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INSURANCE - F IRE -
SCHOOL DISTRICT : 

J .K.D. 

FILED 
Honorable 4ward H. ller 
Alaistant Attomey General 
418 Olive Street ( 
~ t. Louis , ~1eaour1 

Dear • lle ra 

• Receipt o£ your letter dated Deoomber ~, 1933, 
is acknowledeed. Tbe letter ia as toll 1 

" I am enc l os ing a r equeat tor opinion 
made by et v . Tbomps OD of St. ~ou1a , 
member of t ba insurance firm of Thomp-
aan , Kincade , O' Con or & Po era , re­
garding mutual t ire i nsurance compan1ea , 
such request being dated Decembar s , 1933, 
with aupplomontal letter dated December 11, 
1933, and I am al so enclosing apeelmen 
policy , copy of opinion r endered by you 
under date o£ October 24, 1933 to rd 
of · ucation, Jo~y Consolidated School 
District l''red n. iller , superintendent, 
6701 ~aa OD A•enue , St . Louie , l aeouri , 
and a1ao article reprinted tr0111 Janua17 & 

1931 iaau!J ot Jourul ot American l nauranco. 

It aee~s to me that your opinion above 
referred to covers t b ia preclae po1nt, and 
I am preparod to write to ..:r. Tbo11!P801l 
atating that the tter has already been 
ruled upon and rot err 1ng h im to ) our 
opinion, 1t such a cour se woul d et wi th 
your approval . iJ3 point l n w ri t1ng you 
and sending you tbia mat erial i s ch1etly 
t o ent1on the article tram th e Journal 
ot Amor1can In surance tor your cone14er­
at1on which was of caa.iderable 1nter oat 

• 
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to me, and if the view expressed in your 
opinion ie not modified after reading 
such article, and you will eo advise me 
I shall wr1 te to Mr . Thompson along the 
linea above auggeated . When you have 
finished with these docuaents, will you 
please return the• to met" 

w-u.aerous inquiries have been addr-eased to this 
office concerning our opinion to the Board of Education ot Normand7 
Consolidated School District dated Oct ober 24, 1933. An anawer 
to your letter will serve ae an answer to all such inquiries . 

In Rosebraugh v. Tigal'd 252 Pac. 75, the Supreme Court 
of Oregon defining mutual insurance, at page 77 of the opinion eaida 

"In a mutual insurance association, the 
s ystem ia that the maabera mutually insure 
each other. It 1s that fora of inauNDee 
in which each person insured becoMa a •em­
ber of the co~&DJ or associati on and m~ 
bera reciprocally engage to indemDify each 
other aga1Dat loaaea; any lose being met by 
an aseoaem.ent laid on all a oabere. Aa an 
o~Ject to be effected, mutual insurance does 
not differ materially frOlll any otber kind ot 
i .neuraneeJ it ia not properly a d.lstlnctive 
class of insurance, but :ma7 eabrace all other 
cl aeaea . A .utual insurance aasociatioa 
is one in which the aeabera are both the in­
surers and the insured; and the prelliwu 
paid by thea constitute tho fund which ia 
liable for the loaeea and expenses, and the7 
share 1n the profita in proportion to their 
1Jltereat and contPol and regulate the atf aira 
of t he association. sa c. J. Sec. 67,p. l018.· 

In Lamb and Company v. erchanta• Wat . ut. 
Fire Ina. Co. 119 I. • 1048, the Supreme Court of 8orth Dakota 
discussing mutual 1n8urance, at page 10•9 of the opinion said a 

•May on Inauraoce, at section 146,saya: 
' Mutual insurance, it 1e truly observed, 
is ess entially different from stock ins-
urance, and much of the litigation t hat . 
has grown out of this species of insur-
ance has been owing to inattention to this 
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d1fferonco. Its original design was t o 
·provide chenp insurance by means ot local 
.. eoc1at1on•~ the members of which ehou1d 
insu re oach other . • " 

On the aame s ub ject the appell te court or Indiana 
in t he case of ~1 11er v . State ~1te Inaurance Company 60 I. ~. 958, 
at page 960 o.f the op1n1oD holds 

"It cannot bo aaid that ~e mutual pr1D­
c1ple, of 1 t s olf', neeeeear1ly require• 
t ba t each mBJDber elu1ll be insured upon 
exactly the &a111e tor • Thua 1 1Jl 

ygatt v. Inaur~ce Co. 21 B. Y. 52, 
the court ea14a •A mutual insurance 
OOJ1toatl7 1a e ' mply a coapaJ17 whoae f'UDd 
for the payment of loaaoa and • xpenaea 
cona1ste, not of a capital eubacr1bed 
or 1'urn18hed bt outs ide parttee, but of 
premiums mutually contributed by the 
parttea tneured. * • * -h-m 1t is COD• 
e1dered that the term ' IIDltual ' , as 
a ppl i ed to an i nsurance coa.P8Jl7, does 
not import any peculiar and exact method 
ot produotng mutuality , 1n the aenae ot 
equality a...'nong its members, but that 
it i s simply s1gn1t1cant of an aeaoc1at101l 
for the purpose of insurance • •hose fUDd 
for the pa~nt ot loaaea cona1ata, not 
or a capital turn1aho4 bJ un1naure4 part1ea. 
bu t ot tho pr,ealuma Jll\ltua~ly ccmtributed 
bJ the ~reona insured~ all ditttcult7 
on tho sub.fect is at an end . • " 

The ~upreme Court of the State ot 1seour1 , in 
Sta t o ex r e l v . Insurance Company 91 -..o. 311, d1acu aa1ng tha insur­
ance policy invol ved i n that li t1gat1on and 1n reference to defendant 
be ng o. mutual insurance company_ at page 316 of the opinion sa1dt 

"The prtneiple of the scheme throughout 
is mutuality and the ccatrary not being 
declared by the law, each policyholder 
becomes a member of the aaaoelat ton and. 
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contlnuoa such, certainly , during the 
life o: t he policy. " 

'l'ho f ore 1ng authorities det1no mutual 1nauronco 
comnanles a~ wo understand it now ~ ao we understood lt when 
the opinion 01 t his office dated October 24 , 1933, addressed to 
tbe uoa.rd ot 1du.cat1on of' tho Normandy Consolidated Sc hool ..,~ia­
trict wan WTitten. 

I f the liabil1 ty and obli -at1on of a policyholder 
undor 11i a insurance contract is tl1od or determlnablo 1n at10unt 
at tho date or the issuance of the policy or i f tbo oul1 -ation 
and liab111 ty of the policyholder d o".la not depend on the lossea 
of e i milar pollcJhol dere or othor uch cont1ngonc1es . than the 
acceptance of such a contract ould not make the hol~r thereof a 
momber of nor otockholder in a mutual i nsurance c om;:>nny 2.n the 
real and atr1ct suna or mutual tnsuranco . In other words , •uch 
\nsurnnce woul d not bo n:utual 1n urancth the character or 
clase1f1cat1on of a f ire 1nsu.rance company, genorally ape&kin~, ! a 
to be deter~nod f r om tho contract or Polley issued by the comnany 
and not tram the namo e ployod. a 1n use by such company. 

On tho otbor hand, when r.;7 the terms of a .fire 
iluluranco poli o~ and contract oacb policyholder 1 lint~le for tho 
tiro lossea of all llko pol1cyho ero nnd to tho t ull amount ot 
t he lnPurance hel d by sueh pol1cyholaers . obetber the liab!litJ 
1s t o be paid according to asaessmonte 1~1od thereror or other­
wino , thon and 1n ~t vent the pol1eybol4or 1n such a company 
becomes a mombor or and tbGreby a stockholder in a mutual r 1re 
lnsurece company. 

•G adhere to our opinion da t ed October 24 . 193~, 
holdin g t hat the 4A I'd of Direc tors o1' a school d1 tr1et in the 
s tate of' .. issouri ..toe not have the l e right t o insure t ile 
property or a :Jchool district 1n a mutual ti re t nouraneo c aey·. 
&8 mutual 1n."urance la def'1ned and h,n t samo 1a of t he 
character dosct·1 ln the laBt foreJ<>lng pure a .,h . 

I t is and will bo the policy of thia office 
not to expr o s an opinion Qc to nny particular f orm o~ policy 
or eon t ract of 1neur·aneo ..,.,1 th r oforonce t o \"Jhethsr tho some ia 
a ~on tract for mutual 1tu:uranco or not . Tho ~·ore go· ng should 
make 1 t cl ar ae to bo. t our idea of r.::utual 1n ranee 1fl and 
thoao 1ntere ted slll determine f or t hemaolvea the l o al eff ect 
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of tho policy or i nsurance contrnet thGy IIWY or may r1ot 
accept . 

\',o return y ou ') ol)r inclosures herewl th. 

11<1Y a..clU'l".t'RI Clt 
At t orney General . 

Inclosures 

Very truly yours . 

G IL.b :R1' LMl8 
Assistant Attorney noral 


