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--
City does not have authori ty to i n sure its 
property in recip rocal or inter- insurance 
exchange s where t h e liability of the city 
under the policy i s contingent or unlimited . 

Honorabl e • • Graves 
Prosecuting Attorney Jackson County 
Kansas City 

issour1 

Dear r. Gravest 

Receipt ot JOur letter dated February 28 1 1934 
ia aclmowlodgo<1, 1n which you 1Dqu1ret 

•can a state, or a political aub-
d1 vision or a • tate, such a a c1 ty, 
county, school dlatrict, etc., pro­
tect its properties from loss by 
fire or other caaualty t hrough the 
•ediua of reciprocal or inter­
insurance exchanges." 

Soction 47 or Article I V ot t ho Constituti on 
of the State or ~iesouri, in part , 1e aa follows & 

"The General Aaaembl7 shall baYe no 
power to au thorise any count7, city, 
town or township, or other pol1,1oal 
corporation or aubd1v1alon or the 
State, o w to l end ita credit 
.. ~ i; to tf 1ndl'iiCYuir, association 
~ corpora on whatsoever, or to 
become a stockhol der 1n such corpora• 
t1on, association or company ~ ~ *•" 

In Cooler ' • arleta on Insurance (2nd ~d.) Volume 
I , page 70, in reference to rec1proca1 or tnter-1nsurance 
associati ons it is statedt 
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.,Somewhat aim.1lar to LloJd '• aaao-
ciatl one, but d1tter1Dg in .anJ reapecta , 
ue the reciprocal or 1nter-1Jlaur.nce 
aaaoeiat t ona that have come tnto ezlatence 
1n recent yeara . Like LlOJd'• aaaoc1at1ona . 
t hey are UDincorporated or voluntary 
aaaoc1ationa , organized ~or a aeho of 
mutual in.urance . A a dettned bJ a wr1 ter 
1n 68 Central Law Journal , p . S2:S, the 
term 1 1nter-1Dtnlre.nce' is applied to 
' tbat 871 te-:1 ot 1.nau.rance whereby aeveral 
1nd1v1duala , partnerahlpa , and corporation• 
underwrite each other ' s ria~ agalnat los e 
bJ f ire or other hasard , through an a t tor­
ney in tact. common to all , under an 
agreement that oach underwriter acta 
aeparatel7, and aeverallJ, and not jolntl7 
with any o~or.• " 

And aga111 on page 721 

"UDd•r the 1nter-1nsure.nce . ,..tem or 
tnaurance , each IDOIIber 11 lia ble r~ 
hie proportiOD&te abare ot tbe l.Daar­
aoo• granted bJ pollc71 AD4 a member 
auatatn1Dg a l oa• could proceed 1a a 
alngl e chancery au1 t t o aocur. a de­
cr ee tor the aggNsate 11ab'lllt,- ot 
the aubaorlbera and to f'ix the aeparate 
11abil1t7 o f' each eub4cr1bo~, or could 
proceed 1n an act i on at law aga1nat 
the oa.bined member s , the •tbod ~ 
en1'crc1ng the liab111 t7 t olna but a 
prooedUJtal t wr, over which the 
.Leg1alature ot each atate baa cOJltrol 
w1 thin the cOD8 t1 tu tl cma1 lilll1 t aga1na t 
1Jilpa1r1Dg the Y&l1d1ty ot contract 
(~• Canntng Co. v . Cannere• ch. 
! ubacr1bera at arnor lDter-Inaurance 
Bureau . 219 M1eh. 214. 189 • · • · 214) . • 
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Section 5966 Revleod vt&tutoe 1aeour1 1929, 
authorizing atatutorJ reclprooal or 1nter-tnaurance contraota, 
prov1deaa 

1Dd1Y14ua l , partner s hip• and corpora­
tiona or t • ata te , herebJ' 4ea1 ted 
mbacrlbera . ar. berebf author1eed to 
•~change r•clprooal or tbtor-1n urance 
contract• wltb each otb$r, or w1tb 
1DJ1v14ual•, partnerehlpa and corpora• 
tiona or other a tatea and co trtee , 
proYldlft8 1D4 tty oa t ••• l vee 
troa any l o a wh cb 7 be 1nsure4 
aplnat under other pro 1a1ona ot 
t he law • oxcoptlng lite 1nauranee. • 

~ ecttcn 5967 proyldea that such contract• of 
rec1proeal or 1nter-1rusuranee 7 be executed b7 an attorn~ 
ln fact dealgnat t or t purpo••• 

Seot lan 5i70 r•adea 

~Thoro hall be til with the eupor1n• 
tendent of lnauranc• or t hla state, ':'1 
euch a t torce7, a stat t u.n4er the 
oath ot eucb attorne1 , ahowlns l n the 
ease or t ire insurance, tbl -.xilmlll 
amount ot lndoD11 t7 upon anr alngl e ~tak 
an4 aueb attomo7 aball whenever and ae 
o.tt n as tho aame ehall be required, 
tile with euporlnte ent of insur-
ance a etatc nt 'for1t 1ec1 bJ h1 oath 
to tho etroct that be ha examt ned the 
o~erc!al rat1ns or aueb ubaortbera 
Cl 'e} .a 'Sy the r e?irCiiC'i boolt of a 
c o J,).r·c'!al agenc1 ho•lns at leaet one 
~1 d tbou.aand oubacr1ber and that 
f rom aucb n n tlon or t • ot.h&r • 
format on 1n b1a t;)oaaeaalcm. it appear• 
tba t no aub crt ber baa • aum on 8.DJ 
a1o~l• r tre 1neurance rl•k an amount 
sreat er t han ten por centu. ot the net 
worth o~ r~eh aubacr1ber . a -----
~ection 5971, 1D part, prOY1deaa 
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nThere shall be ma1nta1Ded at all 
times assets in cash or seour1t1os 
authorized by the laa ot the state 
1D which the principal otf loe or t he 
attorney is located tor the 1nveatment 
of atJililar rums (or} lneurance coa­
paniea doln . tbe same kind ot business, 
in amount equal to t !tt7 per centum ot 
the net anuual advance pre~~ or de­
posita collected and cre4ited to the 
aocounta or ~baorlbers on policies hav• 
1ng one year or lea a to ruD and pro rata 
on thoae tor longer per1odaJ or, 1D lieu 
thereof , one hundred per centua ot the 
net unearned premium. or deposita col• 
lected and credited to the accounta ot 
subscribers. Said assets shall not 
be charged aa a liab111t7• * * o • § ~ • * ~ • * v . w w w • * ~ ~ ~ ~ 
U at any tiae the UlOUDts on haJ:J.d are 
l eas thaD the rorego1ng requireaenta, 
the aubacribera or their attorne7 tor 
them a.ball -.ke up the 4et1o1encJI Pro­
vided, howeTer, that the guarant7 tund 
or aurplua requirement• ot tbia aeotiOD• 
ahall not appl7 to uohangea which are 
licenaed Oil or before the date when this 
aect1on shall beoa.e ettect1ve until 
January 1, 192~." 

What ia undoubtedly meant by Section 59'71 ia that 
it the apecitio and certain tuDda required to be -1nta1ne4 
at any tl.a tall below the required amount, then the subecribera 
to such reciprocal or inter-insurance exchange -Y be reqflired 
to contribute the 4ericiencJ, so that under the atatuto.r, scheme 
tor reciprocal and inter-insurance the 11ab111t1ea ot the sub­
scribers among tbemaelYea are at all tt.ea coDt1Dgent and tne 
amount ot auch 11ab1lit1ee to be determined acco~1ng to such 
hazards as ma7 be incurred aDd auch loaaea as •7 occur. 

1he case of .... chool Diatr1ot v. Twin Palla Count7 
Mutual J.·ire Insurance Co~~~p~ , 16' .?ac. 1174, denied re­
coverr on a pol1c7 iasued bJ a mutual t 1re insurance coapan7 
to a school d1atrict. The Constit ution ot the State ot 
Idaho contain• aubatantiall7 t he aame provia1on as the pro­
vision in the Conat1 tution ot M1aaour1 above aet out. The 
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eourt bol da that tbe 11ablllt7 1mpoae4 b7 bilco 1 a • ber t4 
a eutu.al tDew-anca OOIIP&JI7 a ta to t loanfn ot the ore-
d1t or ~be d1atr1ot lo ald ot a private Dter lae, alao 
tt~at th• o tnot eoteNCS 1nto b y .. ua ot the 11CJ 1 _ t 
Y1olate ~· Caoetttut10D or tbe State or Idaho problbStl a 
aobool j Jetrtot troa 1aeurrtns l ebt.dnea o pt •• ln tbe 
Conatt tut1oa proY14e4. ! be court at U 7' ot tbe op1D10D 
•a14t 

• liS e c... o A tk11l8 Y • 8oal'd ot Coa­
•tea era, 1 I • 282, 100 a • 1066, 

~. n. • · (1 . a.) •18, t nla cooPt 
ap &kina ot eeottooa I and • o~ art ole 
or the Coa•tltutl , eatd• 

~eot1on 8 pr oh1t tta tbe • ate 1D &DJ ..nner 
eYer beocmtos 1ntareate4 wltb &DJ 1 lvldual , 
.. aoolatl , or corporattoa ln ·~ 1D••• 
ente~prtae , aD4 lt l!ke•tee probl t lta the 
etate to aJJ7 •oner loazat lta oredtt to 
tho al4 o~ euch ao enterprlae or bec0111a 
a at.ookholder ~r•laJ le ... tlOft 4 .akea 
.-ubataa,Sall7 the .... pNlal bl,lOD taat ao,-
OOUD'7 t olt7, town, tonGJ.p, board ot educa• 
t1on, aohool 4latP1e' or otber au 1Y1a1GD 
or tu oount,- or a tate • ner 1 tra 1 t• 
orodlt, either 4treotl,- or 1n41l"eet 'I • to 
aft7 bua1aeaa ente rl.. 1D atd or aDJ' 
1Dd1•14ual• ••aoolettOA• or o rattoa, 
h ot1on • or U'tlcle 18 ret terat • au 
•tantte111 ~· •• • tbln wlth ~·~•r DOe 
to oouatlea &ad .unto pal corporatl a •• 
t e provided t nat lD aeotlaa • ot a.rtlole 
• 'loa ot art1cle 18, bowoYar. 

apec1t 1oal17 authorls•• eltlea aal town• to 
o t-..at 1134eb~ •• tor '• oo , nter, 
eanltar,.. 1lluatDatt pur • ••,' 
t herebJ eael 41Dg a~l other •• not 
S OT.r.ft tal lD thelr character. • 

( 2 , ) aeott. • or tbe Ollatltu t i 
rote-rred t o ar ••l.t• operatt••• heJ an 
tote .s to pr e•ent ao7 oouaty • ol t7, town. 
or other 1 t p&l corporatloo tro. le 1Da 
cr 1 t to or bee~1 totereato4 lD U17 
prlTate enterprlee QV t roa ualD~ • 
4er1• b7 teaatlOD te al4 or ao7 private 
enterprl••• •1 th tM uceptlODa provS4ed. tor 
lD aeetlOD ' ot aP•le~e 11.• 
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~e are not here d1 ocuoe1ng whethor or not there 
could be r e covery on a polter iasued by auch an exchange to 
a c1tJ or other municipality , but we are onlJ d1acuaa1ng t he 
1nit1al right of such municipality to en ter int o euch a 
contract. 

In tl» cuo of ergeant v . uol smith Dry Goode 
Com,p&D¥ 10 J.. . I .. . R. 742, tho Supr eme Court ot Texa• bad under 
cona1derat1on the que at ion or t he val.id1 ty or t he right to 
recover on an 1naure.noe contract wbioh ••• eaaentiall7 a 
ree1procal or an 1nter-1nourance policy. l'he court held 
that the l iablllt7 ot the aubscr1ber a t o tba oxcbange ... 
limited b7 the terme or tho application t or tho insurance 
and that aueh 11abllit waa limit ed to tlx&d and atated pre­
lduaa and a recove17 could not be bad b4rJ0114 that amouat. 

e are ot the opini on tbat a mun1c1pal1t7 of th1a 
a tate !a t:Ji thout au thor! t7 to insure 1 ta propert,- b7 entering 
into reciprocal or 1nter-1naurence contracta aa those terms 
are a boYe det1ncd, with an unl1lli t d or cont1Dgent 11ab111 t7 
thereunder, but that such a ~mnie1pal1 t7 can only en teP 1n• 
to an 1nauranee contract where ita 11abil1t7 UDder the pollo7 
ia rued and d etermined b1 the cora net to atated prem1WD8 
to be paid by it f or auch tnsuranee protection. 

APPROV~'"Da 

ROY iCltiMkiOi 
Attorn87 General . 

GL : LC 

GILi:IWlT 
Aaatetant Attorney General. 


