
one book.

Q. The data which you people se-
lected, was it furnished to the Hartford
people?

A, They got a copy of it, in com-
pany with other companies, then they
made such corrections as they saw fit,

Q. And the other companies acqui-
esced?

A. The other companies have ac-
cepted the book; they recognize that
competition would eventually force all
of the rates to the same rate.

Q. The Hartford really made the
book ?

A. You might look at it that way;
T do not. There have been a good many
changes made since that they have had
to make to meet the -competition.
There are about one hundred amend-
ments on file now ready to be filed.

Q. After the book was published and
promulgated any company had the right-
to file an amendment to it?

A. Yes, sir. Many companies have
filed amendments that other companies
did not concur in.

Mr. Gilmore:

Q. Suppose you reduce the exposure
hazard, you can write at that rate, then
the other companies would have to
amend their schedule?

A. Yes, sir; they would have to
amend the schedule. The idea is to force
us to give thirty days’ notice so as to
keep us from taking advantage of the
other companies and grabbing the busi-
ness.

Mr. Cureton to the witness:

Q. I have before me amendment No.
24 to the general basis schedules issued
by the Fire Association of Philadelphia
by Trezevant & Cochran, general agents
at Dallas—after the book of schedules
was promulgated, Tregevant & Cochran,
for that company or association, they
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filed this amendment with the Rating
Board thirty days before the amend-
ment should take effect?

A. No, sir; they give notice that
they are going to file the amendment
thirty days before the filing of the
amendment.

Q. What sort of notice?

A. They send notice of the amend-
ment to the Rating Bureau and Mr.
Roulet notifies every company that he
is working for that; Trezevant & Coch-
ran notifies of the filing of the amend-
ment and the other companies have the
same tight to file their book and it cuts
out the unfair competition, otherwise I
could make a contract with you that I
could write you for 50 cents and then
go ahead and file my amendment after
T had made my contract.

Q. Cowing to Mr. Roulet, the bureau
—he stated, I believe, that he repre-
sented 108 companies. Is he employed
jointly by these companies?

A. No, sir; it is a several contract.
He is under a separate contract with
each of these companies to carry out
their specific instructions in regard to
basis schedules.

Q. If it was necessary to do so, he
might be compelled to take a sched-
ule and apply it to the risk of the town
for each of these companies?

* A. Yes, sir. If the schedule differed.

But if that was a fact the expense
would be in proportion to the number
of schedules he would have to build.
That is another reason why we at-
tempted to get all of the companies to-
gether on the schedule, to start with, it
would avoid a large expense. The idea
. was to let them fight out the proposi-
tion of competition of rates before the
book was compiled, then we would have
one book. If you didnd’t do that you
would be in the same position as if you
didn’t have any actuary. If there were
100 different schedules there would be
100 different rate books, don’t you see?

Q. If the law should provide that
the board should promulgate a general
basis schedule for all companies, what
would be the best way, in your judg-
ment, to prevent discrimination in the
application of the general basis sched-
ules, by letting each company apply the
general basis schedules, or by permit-
ting that to be done by the Rating Bu-
reau?

A. If they built a complicated scien-
tific schedule it would be absolutely im-
possible to have it applied any way ex-
cept through a common expert. If the
schedule is simplified, then in that event
you would not need any expert to ap-

ply it. It depends altogether upon the
basis schedule that they get out. Some
basis schedules a long time ago had only
three or four classes; so much for a
brick house, so much for dwellings and
so much for this and that, ete.; but
when you come to specifying these
things and giving credit for the different
things in the individual risks, you get
it more complicated, and the more com-
plicated it becomes the more scientific
it becomes and the more difficult of ap-
plication.

Q. Assuming that our purpose is to
reduce the fire loss of the State and yet
to give the people as low a rate of in
surance as possible, what character of
schedule would you make or suggest?

A. T don’t think you could improve
upon the present schedule with one or
two corrections, I mean with one or
two additions to what are already filed.

Q. You suggested heretofore correc-
tions in regard to exposure?

A. Yes, sir; that’s all and a clause
in your law giving the thirty days’ no-
tice in which to clean up premises for
exceptional charges, that is thirty days
after he is notified of the conditions.
These exceptional charges, Mr. Cureton,
is what is causing the trouble, and yet
at the same time those are thevery things
that are operating to get a clean-up of
the State and reduce the fire risk. They
showed you here before the committee
that Mistrot Bros. at Galveston fought
the city of Galveston for -eighteen
months on removing some old boxes be-
hind their store, and immediately after
they had to pay a higher rate because
of the presence of the boxes they got
them out of the way. I think there has
been a great hardship worked on the
people of the State of Texas in that
they were charged for these exceptional
charges before they had notice of then,
but the law did not permit us to cut
them out.. I think they should have
been given a period of time after they
had been notified that these exceptional
charges were there to make corrections,
and T think that the rate ought to be
a net rate after all the corrections are
made; I think if that uad been done
from the beginning there never would
have been a single complaint against
this law unless it would be from: my
good friend Walker. :

Q. When these exceptional charges
have been removed after the insurer has
discovered by chance or otherwise the
corrections necessary, have you instruct-
ed your agent to refund them that por-
tion of the premium which these ex-
ceptional charges made?
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A. T have, sir. It is hardly neces-
sary to do it because the local agent
is always looking for chances to bet-

ter himself with his custamer by pay-

ing back to him some rate; but your
idea of furnishing the customer with
a list of his charges would make the
customer ask for it; the customer would
ask for it, and then he would get it. So
far as.that is concerned, the local agents
have been just as ignorant as the public
and did not know themselves where they
stood.

Q. The fact is that we have all been
ignorant ?

A. Yes; and you haven’t given them
time to work it out.

Q. Do you think it a practical propo-
sition for a number of companies to send
a special agent to a town or a village
and hold a public meeting before these
schedules are finally promulgated, if new
ones should be made, for the purpose
of discussing and instructing the local
agents and the people who care to hear
it upon their proposition?

A. There is no objection; local agents
do that right now; they do that right
now. But to hold a public hearing of
property owners would not be a good
idea for the simple reason that there
would not be any one there except
those whose rates have been increased
at the hearing. The others would pay
no attention to it. We will send special
agents to every town to show the local
agents the book and explain it to them
before it goes into effect.

Mr. Crane—You can send somebody to
explain these rates before the book goes
into application, and you won’t have
five people to hear you; but you put the
rate book out and let them know what
their new rates are going to be, and you
will have the entire town.

Q. We propose to put in the hands of
each property owner the specific sched-
ule, and then you can hold your meet-
ing before the book is printed.

Mr. Crane—A very practical demon-
stration of that was at Beaumont, one
of the first towns; I went there and
tried to get the people and everybody
. through their Chamber of Commerce to
come there and listen along these lines;
I had eight people there. We put the
rate book out, and our agents went up
and down the street and told them what
we had and we had every merchant in
town out, 250 of them, and after they
got through and understood the proposi-
tion they went away perfectly satis-
fied and started to work, and the Cham-
ber of Commerce and the Retail Mer-

chants’ Association took advantage of the
meeting and got together and trans-
acted a lot of business of their own,
the biggest meeting they had ever had
in two years.

Mr. Cureton—What this committee
would like to know, Mr. Seruggs, is why
a good many companies have withdrawn
from the State and are not now writing
business. What injustice, if any, has
been done them, and how may that in-
justice, if any, be corrected?

A. There are two reasons why my
office has withdrawn, and I think these
two reasoms will practically cover the
reasons for all the rest. There may be
some difference of opinion along that
line. One reason is the fact that the
board’s order for a 25 cent reduction
might be held to apply to all .policies
issued prior to the date of that order.
Insurance companies can mnot afford to
do business and not know what their
contracts are. Any reduction order up-
sets their entire calculations and they
have to refund commissions, an amount
of money that they have counted on as
being earned. They also have to go to
the expense of looking up these policy
holders in order to refund their money,
to go to the expense of putting all these
indorsements on their various records,
and is very, very burdensome,

Mr. Cureton—One reason is under the
order of the board they were apprehen-
sive that they would be compelled to re-
turn to the policy holders—

A. No, no. That is correet, but you
ave hardly putting it fair to them. They
wanted to avoid the labor, trouble and
expense of returning that.

Q. I understand. Of returning to
the policy holders an excess premium
which would appear under the 25 cent
reduction on policies written before that
order.

A. Yes, sir; that was one reason.
Another reason was that the board in
making this order based the order upon
the information which was not correct
and inconclusive and was not universal;
did not cover the State; that order also
applied to rates as then existed without
considering the rates that would exist
when the corrections are made by the
various policy holders. If that 25 per
cent could be applied to the rates as pro-
mulgated which they figured on it would
not be enough reduction, and if it had
been applied to the rates after they had
been corrected, it is just 25 cents too
much reduction; therefore we could not
agree to that order of reduction because
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of the far reaching future effects of it;
not the present effects.

Q. In other words, it was not clear
in your mind whether this 25 cent re-
duction was a reduction from the rate
on a particular class of hazards after
you had filed an amendment reducing it?

A. Yes, sir.

Q. Or whether the 25 per cent reduc-
tion was on the rate as promulgated
without the amendment?

A. Yes, that is correct; now, instead
of discontinuing business, 1, for one.
would have come to Austin to discuss
these matters with the board, but for
the fact that we were advised by the
people and the papers and everybody
else that the Legislature would meet i»
ten days and repeal this law, and with
the repeal of this law it would rescind
the order and it would adjust itsen
all right, simply awaited the meeting of
the Legislature to give us relief. If the
Legislature don’t give us relief, we have
to go to work and find out what class
we will have to write. In addition we
will have to consider the final rate after
corrections are made instead of the pub-
lished rate which the board figured on.

Q. In considering the bills now intro-
duced, if they should pass, giving the
board authority to make general basis
schedules and promulgate them, and that
the risks shall thereafter be written
by them, and in the interim between the
repeal of the present law and the promul-
gation of these rates, if you will be per-
mitted to write under the rates as they
now exist, what, in your opinion, would
the companies do? :

A. You mean without the 25 per cent
reduction ordered by the board?

Q. I don’t myself understand it, but
making a fixed and clear rate, suppose
that we make it apply with the 25 per
cent reduction on the rates as they are
now published? ’ .

A. No objection in the world on my
part to writing it, but we can not per-
petuate that order and grant these re-
ductions and corrections. We felt, as T
tried to draw out in Hamby’s testimony,
that the order once being made, the board
can never atford to rescind that order on
account of public opinion. The Legis-
lature can repeal that order, and the
board can take the position that they
won’t re-enact it, and if they rescind that
order without putting something into
effect to offset the clamor from the pub-
lic on the proposition, it would be such
that it could be made effective—

Q. Suppose that the entire law is re-
pealed and this new law goes into ef-

fect, and the new law permits you to
write insurance accerding to the rates
which have been-—which are now. in
effect and in effect under the order,
would the companies go ahcad and con-
tinue to write business until the promul-
gation of the new basis schedules and
specific rates?

A. I don’t know whether they would
or not. We probably would resume in
our office and decline such things as
the schedules showed the rates too low.
One of the great difficulties that con-
fronted us at the time was that there
was only 200 towns in the State that
have been rated, and we have to write
in 1600 towns without any basis for
knowing what our rates will be. I can
not afford to sell my policies without
knowing what I am going to get for
them.

Mr. Gilmore:

Q. You know this about these un-
rated towns: that they will be rated
a(lzcording to your reduction basis sched-
ule?

A. Yes, sir.

Q. Then don’t you know what you
will get?

A. No, sir; do not.

Q. You know that you have got dif-
ferent individual risks which will be a
matter that you have, with hazard cover
whenever these rates are applied to the
specific risk you will have that risk,
whatever its hazard may be covered?

A. Yes; let me explain to you by
telling you this: that we could not
sustain that reduction on any rate
produced under that book as we expect
the book to turn out not a single one
of them with the corrections that we
propose to make; there ain’t any of
them that we could do it, and there
are cases where the book makes the rate
entirely too high and where the book
ought to be reformed and corrected, like
that one, exposure charges across the
street. When this is connected. I would
be willing to write the business, because
25 per cent leaves that higher than it
ought to be. We do know that it can’t
stand a 25 per cent reduction when
properly applied.

Q. Was it a fact that your compa-
nies wanted to avoid being controlled
at all? Did it have anything to do wi.n
them discontinuing their business?

A. No. T never received a line of
instruction from any of my companies
on this proposition; never been a letter

passed.
Q. On this discontinuation business?
A. Yes, sir.
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Q. All on your own—

A. Own volition; yes, sir.

Q. Some companies are writing busi-
ness?

A. Yes, sir.

Q. Some companies have refunded the
unearned portion of this premium?

A. They have not.

Q. I am talking about this 25 per
. cent reduction. )
" A. No; they have not.

Q. I have had some insurance man
to tell me that they have refunded the
25 per cent reduction.

A. No, sir.

Q. Mr. Cureton is under the
rider” clause?

Mr. Gilmore—No;
was at least from one. )

Mr. Scruggs—What is the name of
the company?

Mr. Gilmore—The company Mr. Gaff-
ney represents.

Mr. Scruggs—He had nothing to re-
fund. He has just started in business.
He had nothing to refund.

Mr. Gilmore—Perhaps
stood him.

Mr. Seruggs—Perhaps you did, be-
cause Gaffney is not very clear in his
statements.

Mr. Gilmore—He is a man, excellent
gentleman, and I don’t—I1 might have
misunderstood him, but 1 don’t believe
I did.

Q. " By Mr. 'Gilmore—What compa-
nies have refunded under the 25 per
cent reduction?

Mr. Wright—North British and Mer-
cantile ordered premiurcs refunded un-
der the 25 per cent reduction, accord-
ing to our order and it got noised
abroad from some sources that the Com-
missioner, Mr. Hawkins, then Commis-
sioner, had ruled that it was in viola-
tion of the law in that it diseriminated
between policyholders, and they could
not continue that vractice. Liverpool,
London & Globe is another company
that has refunded and several companies
represented by J. D. Kitchen and
Brother of New Orleans had ordered
it and for the same reason they
stopped it; they were afraid they would
have their licenses revoked and they
came here to see Mr. Hawkins about it
and came in my office and saw us about
it and they went down to get Mr. Haw-
kins to refer the matter to the Attor-
ney General by letter, asking his con-
struction on that point, if our order
would justify that or reach back to it;
just how the letter was worded T don’t
know, but they stayed around here for

“red

my information

I misunder-

a few days, these gentlemen did, try-
ing to get some light on that subject.
I, myself, at the request of the gentle-
men, went to the Attorney General’s
office and asked them if such an opin-
ion had been asked for. Judge Walthall
says it has, and we are considering it.
I believe that the companies will be
justified under that order and under the
law in refunding that premium on a
pPro rata basis if they see fit, but we
have not framed up our opinion so as
to give you an answer, but I will try
to get it ready for you this evening.
I went back that evening—well, it was
the next morning—I went back to see
General Walthall and he says the mat-
ter has been referred to General Light-
foot, and he will attend to it himself;
the assistant will not give out an opin-
ion. So far as this board is advised,
General Lightfoot has never answered,
and on yesterday I was talking to Mr.
Von Rosenberg of present conditions and
told him of this circumstance, and Gen-
eral Lightfoot came up, and he says,
General, T understand there has been
several opinions asked for by my pre-
decessor and I want to talk to you
about it, and I saw Mr. Von Rosenberg
this morning and asked him if Mr.
Lightfoot had answered on that issue
yet, and he said no, it wag still pend-
ing. So there is the story of the case.

Q. Then, as I understand it, Mr.
Wright, the former Commissioner of In-
surance, held, in fact, it would be a dis-
crimination by the companies?

A. No, sir; he did not hold that.
He held exactly with the board on the -
advice of the attormeys—that 1is, the
suggestion of the attorneys before our
hearing, Mr. Thompson and Mr. Hanger
who represented complainants, took the
position that this board ecould not make
a retroactive order; we could not force
the companies to make this deduection,
but that whatever order we made would
take effect from the date the order went
into effect. You will find that in the
record from Mr. Hanger.

Q. T think they are exactly right on
that.

A. And on several occasions we had
it put up to us by telephone and tele-
graph and by mail, and Mr. Hamby and
myself and Judge Hawkins all uni-
formly advised them we could not make
a retroactive order, and did not intend
to and did not consider that we had
and I believe that Mr. Scruggs has got
a letter in his pocket to that effect.

Mr. Scruggs—No, I haven’t got it in
my pocket.
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Mr. Wright—Well, you have got it.

Mr. Scruggs—Oh, yes; I got it.

A. But if the companies wanted to
do that, we saw nothing in the law to
prevent them from dmng it. That is
still our proposition. Mr. Hawkins—
with all due respect to the whole situ-
ation—Mr, Hawkins was in absolute
harmony with us on that particular
point and was writing letters accord-
ingly.

Mr. Terrell—I want to ask somethmg
about that order.

Q. (By Mr. Terrell.) Was that
25 per cent reduction of the rates as
published, or on the rates as reduced
by corrections?

A. On the rate as published right
then.

Q. As it existed at that time?

A. As it existed at that time. We
could not anticipate that the correc-
tions would be made.

Mr. Seruggs—But, if the order is con-
tinued you understand and the correc-
tions are then made, the reduction still
applies? ;

A. Sure.

Mr. Scruggs—As a matter of fact,
these corrections are being made every
day.

Q. (By Mr. Terrell.) Mr., Wright,
don’t you think it would be proper to
so amend that order at the present time
that in case, by corrections, the indi-
vidual rate is reduced as much as 25
per cent, then the reduction would no
longer take effect, and if any individ-
ual risk your board believed to be ex-
. cessive, that you could reduce the in-
dividual risk so as to make it abso-
lutely certain—give the companies a
right to continue doing business now,
because the cotton ecrop is coming on
very shortly and we are gomg to need
practically every company in the State
to handle that; don’t you think your
order could be amended at the present
time to take effect now so the compa-
nies take—wnte under that proposition
now?

Mr. Seruggs—That would be entirley
satisfactory to us.

A. As to what could be done, that
is a kind of a new thought you have
thrown out to me, and I don’t know
just what we could do on that.

Q. I mean couldn’t it be done?

A. I don’t know what can be done
under the law. I take it this way:
Under that law that practically what-
ever we do in passing an order has to
be done as the result of a hearing. It
says we shall not make an order with-

"l hazard?

out giving the parties notice. You see
we have swapped horses in the mean
time and our new man would have to
be “taken into account and considera-
tion.

Mr. Terrell—As I understand, he
don’t get a vote unless you and Mr.
Hamby disagree, under the present law,

A, That is true.

Q. Now, if the rate with the 25 per
cent reduction—the rate as published,
with the 25 per cent reduction was, in
the opinion of the board, a fair rate
and allowed ohly a reasonable income
to the companies as the board should
——if the—by reason of cleaning up and
perfecting individual risks, the rate was
reduced on that risk 25 per cent,
wouldn’t the companies Dbe—wouldn’t
under the tariff of the board the compa-
nies be entitled to have that 25 per cent
reduction no Ionger apply, or at least a
part of it?

A. We would have to figure on that.
That brings in a new matter altogether.

Mr. Terrell—The reason I was get-
ting at it, is that the cotton crop will
begin to move in a short time.

A. I appreciate the situation and
this board will do anything they can
under the law to relieve the situation
and help the farmers move the cottonm,
but here is what can be done. If the
cotton people could not move the cot-
ton, they, as a class, could come to
this board with a petition and haye it
set down for hearing and ask that this
thing could all be gone into again, and
if the rates the companies are getting
are not such as the companies and they
can get they could ask us to make a
rate. I think we could do that without
giving the ten days’ notice of hearing.

Mr. Scruggs—Couldn’t you amend
your order by saying: This order was
intended to apply to rates as they ex-
isted at the date of this order and it
shall not apply to any risk where im-
provements have been made sufficient to
reduce the rate 25 per cent; just to
make the order clear?

A. No; I will tell. you about that.
If you will take the. reduction as we
made it; here is a copy of it; you see
this don’t apply to cotton at all. It ap-
plied to mercantile special hazards.

Mr. Seruggs—Ain’t cotton a special
It is covered in the whole
book. ’

A. The old rate average on buildings
and contents combined was $1.96; there
was not any cotton quoted in 1t the
new rate was 3 per cent; our order re-
ducing that was 25 and 15 and some-
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thing for occupancy charges; some few
of them did have occupancy; of course,
say that just for the purpose of getting
at this, assume that 25 per cent
straight reduction covered, all these dif-
ferences. That would bring the rate to
$2.25 against $1.96; while your clean-
up charges on the risks we investigated
we will say would amount to 30 cents;
that is the charge that policy holders
can remove without any cost. We don’t
take into consideration a man going to
remodel his building, and trash and
things of that kind, which would
amount to 30 cents, which a man could
reduce, and bring it down to $1.95, al-
most exactly what the average rate
was; that is, of the risks that we in-
vestigated; the order might be modified
this way. I speak of this as a possibil-
ity, but I don’t mean we can get it and
do it now, until we investigate and see
whether we have got the authority or
not. In answer to Mr. Terrell’s ques-
tion, it might be modified so that if the
reduction of 25 per cent brought it down
to a reasonable rate that the compa-
nies contend for—the old rate, we will
say—and that the trash and stuff
moved out from there would equal the
reduction on any particular risk, let it
rest, but on other risks where it did
not bring it down to it, they would be
entitled to have the clean-up charges,
too.

Mr. Seruggs—That would be satisfac-
tory to us, Mr. Wright.

Q. (By Mr. Cureton.) Mr. Wright,
suppose that in amending this law, that
we take and devote a section which we
will call, for the sake of this discussion,
“emergency rates” or “suspense rates,”
which are to obtain from: the time this
law goes into effect until new rates are
promulgated by the board and applied;
and that in these suspense rates the
companies be permitted to write busi-
ness according to the rates which have
been heretofore promulgated under your
25 per cent reduction clause, but pro-
vide that where the company, since the
promulgation of the 25 per cent reduc-
tions, files an amendment reducing the
rate, ‘then that the 25 per cent reduc-
tion shall only apply to your reduced
rates ‘proportionately; in other words,
if they file an amendment reducing the
rate 15 cents, then that the 25 per cent
reduction order shall only reduce that
particuilar rate or class of rates 10
cents; so if the total reduction is only
25 cents from what it was originally
placed by the company; mnow, would
that class of suspense rate, to write all
this business in the interim, be approx-

imately just or at least bearable during
suspense ?

A. Well, that involves some investi-
gation. It might. What do you think
about it (speaking to Mr. Hamby) ?

Mr. Hamby—I suggest that the law
leave it in the hands of the board.

Mxr. Cureton:

Q. I am putting into this new law a
suspense. rate section. Now, in drawing
any bill we are forced to draw a section
governing the rates during the ip-
terim, or, as we have called it here, a
suspense rate, and we want to know
how to make that fair and equitable to
the companies?

‘Mr. Seruggs—You are figuring on
some clause to put in the law?

Mr. Cureton—VYes, sir,

Mr. Hamby—1I would suggest that the
new law contain a section that would
allow the board to promulgate such
emergency or temporary rate as they
see proper covering that feature, put in
the new law a certain established rate
now which may appear impracticable
when you enforce it and it will give the
board that latitude to adopt something
similar to that now in the book. .

Mr. Seruggs—A section giving the
board authority to fix a temporary rate
would - be satisfactory.

Mr. Gilmore—Mr. Scruggs, I think I
noticed in the newspaper where you
made a statement to the Senate com-
mittee - that 1909 rate in effect prior
to this law would be satisfactory to
you?

A. That would be with most if all
1909 rates were re-established; they
wouldn’t be satisfactory, but if you use
the 1909 rates on mercantile and ask us
to continue to write risks on dwellings
as they are. I am willing to write just
as I wrote last year, but not willing for
you to make the legal rate or mercan-
tile rate what it was last year and not
get the same on dwellings.

Q. As a matter of fact, dwellings
are the most profitable part in the in-
surance business?

A. Least profitable part in Texas,
most profitable outside of Texas; T
mean as a big class when I say least
profitable.

Q. As compared to the premium:
charged and loss ratio ism’t there more
profit in residence rates than mercantile
rates?

A. No, sir; not in Texas. It is out-
side of Texas.

Mr. Cousins—We give an agent 20
per cent commission on dwellings and
15 per cent on mercantile rates.



