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Little Rock, Arkansas,
May 12, 1939,

Honorable Cari E. Bailey,
Governor of Arkansas,
Little Rock, Arkansas.

Dear Governor:

I have the honor to submit the fifty-eighth annual re-
port of the State Insurance Department giving information
as to the proceedings and activities of this Department for
the preceding year, together with comments and recom-
mendations. This report includes the condensed finanecial
statement, together with business transacted in Arkansas,
of all insurance companies, foreign and domestic, which were
authorized to transact business in the State during the year
1938.

REDUCTION OF FIRE INSURANCE RATES

Effective April 1, 1938, this department ordered a rate
reduction in fire insurance premiums over the five year
period of $878,643.13. This was the amount of underwrit-
ing profit in excess of five per cent made by the stock fire
insurance companies on Arkansas business for the five year
period, 1933-1937, inclusive,

All of this reduction was applied to residential property

and ranged from 7% to 22% reduction in fire premiums on
residences in Arkansas having fire protection.

After discussing with you the possibility of another
reduction in fire insurance rates on the basis of the figures
for the five yesr period, 1934-1938, inclusive, I have com-
pleted the tabulation of the experience in Arkansas for said
period. Said tabulation was made in conformance with Act
163 of 1919 (Sections 7723 to 7736 of Pope’s Digest), This
tabulation discloses the fact that during said five year
period the stock fire insurance companies made an under-
writing profit of $1,333,678.36 in excess of the 5% under-
writing profit allowed under said law, the figures being as
follows:
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Earned Premiums $24,102,624.90

Losses Incurred ... $ 9,685,018.37

Expenses Incurred ... 11,878,796.93  21,563,815.30

Underwriting Profit for five year period....__. $ 2,538,809.60
5% profit allowed by law 1,205,131.24

Excess profit—1934-1938, inclusive . $ 1,333,678.36

The Insurance Commissioner, after reviewing the loss
ratios of all classes of risks written by the fire insurance
companies in Arkansas, finds that the lowest loss ratios for
said five year period were experienced by the following
classes:

1. Mercantile and office buildings, including public gar-
ages and dry cleaning plants, excluding all risks of this
class-which are fireproof or sprinklered (these having
already received reductions).

2. Stock and contents of all buildings included under Item
No. 1.

3. Miscellaneous classes.

Therefore, the rate reduction is ordered on these
classes. The reduction in rates, when applied to the above
classes only, will amount to a savings of 10% on Item No. 1;
5% on Item No. 2 and 10% to 20% on Item No. 3.

The two main factors in fire insurance losses are arson
and carelessness. The continued splendid work of the Fire
Marshal, Mr. Guy E. Williams, has been responsible for
cutting down the number of fires due to arson. The facts
and figures on this phase are set out in another section of
this letter.

Fire losses due to carelessness can be reduced only by
watchfulness of the property owners. The attention of the
insuring public is called to the fact that g low burning ratio
will reduce fire insurance rates and that the classes of risks
experiencing the low loss ratios will get the benefit of any
reductions made. In 1938 the reduction in fire insurance
rates based on the tabulation for the five year period, 1933-
1937, inclusive, went to residence and dwelling property,
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that class of risks having demonstrated from the figures
that it deserved the reduction.

The increased efficiency of the fire departments of the
cities and towns of this State during the past few years has
been responsible for the low loss ratios experienced by a
great number of our cities and towns. The prompt and
efficient service rendered by the firemen should be com-
mended.

The rate reduction for the present five year period will
go into effect on all policies on risks in the enumerated
classes issued on or after April 1, 1939,

In addition to these reductions fourteen cities and
towns in Arkansas have made additional savings in their
fire insurance rates on all classes of risks due to their mak-
ing improvements in their fire protection equipment and
man power and other cities and towns should make investi-
gations and plan to do likewise.

The Insurance Department wishes to reiterate the fact
that more than fifty per cent of the fire losses are due to
carelessness and that if our citizens wish to have continued
reductions in fire insurance rates it will be necessary to be
more careful. Under the law which gives the Insurance
Commissioner the authority to lower fire rates the com-
panies are entitled to a five per cent underwriting profit
and careless fires will necessitate a raise in rates, if the
loss ratios get back to where they were a few years ago.

It is noteworthy that the only two fire rate reductions
ever ordered under our statutes were ordered in two sue-
cessive years of your administration.

FIRE MARSHAL’S DIVISION

The report of Mr. Guy E. Williams, Deputy Commis-
sioner and Fire Marshal states that during the year 1938
his department investigated an even one hundred fires in
seventy-three counties of the State and that he traveled
approximately 26,000 miles in the performance of hig du-
ties. With the full cooperation of the prosecuting attor-
neys, sheriffs, chiefs of police, fire chiefs, state police and
other law enforcement agencies, the Fire Marshal appre-
hended 40 persons who were charged with arson. Of thig
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number 30 convictions and confessions were obtained. Many
of these convictions were had after long investigations and
hard fought trials. The Fire Marshal wishes to comment
on the marked change in attitude of the people in the en-
forcement of the law against arson. The Fire Marshal is
now looked upon as an officer doing his duty rather than as
a rank outsider.

It has been g pleasant task to cooperate with state
agencies and commissions in making inspections of several
of our state institutions which house many persons. As a
result of these inspections suggested changes have been
made. This division has also inspected many schools,
colleges and dormitories. Addresses were delivered to
thousands of school children during Fire Prevention Week,
October 9-138. It is our belief that this type of work is very
essential and will soon bring splendid results, Pamphlets
on fire prevention were sent to the schools of the State.

Due to lack of help it has been impossible to make
thorough investigations in all instances. In fact it is phy-
sically impossible for one man to render adequate service
when the demands are so great. The 193D legislature saw
fit to give this department an assistant for the biennium
beginning July 1, 1939, and this will enable us to carry on
more efficiently.

| UNAUTHORIZED INSURANCE

In our two previous reports we called attention to the
fact that many of our citizens continued to purchase insur-
ance from non-admitted companies, despite the warnings
issued. The people of this State are beginning to realize
that they are at the mercy of these companies when a loss
oceurs under the terms of the policy contract and we are
glad to say that we believe this menace is growing less.

However, there will always be some who will purchase
this cheap insurance and take a chance. In order to further
protect these citizens we assisted in securing the passage
of Act 181 by our 1939 legislature. This Act was recom-
mended by the Insurance Commissioners of the United
States and the American Bar Association after a study of
this problem for many vears. The act provides that the
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transaction of business by a foreign or alien insurance com-
pany in this State without a certificate of authority and the
issuance or delivery of a policy of insurance to a citizen or
resident of Arkansas is equivalent to an appointment by
such insurance company of the Insurance Commissioner to
be its attorney upon whom may be served process in any
action or suit arising out of such policy contract. The Act
further provides the method to be employed in obtaining
service.

The emergency clause was not attached to this Act and
same will, therefore, not go into effect until June 8, 1939.
If this law is upheld by our Courts, it will be of great as-
sistance to the people of our State.

I wish to thahk you for your whole-hearted cooperation
in all matters connected with the duties of this Department
and assure you of our continued cooperation.

Respectfully submitted,

M. J. HARRISON,
Insurance Commissioner
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The following number and classes of Insurance Com-
panies at the date of this report are authorized to transact
an insurance business in the State of Arkansas:

Capital Stock Fire Insurance Companies (Direct)... .. 137
Capital Stock Fire Insurance Companies (Reinsurance) 18
Mutual Legal Reserve—TFire . 15
Legal Reserve Life Companies—Stock and Mutual ... 70
Miscellaneous Casualty—Fidelity and Surety .. 59
Mutual Legal Reserve—Casualty S
Reciprocal or Inter-Insurance Exchanges—TFire ... 10
Reciprocal or Inter-Insurance Exchanges—Casualty ... 6
Stipulated Premium Plan—Life, Health and Accident
Companies .. 8
Mutual Assessment Associations ... 6
Fraternal Associations—White 24
Fraternal Associations—Colored 4

Farmers Mutual Aid Associations—Fire ... ... 15

TOTAL 379
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INSURANCE COMPANY DEVELOPMENTS
IN ARKANSAS
DURING 1938 AND UP TO DATE OF THIS REPORT

COMPANIES ADMITTED

FIRE

Capital Fire Insurance Company of California, Sacra-
mento, California, admitted October 21, 1938, to write fire
and allied lines.

Central Manufacturers’ Mutual Insurance Company,
Van Wert, Ohxo admitted April 14, 1938, to write fire and
allied lines.

Jersey Insurance Company of New York, 95 Maiden
Lane, New York, New York, admitted October 29, 1938, to
write fire and allied lines.

Northern Assurance Company, Ltd., London, England,
admitted October 31, 1938, to write fire and allied lines.

General Insurance Company of America, Seattle, Wash-
ington, admitted January 13, 1939, to write fire and allied
lines.

Richmond Insurance Company of New York, West
Brighton, New York, admitted June 7, 1938, to Wmte fire
and allied lines.

Seaboard Insurance Company of Baltimore, 150 William
Street, New York, New York, admitted October 20, 1938, to
write fire and allied lines.

Service Fire Insurance Company, 99 John Street, New
York, New York, admitted June 7, 1938, to write fire and
allied lines.

Western Millers Mutual Fire Insurance Company, Kan-
sas City, Missouri, admitted August 16, 1938, to write fire
and allied lines.

FIRE REINSURANCE
Reinsurance Corporation of New York, 122 E. 42nd
Street, New York, New York, admitted March 1, 1938.
RECIPROCAL COMPANIES

Allied Underwriters, Dallas, TeXas, admitted January
27, 1938. '

Farmers Automobile Inter-Insurance Exchange, Los
Angeles, California, admitted April 5, 1938.
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v LIFE COMPANIES
Morris Plan Insurance Society, 420 Lexington Avenue,
- New York, New York, admitted January 13, 1939.
MISCELLANEQUS CASUALTY COMPANIES

Accident and Casualty Insurance Company, Winter-
thur, Switzerland, admitted September 14, 1938.

Glens Falls Indemnity Company, Glens Falls, New
York, admitted September 29, 1938.

Lumbermens Mutual Casualty Company, Chicago,
Illinois, admitted August 19, 1938.

National Mutual Casualty Company, Tulsa Oklahoma,
admitted March 8, 1938.

Pennsylvania ‘Casualty Company, Lancaster, Pennsyl-
vania, admitted August 19, 1938,
CHANGES, WITHDRAWALS, Etc.
FIRE COMPANIES

Chicago Lloyds (Associated Underwriters, Inc., Man-
agers), Chicago, Illinois, is now in liquidation.

Eagle Star Insurance Company, Ltd., of London and~
New York, qualifies to write fire insurance direct instead
of reinsurance.

Sea Insurance Company, 90 John Street, New York,
New York, files rates as direct writer. ’

Standard Marine Insurance Company, Ltd., 59 John
Street, New York, New York, changes to reinsurance.
FIRE REINSURANCE COMPANIES
Union Marine and General Insurance Company, Ltd.,
55 Fifth Avenue, New York, withdrew December 31, 1938.
RECIPROCALS

Employers Inter-Insurance Exchange, Waco, Texas.
Receivership order April 8, 1938.

Republic Underwriters, Waco, Texas. Receivership or-
der March 30, 1938. :

United Guaranty Exchange, Little Rock, Arkansas.
Voluntary liquidation October 20, 1938.



ARKANSAS INSURANCE REPORT, 1938 11

LIFE COMPANIES

Great Southern Life Insurance Company, Houston,
Texas, withdrew March 1, 1938.

Hercules Life Insurance Company, 925 Holman Street,
Chicago, Illinois, merged with Washington National Insur-
ance Company, 1737 Howard Street, Chicago, Illinois, April
30, 1938.

Mid-Continent Life Insurance Company, 1400 Shartel
Street, Oklahoma -City, Oklahoma, withdrew March 1,
1938. ;

Ohio National Life Insurance Company, Cincinnati,
Ohio, withdrew November 30, 1938.

Protective Life Insurance Company, 2112 First Ave-
nue, Birmingham, Alabama, withdrew March 1, 1938.

Southern Equitable Life Insurance Company, Warren,
Arkansas, transfers all policyholders of April 1, 1938, to
Security National Llfe Insurance Company, West Memphls,
Arkansas.

STIPULATED PREMIUM INSURANCE COMPANIES
Better Way Life Insurance Company, Little Rock, Ark-
ansas; referred to Attorney General as insolvent July 21,
1938.
MISCELLANEOUS CASUALTY

Western Casualty and Surety Company, Fort Scott,
Kansas, withdrew June 10, 1938.

ASSESSMENT COMPANIES
Postal Indemnity Company, Dallas, Texas, withdrew
March 1, 1938.
"FRATERNALS
Royal Arcanum—>3Supreme Council of, Boston, Mas-
sachusetts, withdrew April 1, 1938.
FARMERS MUTUAL AID ASSOCIATIONS

The Mid-West State Fire Insurance Association of Tex-
arkana, Arkansas, commenced business June 21, 1988, as a
farmers aid association.

Southern Farmers Insurance Company Conway, Ark-
ansas, commenced business szuzu‘; , 1938,
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FINANCIAL STATEMENT

RECEIPTS OF THE DEPARTMENT FOR THE YRARS 1937 AND 1938

‘ ‘ ; 1937 - . 1938
2% YPremium ‘Tax - $501,029.13 - . $549,161.15
%% Premium Tax . 59,380.77 71,439.50
5% Premium Tax (Unauthorized Business) ... 30.70 27.45°
Miscellaneous Fees (All Sources) .. 36,540.94 34,429.40
Franchise Tax (Paid State Treasurer) ... 51,950.00 52,700.00
TOTAL e $658,940.54 $707,757.50

DISBURSEMENTS DURING THE YEAR 19838
Calendar Year

From Salary Appropriations : ---$16,200.00
From Maintenance Appropriations - - 6,472.93

TOTAL DISBURSEMENTS .. : I B §22,672.9%
COMPARATIVE STATEMENT OF STOCK : FIRE INSURANCE, COM-
PANIES (DIRECT WRITING AND REINSURANCE) SHOWING THIE
UNDERWRITING LOSS OR PROFIT IN'ARKANSAS BASED ON PREM-
ITMS EARNED, LOSSES INCURRED, AND EXPENSES INCURRED,
ALSO THE EXPENSE RATIO BASED ON PREMIUMS EARNED AND
EXPENSES INCURRED. . THIS IS ON FIVE YEAR PERIODS,. ..
ENDING DECEMBER 31, OF DATES GIVEN BRELOW: - :

Underwriting Expense

’ Lioss % Ratio %
1924 e 15.0 43.9
b 4 S 149.0 43.8
1626 : - 14.1 . 43.2
1927 g RE ST &% SR 43.
1928 ... 12.6 . o - 43.9
1929 L ; L : o SR N B SRR R
1980 e : : 7.7 43.9
19831 7.0 43.7
1432 N . 108 43.9
1933 . . 10.3 43.3
1934 -+ 11.4 - . 45.4
1935 . i 44.5
1936 (Underwriting Profit) s 4.5 : 46:6
1937 (Underwriting Profit) ... 8.5 48.1
1938 (Underwriting Profit) ... 10.53 44.2
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STATE OF ARKANSAS ‘
STATE INSURANCE DEPARTMENT

CERTIFICATE

Hon. J. Oscar Humphrey,
Auditor of State, .
Little Rock, Arkansas.

Dear Sir:

. In accordance with the provisions of Section 12, Act
491 of 1921, I hereby certify to you the names of the cities
and towns of this State that have made proper filings with
this Department claiming the Firemen’s Relief and Pension
Fund Tax under said Act; also the amount of premiums col-
lected in said cities and towns by all fire, tornado and
marine insurance companies, corporations or associations
incorporated under the laws of any State or Nation, other
than the State of Arkansas during the year 1938 the
amount of taxes collected on said premiums at 2%, and one-
half of said tax, under the provisions of said Act also net
amount appor tloned to said cities and towns.

- The net amount apportioned to cities and towns was ar~'
rived at as follows: ,

One-half of the 2% tax under the provisions of

said Act -$42,454.50
Lev* transfer to the Auditorial Department un- ;
der Section C Act 75 of 1933 ____ ..250.00

- Net Amount apportioned to Cities and Towns =
‘ as follows $42,204.50
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Name of City or Town

Premivms
Collected

Tax at
20
Go

©

‘, ¢ Doy
e of 29

Tax

Less $230.00 ¢

i Net Balenes
 Apportioned
To Town

Arkadelphia
Arkansas City .
Ashdown
Augusta .
Bald Knob
Batesville
Bearden
Beebe
Benton
Bentonvilie
Berryville
Blytheville
Brinkley
Camden
Carlisle
Charleston
Clarendon
Clarksville
Conway R
Cotton TPlant
Dardanelie
DeQueen
Dermott ..
Des Arc
DeWitt ..
Dumas ..
Kl Dorado
England .
Fudora
Eureka Springs
Fayetteville
Fordyce ...
Forrest City
Fort Smith
Gravette
Gurdon
Hamburg .
Harrison ...
Heber Springs
Helena
Hope
Hot Springs
Humphrey
Jonesboro ..
Lake Villag
Leachville .
Little Rock
Lonoke

Magnolia .
Malvern _.
Marianna .
Mena ...
Monticello
Morrilton

Nashville _
Newport ..
North Litt

Osceola .
Ozark ...
Paragould
Paris .
Parkin ..
Piggott _.
Pine Bluff
Prescott

Rogers ...
Russellville
Searcy ... .
Sheridan . -
Siloam Springs
Smackover .
Springdale ...

¥ 50,334.2805

6.350.961

s .
19,699,
97.275.98

=g
E-2d
@«
Fey b
D e WD W WD Ty -
DY et} B D e U1

6,6548.0
$52,432.64]
23,941.40}
11,725.68
10,638.66

225,295.37
36,816.90
34,025.26
38,687.25
45,345.03
15,600.00
19,533.12

7,025.42
21,900.71]

1.096.00
695.49
2:481.35
21.31
1,279.64

177.551.
T1.87]..

§,440.78
112.79
66.59
87.23
396,37
334.51
318.26
443.92
318.59
328.16
387.95

219.00

147.98
1,083.58
691.39
2,466.74
21.19
1,272.11
176.51

2,239.56
366,00
338.25
384.60
451.98
155.18
194.18

89.84
217.93
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Net Bulanee

¢ Premiums Tax s 1 29 $250.

Name of Clty or Town f t;;ﬁ:;‘::‘f l};% at Y% ;’;x o Ifflé_)iu:ur:?c:i? Aupu'r‘tim\cd
i ’ To Town

Stuttgart ob 1‘6 56; 1,129.53} 564.77 ] 561.45

Texarkana 2,425.66/ 1,212.84 i

Tillar ... 41,354 20.68].

Van Buren i 386.794 193.401.

Walnut Ridge . | 531.921 275.98].

Warren ... { 1,115.76] 557.881.

West Helena i 520.44] 260.221.

West Memphis . I L,051.48! 525.74].

Wynne ... ! 562, 19] 281.10[.

TOTAh - 521$84,908.611542,454.501%

WITNESS my hand and seal of this Department, this the Ist day of

April, 1939,
. M. J. HARRISON,
Insurance Commiss

oner
Received 6f M. J. Harrison, Insurance Commissioner of the State ol
Arkansas, a copy of the above instrument, this the 1st day of April, 1939,

J. OSCAR HUMPHREY,
Auditor of State

EARL PAGHE
State Treasurer

J. €. HOGAN,
Deputy State Comptroller
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