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HISTORICAL PREFACE.

THE convocation of those officials who are severally charged by law
m twenty states with the supervision of insursnce affairs, so clearly
marks an epoch in the history of this great commerciel interest, and the
action of the convention promises to exercise so controlling an influence
-over ity fortunes, that the occasion seems a proper one to take a brief
retrospective view, and present to the general reader such facts as will.
«contribute towards the formation of a proper judgment of the gravity
of the subject. The compiler hesitated to undertake the task to which
he now applies himself, because the very brief time which he could
-command, between the adjournment of the convention and the pubiis
«cation of this volume, made it almost a matter of impossibility, even
for one far better informed than himself upon the history of insur-
ance, to do justice to the theme. He hardly dared to hope that he
<ould give to his readers anything like a clear idea of the rise and
development of the insurance ides, the abuses which have attached to it
and impeded its progress—as barnacles decrease the speed of a ship—
@and the condition of affairs which influenced the statesman-like mind of
Superintendent Miller to conceive the idea of calling a national conven-
‘tion with the view of attempting the removal of the disabilities which
retaliatory state legislation and irregular, capricious official regulations
-had imposed on insurance companies. But, as it is alwaye better to try
1o do something, even at the risk of failure, than not to try at all, he
submits the following imperfect historical sketch to the delegates. He
asks them to pardon its meagreness, and continue that magnanimous
leniency of judgment upon his action as secretary, of which he received
20 many and such gratifying proofs during the late session of the con-
vention. It is proper, at the same time, that he should say thathe alone
is individuslly responsible for any opinions or deductions which may be
expressed in this portion of the work, and that he does not claim to have
said anything which may not have been already said, and better ex-
preesed by writers on insurance. ‘

The simplest definition of the insurance iden is given in the motto
‘which Mr. Superintendent Barnes adopted for the seal of the New York
insurance department: ‘* Alter Alterius Onera Poriate”—(besar ye one
another’s burdens). It is a common agreement between many different
persons, that, upon each paying a fixed sum into s common fund, the
proceeds shall be used, as required, to repair any loss which may befal!
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sty one of the contributors. This is the ides in general, - Applied to
the insurance of life, it means that the payment of & fixed sum, at a speci-
fied age, entitles the heire of the payer to receive, at hie death, the aggre-
gate of gll eums paid by him during life, together with the interest which.
has been earned by them by their judicious investment and re-invest-
meant, after deducting what it has cost to attend to the business. The aver-
&ge mortality of the human race under normal conditions has been found
to be so unchanging and unchangeahle, and the earnings of capitalin
various countries appear to be so regular, that it should not be an insur-
mountable dificulty to compute the sum which it is fair to exact of the
insuree of life or property, as a fair equivalent for the protection given
him by his co-subecribers or rather co-partners, Whatever confusion
has arisen in this respect’ may not unfairly be attributed to these causes:
1. Incomplete observation of natural law; 2. Imperfect understanding
of collated facts; 3. Prejudice and self-sufficiency; 4. Want of recipro-
cal good feeling, and the withholding of mutual courtesy.

The laws of human existence are of divine origin, illustrative of
Divine wisdom, and as fized and immutable as the Deity himself. Of
a given number of human beings, subjectto the same climatic, political,
social, material, and hereditery conditions, a certain number will die
each year, be married each yeear, or be born each year; and if we have
not yet ascertained the exact ratio of each of these, there is nothing to
prevent our doing so, if we simply expend the neceseary time and trou-
ble. It is only within the past few years—not yet a score, that the re-
searches of Bowditch, and co-operative observationsof mariners, on every
gea and in every seagon, under the central guidanceof Commander Maury,
U.5.N., enabled usto define thelaws of oceanic currents and ocean storms §
and only, comparativety, a few weeks since General Myers, U.S.A., by the
aid of the electro-magnetictelegraph and his corps of isolated observers,
has made it possible for us to read each morning in our newspaper,
what the weather of the coming twenty-four hours will be. And yet,
the law of oceanic currents and the law of storme are no different from:
what they have always been, or always witllbe. Little by [little, keeping:
pace with the march of inteliigence, our observations and comprehen-
siot of natural law become more and more exact; and as to that branch
of human interest which forms the subject of this Preface, and of the:
pages that follow it, the best informed underwriters have expressed the
opinion that the meeting of this convention will probably do more to~
wards arriving at a correct understanding of the fundamentsl natural
laws of the insurance plan, than anything which has precededit. It isnot
80 much because the Appendix to this volume contsing 2 greater collection,
of remarkable insurance papere than were probably ever included in
any one book before; nor because the verbatim reports of the nine days
of debate bristle with actuarial wiedom, that these observers expresssuch:
an opinion; but because twenty sovereign states, of a country whose
opinion and example now carry immense weight in the family of nations,
have sent their delegates to meet together, to inquire what abuses exist,
see what mutual concessions should be made, attempt to clear away the
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rubbish that has overlaid the business of insurance, and if possible agree
upon & plag for inter-state comity of legislation. The immediste results of
thisgrand experiment will be foundin the official reportof the proceedings,
andmore willbe seen at theadjourned session in October; but the ultimate
effect upon the interest of insurance cannot be foreseen by the shrewdest
observer, not even by the man to whom the eredit of the convocation is
due. As has been said of the Pilgrim Fathers, he builded better than
he knew, and long after ke has been carried to the last resting place of
man, the influence of his work will remain. The amount at stake by
insurers on life and property in this country at the present time, is estiv
mated by competent judges at about twelve thousand million dollars,—s
sum go vast as to stagger one! What will it be at the end of a decade,
or a generation ; and what shall be the relation of the state towards an
interest 60 beneficent, if rightly administered, so remorseless and disin-
tegrating, if misdirected? These are questions for the statesman and the
potitical economist; but the method of their solution in this country
depends, in great measure, upon the action of this convention. They
are merely hinted at, in this connection, because it seemed proper that
the attention of the delegates should be attracted to and concentrated
upon them during the recess.

MARINE INSURANCE.

The principles of insurance appear to have been first applied to marine
risks. Superintendent Barnes, in his report for the year ending Decem-
ber 31, 1864, leans to the opinion that its earliest existence and practice
je to be traced to the opulent city of Bruges; and he quotes from the
Chronicle of Flanders, (A.D. 621, to 1725) a statement that the Count
of Flanders permitted the establishment, in 1310, of 2 * Chamber of
Insurance, by which the merchants were enabled to insure their mer-
chandize exposed to the risks of the sea or other hazards, for the con-
sideration of & few pence per cent,” at the same time instituting certain
laws and forms for the government of both insurers and insured.

Contracts to cover marine ricke were made in certain Italian ports as
far back as the year 1350; to Barcelona, in Spain, however, belongs the
credit of having endeavored, in the year 1435, to methodize and
regulate by law, the practice of insurance.

Marine insurance is known to have been practiced in various Euro-
pesn countries in the sixteenth century, and in the year 1601 “ An acte
concerninge mntters of assurances amongste merchantes ™ was passed
by the parliament in England, from which it appears that rafes of
premism were charged and a policy issued, * by means of which policia
it cometh to passe, upon the losse or perishinges of any shippe, there .
followcth not the undoinge of any man, but the losse lightethe rather
easilic upon many than heavilie upon fewe”—and here we have the
true object of insurance correctly stated.

The first attempt to form a company for insurance purposes in Hol-
land was made in the year 1629, at the suggestion and under the
protection of the government. But ae insurance was to be made com-
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puleory, and was tremmeled by many vexatious restrictions with severe
penalties attached, the plan was rejected by the merchants and the
attempt for the time sbandoned. In 1693 merine insurance was not
uncommon in London, bat practiced entirely by one or more parties
who called themselves * underwriters,” from whom it appears to have
been very difficult to obtain a eettlement in czse of loss. In 1720 the
subject engrged the attention of parliament in consequence of the abuses
of the system and the public miechief which accrued from its practice by
irresponeible parties.

Adam Smith, in arguing that a large capitel is necessary to aiford the
requisite security to insurers, states that previous to the establishment
of joint-stock compenies for insurance in London, “a list was laid
before the attorney-general of one hundred and fifty private incurers
who had failed in the course of a few years.”

It is, of course, to be supposed, that under such practice the rates
charged were quite arbitrary, and regulated more by the competition of
the underwriter than any real knowledge of the risk to be insured.
Insurances thus made by private parties partook more of the nature of a
wager than a mercantile transaction, and, of course, loss to the insured
occurred in the majority of cases, as well ae endiess disputes and litiga-
tions. To such an extent, indeed, was this the case, thet a new set of
speculators sprung up whose business it was to “* iusure the assurersi”
In fact, the whole system was nothing more or less than gambling, and,
of course, utterly failed to efect the purposes intended, or to supply the
wants of the increasing commerce of the world.

As the latter expanded, a more secure system of insurance was
felt to be a necessity. Companies were then projected, the first of which
were formed in England in 1756. These were sanctioned by royal char-
ter, the charters being obtained by means not very creditable to the
crown or government—in fact by direct bribery—and granted in
opposition to the advice of the altorney-general, in consideration of
large sums of money paid by the. projectors of the companies to supply
a deficiency in the civil list; besides. the opposition to these institutions
was 80 grest in certain quarters, principally by the private insurers, as
to be finally overcome by the potent agency of money. And in this way
were marine insurance companies first established in England.

In 1530, the first parliamentary committee was organized to inquire
jnto the whole subject of insurance and investigate the existing abuses
in marine underwriting. During the same year the “ Royal Exchange
Assurance, for insuring Ships and Goods at Sea or going to Sea, and
Lending money wpon Bottemry,” and “the corporation of the London
Assurance of Houses and Goods from Fire,” were incorporated by act of
parliament, upon payment into the exchequer of the then enormous sum
of .£300,000 each, in exchange for a monopoly of privileges, which they
actuzlly enjoyed until 1824,

Stimulated by the immunities conferred upon them by the extension of
the system of marine insurances in their various countries, the merchants
of each of the maritime nations of the world have in turn competed for the



rich rewards of foreign adventure ; and state afterstate, ssit grew in wealth
'and consequence, has swept with its conquering fleets over distant seas.
Before the discovery of the mariner’s compass, the perils of navigation
entailed heavy and uncertain loss upon the shipping merchants; but,
despite all, the prizes of foreign commerce were 80 temptingly large, that
there were never lacking bold spirits to equip or man trading vessels for
voyages to remote localities. Compared with the courage of these
adventurers, how insignificant do our présent mercantile achievements
appear, when every ship carries an accurate chart of every square mite
-of ocean surface, the direction of nearly every sub-oceanic current, the
topography (in certain parts) of almost every mile of ocesn bottom, znd
<ven a map of the probable direction and force of every breath of wind
that will be Likely to fill its sails!?

Think of Columbus, venturing in his miserable shallop out on an un-
known waste of waters, beyond which no eye but that of his majestic
soul could see land, and then of the boldest and bravest navi gator of this
age, and how pitiful appear this one’s expeditions by comparison with
that of the great explorer!

Think of Sebastian Cabot, of Pizarro, Vespucius, and the hardy
Norsemen, and other adventurous spirits of olden times, facing perils
imaginary of the sea, tenfold more appatling than the dangers real; and
then of modern sea-going, when Dr. Carpenter and Sir John Herschel
will measure for us the very quantity of water evaporated in the Medi-
terranean and st the Equator, and show us how all the oceanic tides are
caused to eet, hither or thither! ’

Perhaps the most forcible way to illustrate the effect of the progress
of modern nautical science upon mearine risks, will be to present, in
tabular form, a comparative view of the rates of jnsurance which were
paid at the beginning of the present century, with those now charged by
our great underwriting companies. The memoranda have been
obtained from the Atlantic Mutual insurance company, of this city.

RaTEs oF MaRTNE PramiuMs FOR THE INSURANCE oF MERCHANDIZE
' BETWEEN THR FOLLOWING PORTS:

From To In y'rs 178010 1800, I year 1871,
Philadelphia | Barbadoes, 3 perct. 11-3 perct.
Salem India, § 212 ¢
Boston Chiti, 5 & 3 o
New York Cadiz, 3 11-2

e London, 3 ¢ - 3 & T

“ Amsterdam, 3 II-2 4

“ Canton (China), 5 ¢ «f 312 ¢

" Boston, S 1-3 &

[ Cherleston, z ¢ 34 ¢
Jamaica New York, 6 ¢ 21-2 *

The rates prior to 1800 may be the subject of correction in some
particulars, upon consulting suthorities, but they are believed to be
substantizily correct. The following edditionsl facts will also be read
with interest. On April 26th, 1799, an insurance was effected on 25,000
pounds of coffce, on the sloop Nancy, from Hispaniola to St. Thomas, at
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the rate of 25 per cent; September 3d, 1800, insurance to the amount of
$7,500 was® taken on the ship Helen, from Point Petre to Guadaloups,
at 17} per cent; November 28th, 1800, the insurance on the achooner
Amelia, from Norfolk to New York, was 3 per cent on cargo, and 18 per
cent on freight; May z8th, 1799, insurance to the amount of $20,c00 was
teken on the ship Flora, from Carthagena to New York, at 10 per cent;
in August, 1800, the freight of the sloop Haaonah, from Philadelphia to
Onoa and Golfe Duele, thence to Philadelphis, was insured in the sum
of $2,000, at 23} per cent; and in November, 1801, the rates of the ship
Eliza, from Jamaica to New York, was 6 per cent.

To ascertain what disabilities, if any, the legislatien of any of our
states had imposed upon marine companies, the compiler made personal
inquiries of the officers of several of the large corporations, and from
the highly esteemed: president of the Atlantic Mutual company he has
received the following communication :

New YORE, Fmne, 1871. -
Hexky 5. OrcorT, Esq.

Dear Sir: There is opportunity for only & very hurried and imper-
fect reference to your enquiry of to-day.

In all treatment of the B:Zject of -marine insurance, it is necessary to
recognise the truth, that it pertains to the whole world of commerce and
to no locality—that it must be in harmony with and under the control of
the general commercial law of all commercial nations, and as free as
possible from mere local prejudices or regulation—and that the active
competition of the underwriters of Germany, England, France and
America, and the ease with which any sea risk can be taken by either in
preference to another, give practical force to thése characteristics. Any
marine underwriter, laboring under obstruction or embarrassment from
local intervention, carries a burden from which his competitors abroad
are free, and of course, is crippled or weakened in the competition. It
behooves every commercial state to avoid this mistake, not only becanse
the error strongly tendsto repel from thestateall the capital and influence
incident to this important department of commerce, but also because its
tendency is to deprive the merchants of the state of the freedom of action
requisite to secure to them the conduct of the business. Inother words,
the control of commercial insurance, as of all other branches of com-
merce, will centre in England, or Germany, or France, or the United
States very much in proportion to the freedom with which the merchants
and underwriters in either of those countries can exercise the best skill
and judgment in adapting the business to the general requirements of
the commercial worltf.

It follows that local regulation of this subject should be as eparing
and cautious as possible, especially in view of the fact that the insured
are .merchants, capable and intelligent, and possessing a wide field of
choice as to their underwriters.

As between the étates, it is, still more essential that there should be no
vain efforts at localization. :

No underwriter should be expected to report to more than one superin-
tendent—that of the home jurisdiction, where knowledge would be more
accessible and examination more reliable. There should be a comity be-
tween the states, by which the certificate of each state should suffice for
alt the others with regard to the status of its corporations.

There shoutd be no taxation beyond the jurisdiction containing the
real-home office. ‘There should be no indirect stretch of power to reach
_ foreign..corporations for purposes of taxation, or local regulation by
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fictions as to urgency, or attempts to punish or prevent a merchant in.
any locality who desires to select his own underwriter, there or else-
where,

I have thue frankly possessed you of my views which I have not had
the time to revise or carefully shape. The ruling idea contained in them,
26 you will see, is that the utmnost possible freedom is essentizl to the
prosperity of marine insurance, and that governmental intervention
should not be exercised unduly, nor in numerous or various local juris-
dictions.

I am respectfully, your obedient servant, -

J. D. Joxgs, President, Le.

The views expressed by the representative of this great underwriting
company, should command the respectful attention of the delegates, as
whatever he says does that of the New York commercial world. It
appears to be plain common-sense that marine insurance must follow
commerce on the ocean, untrammelled by local regulations, and should:
be free to roam the world as commerce leads the way—subject only to
the restraint of international law, as understood and practised by -civil-
ized nations. Without this freedom, it cannot prosper, and it must
disappear from that locality or community which denies it this freedom..

FirE INSURANCE.

A very interesting notice of the origin of fire insurance is to be found
in Mr. Lewis Pocock’s historical view of the origin and progress of
insurance, from which many of the following facts have been deduced.

In 1609, an ingenious person presented to Count Anthony Gunther
Von Oldenburg, a scheme for the lords of estates insuring the houses of
their subjects against fire, by proposing to them that they should cither
singly or united, set a value upon their houses, and for every one hun-
dred dollars of valuation, pay him one dollar yearly. For this the
landlord was to engage that, in case, by the will of God, their houses
ehould be consumed by fire, caused otherwise than by the misfortunes of
war, he would take the loss upon himself, and pay to the sufferers as
much money as might be sufficient to rebuild their dwelling. The
author of this design expresses his confidence that, although the losses
might at first fall heavily, a considerable sum might be thus gradually
raised from yearto year; and that, if a calculation were to be made of
the number of houses destroyed by fire within a certain space, the loss
would not nearly amount to the money accumulated in that time. It
was, however, recommended that not all the houses in every town
ghould be included, as their value might prove too considerable, but
that only some certain dwellings should be received into the associztion.
In this proposal, it will be perceived, are the essential elements of alk
insurances; average of loss and & fund provided for repayment by accu-
mulation, Count Oldenburg did not adopt this design, but he
considered that a company of common individuals might be formed to
insure each other’s houses, and pay the losses sustained by fire; and the
first fire insurance association established in England was really con-
structed upon the mutual principle. On October 15, 1681, it was
declared by an act of the corporation of London, that an insurance fund



ghould be formed under the direction of & committee, to meet at
Guildhatl every day, from three to six o'clock, for perfecting * the same
undertaking to the good satisfaction of atl persons, both citizens and
others, that have or shall have any interest in any building there.” On
the ruth of the ensuing November, it was agreed at a Court of Common
Council, *that books should be prepared, by the ist of December,
following, and lodged in the Chamber of London, for receiving and
entering subscriptione; and that land and ground rent, to the value of
£100,000, should be forthwith settled as a fund to insure such houses as
should be subscribed for. Also, that thereafler, as subscriptions should
be made, a further additional fund, by the premiums which should be
received, should be made. The premium for insuring brick houses to
be £4 per cent, and for timber houses £8 per cent.” * But this,” adds
the Rev. John Strype, who was contemporaneous with the designm,
“would not take; perhaps because the credit of the city at this time was
but low.” The project for a mutual fire insurance company was, there-
fore, not carried into effect in London until the year 1695, when an
association was formed, which afterwards received the singularly
appreciative title of the ‘“ Hand in Hand,” in which, by the 28th of June,
1718, were insured so many as 3,666 houses. This company is still in
existence and doing a good business,

There ia a rate of human mortality, determinable within very
narrow limits, and it is therefore possible to devise a safe plan
of life insurance by the observation and arrangement of its mani-
festations. With the aid of modern scientific research and disco-
very, the risks upon marine ventures may also be very correctly
estimated. But, as regards the occurrence of fires, it would hardly be
safe to nssume that we have as yet reached more than an approximation
to such a definite understanding of the etatistice of these casualties, ns
to make fire underwriters feel entirely sécure against sudden calamities
of a very grave nature. The prosperity of a fire insurance company
depends upon I. Such an investment of its assets as will always
make them readily realizable in cash; 2. The distribution of its ricks
over a wide extent of territory; 3. The acceptance of only good risks—
property not very likely to be burat under ordinary precautions; 4. The
availability. of the best methods for rapidly extinguishing fires. The
implacable prosecution and punishment of those guilty of the crime of
arson, is also & necessity for the security of all fire insurance compa-
nies, a5 a similar attitade towards those who wilfully wreck their ships
is for that of marine companies. In'both marine and fire risks there jo
such a thing as the ** law of average;” that is to say, a mathematical
doctrine of chance, by the observation and application of which the
underwriter feels safe in assuming that what has happened may, and
most likely will happen, under similar circumstances. The author of
the * Insurance Guide and Hand Book,” quotes a statement of Mr. J. H.
James, to the effect that according to the fire records kept in London, it
is found that ““thcy have departed but very slightly from the result
-estimated by the theory of probabilities.” Mr. Elizar Wright says that
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the prosperity of ell fire insurance companies depends very much on e
knowledge of what is this average value of the risk of each species or
class of property, and that this can only be approximated by the widest
and most careful statistical inquiry. Probably Mr. Wright, himself,
who was present at the. insurance convention, as will appear on reading
this volume, will admit that the effect of the meeting of such & body of
men as these delegates, clothed with such power, and possessed of so
much intelligence, will exert a marked influence toward the ettainment
of this very result und 4 “new departure” in fire insurance take date
from May 24th, 1871, :

From the best information at present in the compiler’s hands, it ap-
pears thatthe first fire insurance company in this country was on the mu-
tual plan, and known as the * Philadelphia Contributionskip for the in-
surance of houses from lossby five,” which wes organized April 13th, 1753,
with Benjamin Franklin as one of the first signers, under what was
known as a deed of settlement. The corapany was, however, incorpo-
rated in 1768, by the colonial authorities of the then colony of Pennsyl-
vania, and it is still in prosperous business—an instance of corporate
longevity very remarkable in this country of changes and commercial
disasters. *Although originally & purely mutual company, and still
nominally such, the directors, &s early 2s 1763, modified this feature, by
withholding all dividends and accumulating all the profits of the busi-
ness as & surplus fund to meet extraordinary contingencies. After the
lapse of eighty-nine years, this fund had grown to the sum .of about
seven hundred thousand dollars. Mr. Barnes says that originally this

" company issued policies for seven years, the cost of the inaurance being

met by the interest received on a deposit made by each policyholder with
the company. The sgven year plan was subsequently so modified
a3 to make the policies and deposit perpetual, with liberty to either party
to terminate the same on certain conditions,

The first fire company formed in the state of New York, was in 1787.
A document printed in this city in that year and containing its original
* deed of settlement,” or charter, was exhibited during the recent session
of our insursnce convention, The name and the form of this deed of sete
tlement were derived from the mother country, where the same term is
still vsed to describe the instrument known to us as the ““charter™ of a
compzany. The name of this pioneer organization was **The Mutual
Assurance Company, of the city of New York,” but in 1845, after an
existence of fifty-nine years, it was re-organized with a capital of
$280,0c0, under the name of the Knickerbocker Hire Insurance Coms
pany of New York. There was organized, at a date but little later than
1787, a company named the Washington, also a mutual company, which
continued its business until, with nearly all other of the compenies then
having their location in the city of New York, the fire of Dec. 16th,
1835, in & single night, burned up all and more than all of its capital.

It seems that the principle of mutuality was the only one thought of
inthe incipiency of the business of insurance. This probably grew out
of the consciousness of mutual dependence, and the absence of the
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meeded capital for investment in such institutions as fire insurance com-
panies. The same principle ie still practiced in many portions of the
«country, not only in the newer and less wealthy sections, but as well,
and perhaps more succesefully, in places which are not cnly among the
dirst settled, but' among the most wealthy in the country.

These mutual companies are not §n the habit of accumulating re-
serve funds of sufficient magnitude to justify the confidence sometimes
pleced in them, and are, therefore, edapted only, and not always
:amply even then, to districts sparsely settled, and to the insusance of
property which is 8o isolated s to be unexposed by the neighborhood
-of other buildings. The plan of mutuality, however, presents Attrac-
tions, as is evidenced by the gemeral sbandonment of the stock for
the mutuszl principle in marine insurance, which will probably lead
gome day to the formation of mutual fire insurance companies upon
some basis‘whick shall unite solidity of substantinl capital, and the
:advantages of the control of boards of managers who are stockholders,
s7ith the attractive feature of the mutual system.

Of gli the fire companies organized in NMew York, or othér states, the
wne called the  Globe,” with a capital of one million, was in its dey
and generation, the monarch. Comparing the then magnitide of thie
«city, and the general wealth of the country with what these are now,
thic Globe, with ite one million dollars, was a greater affuir, relatively,
than any of the prosperous corporations whose business palaces line
Broadway. The greatfire of 1835 which destroyed between sixand seven
hundredbuildings in the first ward of this city, valued, with the property
they contained, st twenty millions of dellars, buried that company, to-
gether with nearly all the insurance capital in this state, and during the
yearswhichelapsed between that calamity and the fire of July 19, 1843, but
little disposition was shown to invest money when it could so easily
take wings and fly in a night.

fn 1840, and during the intervening years, down to the fire of 1845,
the marine insurauce business was in a state of transition from the
Stock to the Mutual system, and a number of combined Marine and
Fire Mutual Companies were formed, the “Mutual Safety Marine
and Fire Company,” being the pioncer, and followed by the Ame-
tican, Mercantile, Croton, General Mutnal, and others, all transacting
the business of both fire and marine insurance, upon the plan of
mutuality, -and without cash capital. The popularity of these com-
panies led to their all being seriously crippléd, or destroyed by the
fire of 18¢45. 'Their losses were immense, and some of them paid
less than one-half of the demands upon them caused by that fire, and
within a short time, all of these named, as well as others, became prac-
tically bankrupt, and closed their business. The remaining marine
companies confined their operations to marine insurance, and the suc-
cess which has attended these companies shows the practical value of
regarding each branch of insurance as a distinct business, and giving to
a single branch all of the energies which capable men can bring to it

The loes of these mutual companies was the gain of the stock fire
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<ompanies. Out of some twenty companies, but three—the Merchants’,
the Manhattan, and the Guardian, failed in consequence of the fire of
4845. Seversl others were crippled, but all of them, either by payingin
dresh capital or by the slower accamulation of profits, became in a few
ears sound, and all, or nearly atl of them are still in successful busi-
mess.

While in 1820 there were seventeen fire insurance companies in New
York, with an aggregate capital of nine millions, and in 1835 there were
‘twenty-four companies, the aggregate capital being a half million less
than it was fifteen years before, from 1845 to 1849 there were but seven-
‘teen local companics in the city of New York, having together less than
*$5,000,000 of capital.

The passage of the General Insurance Act in 1848-"49, gave an impetas
‘to the formation of Fire Insurance Companies, and there are now in that
«city nearly one hundred of them. .

The establishment of the. New York Insurance Department in 1859,
wwas an importunt event in the history of the business. * Since that time
‘the companies have constintly tended towards greater substantiality
“in their assets, and to greater carefulness in their action; - and the
~same effects are rapidly following the formation of insurance de-
:partments in other states, under the conservative influence of state
-supervision, together with the improved business management which
‘modern commercial usages impose, the number of fire companies
in this state has rapidly increased, and their aggregate capital and
-assets proportionately augmented. = At the close of the year 1870 there
-were 168 companies domg business in this atate, of which 64 were
-compsnies chartered in other states, and 5 of foreign countries. The
scombined capita] of these companies was $61,842,428, their available
-assets $153,181,568, while the amount of fire risks on their books is not

~far from $7,200,000,000.

It would be of intercst to follow the fortunes of companies of other

-states, but want of ime makes it impossible, even if the compiler

were in possession of the necessary knowledge and authoritics. He
bopes, however, to receive from such as are interésted in his brief and
-unsatisfactory. sketch, the materials for something better in the future.

The holders of policies of fire insupance are almost 85 numerous aa are
-the holders of property, and whatever tends to improve the position of
ingurance companies, and to make that position more widely known,
-interests an immense constituency.

Publicity and supervision are calculated to be of substantisl sdvan-

*.tage to stockholders as well as to polic_yho!den.

Lre Insumcn.

There is no analogy, whnt:ever, between the insurance of fife and that
-of property; for, while the risks of fire and marine companies are taken
for a short, fixed time, upon the expiration of which the contract termi-
‘nates, and it is optional with both parties to renew it or not, those of

Jlife companies.end only with the life of the assured, and the whole sum
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promised him muet then be immediately paid. Iften thonsand dollars
is insured upon = house for the term of one year, or upon a ship for one
voyage, the insurer hasa thousand chances toone that he will not be called
upon to pay the ten thousand dollars within the time specified; butif a
like sum ia insured upon & human life, the insurer is certuin, if he is.
called upon at all, to be called upon to pay the ten thousand dollars at
some time; end the chances are just as great that, in the case of any
one individusl life, the demand may be made within twelve months, as.
at the end of thirty years. Again, in the case of the fire or marine risk,
even if the house takes fire or the ship strands, the chances are that the
loss-in either case, falling upon the underwriter, may be'only partial
and stight, while in the life insurance contract there can be absolutely -
no partial loss; for either the policyholder dies, or he lets his policy
Japse. The person whe insures his property for one year may, if he
chooses, negiect to renew his policies, and he suffers no loss except hie
property should be accidentally destroyed; but he who insures his life
cannot allow his policy to lapse without loss, for he cannot re-insure
himself except at the advanced price according with his inereased ages
and if he has meanwhile become diseased, he cannot re-insure himself
at all. The interests of the life policyholder are, therefore, most
intimately and permanently involved in the stability of his assuring
compagny; and the likelihood of its being able.to save, from hi¢ annual
" premiums and the investment of their interest earnings, the sum it has
promised to pay at his death, is of vastly more importance to him and
hie heirs, than any amonnt of immediate or prospective * profit” in the
way of ** dividends.” It is to be hoped that, among other fruits of our
national convention, a better state of things may result in the subjection
of compsanies to an uniform standard of accountability. What ia
wanted by the public, is not so much the official assurance that these
companies are rigidly adhering to the rules which they themselves may
have prescribed, as that official supervision shall enforce due fidelity to
the same inflexible rules of business morality as those which nnderlie
all successful transactions in any of the ordinary departments of finance.
There is no mystery in life insurance, there are no hazardous contin-
gencies, which can excuse the slightest departure from universal rules
of bueiness, and life insurance will never attain its proper positionin
public estimation, wntil its conductors are required, by public opinion,
to respect those rules. : .
One thing ought, in any case, to be borne in mind by the assured,
IN LIFE INSURANCE THERE 15 NO SUCH THING AS PROFIT for them.
Mr. Harvey G. Tuckett, in a little work published just twenty years ago,
enlarges upon this idea as followe: * The premiums are caleulated in
accordance with cértain tables of mortality, and a certain rate of com-
pound interest, to which is added a certain sum for expenses. It is cal-
culated the whole of this sum will be reguired, and experience has shown
that for many years it will be required. If then by anyfortunate series
of events it should happen, that the whole sum should not be required,
and that a small portion of it should remain unexpended, such unex-
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pended portion is not profiz but savimgs. For instance, let a person
put by $1,200 for his household expenses for the year—at the end of the
year, if he has, by provisions being cheaper, house rent less, or any
other fortunate circumstance, only expended $1,000, he will have saved
two bundred dollars, but he would laugh at any one calling it profit.”
If persons about inauring their lives, would but bear this truth in mind,
they would save themselves the unhappiness and disappointment that
the unfulfilled promises of rascally canvassers too often canse.

But without further digression, let us resume the thread of our his-
torical narrative.

Itis but natural to suppose from the innumerable benefits resulting
from insurance againet loss at sea or by fire, that those descriptions of
insurance should have preceded the purely benevolent designs of life
insurance, and such is found to have been the case.

Their progress, however, prepared the way for the adoplion of life
insurance, but in thiz, even to & greater degree than in the others, from
the absence of requisite and relisble dats, the practice was of an entircly
speculative nature, ghe charges arbitrary, and the security for the fature,
a6 & matter of course, unreliable; and in fact, generally ultogether fal-
lacious or imaginary. Disappointment and consequent distrust was the
result, which required afterwards, years of able management and patient
labor, on the part of its advocates to remove.

Life insurance, therefore, like most collaterals of civilization, has
been of slow and Iaborious growth. It has had ite impediments and its
enemies. Prejudices were to be overcome; ignorance to be enlightened
and subdued, and selfish and interested opponents to be defeated. Ithas
triumphed over all and now stande before the world & magnificent mon-
ument, snd by the combined efforts of the strictest and most acientific
induction and the purest benevolence, and is unquestionably the hap-
piest combination of science with philanthropy, and -wisdom with
knowledge, that the progress of society has developed to mitigate dis-
tress and to neutralize the effect of those reverses and calamities which
are at ance the consequence and the bane of civilization,

The germ of life insurdnce is to be found in the ancient system of
Tontine Annuities, * so-called, from having been originated, or, gt least
made popular by Leonardo Tento, or Tontl, & Neapolitan, who fourished
about the middle of the seventeenth century.” In these sssociations,
which were formed by both eexes withont any reference to age, a fund
was created by an equal subscription from each person. The entire sum
wus then placed at interest, and an equal division of the income made at
the end of each year, fo those who were Iiving. This wes carried on
until finally the last member re¢eived the whole amount of interest
together with the priacipal.

This system of annuities was a mere lottery, and very.unequa! in its
advantages, and from the frauds praeticed on the annuitants did not
continue long in either repute or practice among intclligent persons. It
is related, that the last sirvivor of a Tontine in France, died in 1695,
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at the age of g6, in the receipt of an income equal to $13,000, for the
original subscription of $6z.50.

- It may be mentioned here, in {llustration of the proverbial longevity
of annuitants, that two nominees of certain Tontine schemes, died
recently in England, one aged 1o and the other 132 years,

The first scheme for the insurance of lives in England, was projected
by the Rev. William Assheton, D. D., rector of Middletown, in Lan-
cashire, * for the benefit of the widows of clergymen and others, and
for the settling of jointures and annuities,” and partook more of the
nature of what is now known as a survivorship annuity than a life
insurance—being a certain sum paid down to securean annuity to asur-
viving nominee. Thie design was put in practice by the Mercers Com-
pany, of London, in 1698. A similar institution, called ¢ The Society
of Assurance for Widaws and Orphans,” was formed in the following
year. Each of these eocieties transacted considerable business, but
from the want of correct data on which to base their operations, finally
became bankrupt. ‘

In the year 1705, ‘ The Amicable Society or Perpetual Aesurance”
was formed. This is the oldest life insurance company in existence.

The ¢ Royal Exchange ” and * London Assurance Corporation” were
established in the year 1731, and exist also to the present day. Itis
difficult to concerve from what data the rates adopted by these compa-
nies were deduced—they must have been the merest guess-work—and
their existence for the frst 50 or 6o years must have resulted from a
comabination of chance and shrewd management, rather than from any
scientific vitality which their system of transacting business could have
posscesed.

From the establishment of the Mercers’ Company in 1608, until the
year 1762, the science of life insurance made but very little progress,
although the practice of it (so called) was positively rampaunt. This
period produced swarms of insurance schemes of every conceivable
denomination. A system of speculation insurance nicknamed * Little
Goes” was much in vogue. In one of these “n number of persens
combined and each sabscribed five shillings fortnightly, on condition of
£300 being paid to his heirs and executors. In another, five shillings a
quarter entilied tne subscriber’s representatives to receive £120 on his
demise; while a third, called the ‘Fortunate Office,’ was to provide
marrisge portions of £200 for those who paid two shillings a quarter.”
The success of this office clearly lay in its accepting only the most
ordinary of the female sex as subjects for insurance!

“Insurance wagers” were also ‘‘quite the rage,” and served as &
means of money-making to the ‘ knowing ones” snd as a fashionable
excitement to the “bloods” of the day. Some of these transactions
were of the most extraordinary hature. Thus the following guotations
are found in T%e London Chromicle of 1768: ¢ Mr. Wilkes being elected
member for London, done at from § to 50 per cent.” ‘¢ Mr. Wilkes
being elected member for Middlesex, from 20 to 25 per cent.” *“ Alder-
man Bonds® life fop ome year, now doing at 7 per cent.” ¢ Mr. Wilkes’
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life for ome year, at 7 per cent, and warrasied o remain in Prisos
during that period.” It is also related that “large sums were paid by .
the underwriters at Lloyds’ (at Lloyds!) who speculated upon the failure
of a young fellow who had undertaken, for a wager, to go fo Lapland,
and bring back, within a given time, two reindeer and two Lagland
Jemales,” and he actually accomplished thie feat.

‘The business of life insurance, carried on in this maaner, at last
became & public nuisance and scandal, and accordingly in the yesr 1774,
an act was passed which ended, at one blow, the period of gambling
sssurances. By this act it was declared that “ no insurance shall be
made on the life of any person, or on any event whatsoever, when the
person on whose account such insurance shall be made shall Aavs %o
interest, or by way of gaming or wagering ;" and that “ every such
insurance shzll be null and void.”

In illustration of the utter want, at this period, of the knowledge
required in carrying on the business of life insurance, as well as the
manner in which it was conducted, and of the rates of preminm charged,
it is stated by Mr. Walford, in his valnable ¢ Hand Book,” * five pounds
was the premiom originally demanded to assure £100 for owe year, oD 2
life of any age between twelve and forty-five!” On the 25th day of
November, 1721, the London Assurance Corporation granted an assur-
ance to Mr. Thomas Baldwin on the life of Nicholas Browne for £1co.
In this case £5 5s. was the premium for twelve months, and this rate
is known to have continued for some time. The Amicadle office
charged an entry fec of £3 15s. per cent, in addition to the £5 premium,
and middle-aged and old lives were frequently registered even on these
terme. ¢ * & * [Inaddition to the premium named, extrs
rates were demanded for ‘ youth hazard,’ ‘female hazard,’and ‘occu-
pation bhazard;®' while * officers on half-pay,’ and persons * licensed to
retail beer,” were charged no less than 11 per ¢ent extra. Nor did the
‘offices, with the exception of the dAmicadle, make any return of profits
to the agsurers, and in this office the divisions took place without much
regard to equity. The sum considered to be profit was divided every
year amongst the Policies whick became claims during the ysar, quite
irrespective of the time such policy had been -in existence; and the
society had no power of applying any portion of such profits for the
benefit of the assured during his lifetime.” Well might the accomplished
author of this work ask *“ Need we wonder that life assurance was slow
in becoming populari”™

From this, it will be seex, that life ineurance as properly understood
at the present dey-—that is, the payment of a specified amount calcu-
lated according to age, to secure a fixed sum at death—had no real
existence at the period of which we are speaking. The Zondon Assur
ance Corporation issued the first life policy payable at death; it was
dated the 7th of June, 17::. This interesting fact is worthy of remem-
brance—while the Amicable, chartered twenty-five years previously, did
not issue policies, on which the rate of premium was calculated
according to z2ge, until 1807. .
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The writings and lectures of Thomas Simpson, the mathematician,
were the forerunner of a new era in the practice of life insurance. Dr.
Halley, the astronomer royal, had previcusly demonstrated, in a paper
read before the Royal Society in 1693, the true method of caleulating
life annuities, and from an actusl record of deaths he deduced a table
showing the probable duration of life at every age. 'Simpson, availing
himself of the suggestions of Dr. Halley, announced the possibility of
constructing a table of premiums graduated according to the age of the:
assured, and when such a table had been actually compated by Mr. Jas.
Dodson, considerable public attention was attracted to it. Inteiligent.
perions.began to see the feasibility of life.insurance on a more reliable
basis than that on which it had ‘heretofore been practiced; and there:
were not wanting practical business men to take advantage of the public.
sentiment by forming a society which should more completely answer the
requirements of the age than any which had hitherto been {formed.

This was ¢ The Eguitable Society for the Assurance of Life and
Survivorship,” afterwards destined to become the most renowned life
insurance company in the world.

That the founders of the society set forth the objects of life insurance
clearly and correctly, and indicated that clase distinctly which most.
need the protection which it secures, the following extract from their
petition to parliament will show, no less than how weil underatood and.
appreciated were the benefits to be derived from the practice of life
insurance, notwithstanding that but comparatively little was yet known
of the scientific knowledge required for the safe and successful mansge-
ment of the business. The petition sets forth “‘That great numbers of
Her Majesty’s subjects, whose subsistence principally depends on their
salaries, stipende and other incomes payable to them during their
natural lives, or on the profits aricing from their several trades, octupa-
tions, labor and industry, are very desirous of entering into a society
for assuring the lives of each other, in order to extend, after their
decease, the benefit of their present incomes to their families and
relstions, who may otherwise be reduced to extreme - poverty and
distress by the premature death of their several husbands, fathers and.
friends, which humane intenticn the petitioners humbly apprehend
cannot be effectually carried into execution without Her Majesty’s royal
suthority to incorporate them for that purpose.” The petition was
rejected; one of the reasons assigned being that the socicty intended to
insure upon CHEAP TERMS. What those cheap terms were, will be more
fully appreciated by a comparison of the rates first adopted by this
society with those now in use:

Afre. Rates first proposed.  Rates first adopted, Preiest rates,
14 £1.17.0 £2.7.7, £1.17.7
20 . 2.15. 2. 37
14 g.:‘}g H 3 4 : ? 2. 8.6
30 3.18.7 3.12.8 © 201304
4o 417.9 4123 310

The petitioners were informed that “ if they were so sure of snccess,
therc was an ezsy method of making the experiment by entering into a

ot
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voluntary partnership, of which there are several instances in this busi.
pess of insuring,” This suggestion was acted upen, and accordingly
the society was formed in the year 1776, adopting still lower rates of
premium than those presented in the petition.

Dr. Price, a Unitarien preacher and & man of rare and varied ability
in scientific matters, had among other things given much attention
to the sobject of life contingencies. He had been constantly con-
sulted by the promotere of the Eguifable society on all points of
dificulty connected with their enterprise, and seeing the necessity of
confining or correcting the graduated scale of premiums prepared by
Dodson from separate data, he compiled from the parish registers of his
own town of Northampton, such a record of births apd deaths as he
considered would form n fair average of such events throughout the
kingdom; and from these he conetructed the far-famed NorTHAMPTON
MorTaLiTY TABLES. Dr. Price also aided the society with plans for
ascertaining its surplus and for estimating with considerable accuracy
the state of its accounts for each year; and so admirably were they
found to answer the purposes intended, that they have been continued
in use by this soliety ever since, and with certain modifications by
nearly ail the old societies in England. The labor of Dr. Price resulted
in a gtill further reduction of the rates charged by the society, which
together with its large accumulating fund, tended to increase the public
confidence ip life insurance and the popularity of the society itself.

As wae to be expected, the great success of the Equitable, caused 2z
gwarm of other societies to come into existence, and competition was
carried to an extent ruinous to the companies themselves and damaging
1o the cause of life insurance, while frauds involving crimes of every
hue, not even excepting murder, were committed on the companies by
unprincipled and ingenious adventurers. Government itself, did not
scruple to take advantage of the mania by not only accepting bribes for
charters containing speclal privileges, but by actually making the
attempt to appropriate to its own use the unclaimed dividends of the
companies. . .

Life insurance had now become popular, and its nature and influence
better understood and apprecisted. It also began to be practiced under
advantages as great as its former difficulties had been. Much more
accurate data on which to base the calculations connected with the busi-
ness, had been placed at the disposal of the compantes by the investiga-
tions of sclentific men. Observations on mortality were more widely
‘extended, being not only taken in a number of towns and localities in
England, but scientific individoals had also made eimilar investigations
4in varions countries on the continent of Europe, as well as amang Tons
tine "and other socisties, where regular records of mortality had heen
kept. The most important contribution, however, was that of Mr.
Joshue Milne, who had constructed from the observation of Dr. Heys-
ham upon the mortsality of Carlisle, that valuable table known through-
out the world as the Carlisle Table of Mortality. This table was pub-

‘lished in the year 1816, from which may be dated & new era in the
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science and practice of lifc insurance. The end of all these laborious
investigations was to show a remarkable similarily in ‘their results, a
similarity sufficient to remove all doubts as to the solidity and certainty
of the basis on which the business of life insurance might be con-
ducted.

A small amount of Jegisiative encouragement was also bestowed on
life insurance, which had a beneficial effect on the business at this
period. At the suggestion of Wra. Pitt, that portion of the incomes of
persons which was invested in *‘ that easy, certain and advantageous
mode of providing for their families by insuring their. lives” was
exempted from taxation.

A rapid improvement was also progressing in the mortality of the
kingdom; it having been found by comparing the deaths in the early
part of the 15th century with those of the early part of the 1gth, thatthe
mortality had been reduced two-fifths.

From this time, and under the favorable circumstances named, the
practice ns well as the science of life insurance steadily progressed.
Able, scientific and business men combined to inprove its practice,
extend its advantages and promote its influences, and the public appre-
ciation of its usefulness kept pace with the exertions of those interested
in its snccess.

The prosperity of the well managed offices, however, was too great,
and the confidence of the public ia their management too unlimited, not
to excite the cupidity of the unprincipled and adventurous to take advan-
tage of these circumstances. Accordingly, we find under the name of
life insurance companies, some of the most startling and stupendous
frauds that have ever disgraced the annals of commerce. The West
Middlesen, (doomed to an immortelity of infamy in the pages of
Dickens,) which was started in 1836 by two notorious swindlers, ooe a
journeyman shoemaker and the other a bankrupt tallow chandler, suc-
ceeded in swindling an unsnspecting public of searly £350,000, by
the sale of annuities and the granting of assurances at rates nearly
thirty per centmore-favorable than those offered by any other com-
pany. The bulk of this enmormous amount was obtained from single
ladies, clergymen, half-pay officers and others seeking the largest pos-
sible income from their limited capital. **If” says the authorof *The
Insurince Guide and Handbook,” * the dicappointment and ruin which
this one fraudulent scheme occasioned, could be truly depicted, there is
nothing in the realms of fiction which conld equal it An act was
paseed in the year 1844, called the * Joint Stock Companion Act,” with
a view to prevent these public swindles, but it had not the desired effect,
and only served to prove the truth of the great Irich Agitator's words
that, ‘‘there was never yet an act of Parliament framed through which
a coach and four might not be driven,” for in the very following year,
1845, no less than forty-eight life insurance companies were projected
and provisionally registered, of which ouly four are now in existence;
while from the same date t0 1857, no less than one hundred and twenty
offices had discontinued business. The causes which léd to this resul}

————
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may be briefly stated as want of good faith at starting; want of practi-
cal knowledge and expérience in their origination, and extravagant and
unsound management. But what legislation, however good in inten-
tion, failed to accomplish, public opinion properly instructed and di-
rected, effected. The ¢ Post Magazine,” a publication edited with great
spirit and ability, ferreted out and exposed, in their incipient stages,
with the most merciless persistence, all such * bubble " projects as those
alluded to, by which untold misery and disappointment were saved to
the community. Happily, in this country, wise and jndicious legisla-
tion has in great measure saved the public from loss and the cause of
life insurance from disgrace, by preventing its benevolent nature being
prostituted to further the ends of unprincipled adventurers.

Such, in brief, has been the history of life insurance in England. It
{s now one of the largest of the monied interests in the kingdom and
its benign influences are felt and appreciated in thousands of homes
made comfortable where, without its aid want, with all its attendant
train of disease, ignorance and crime wounld have inevitably prevailed.

The compiler cannot leave this branch of his subject without express-
ing his sense of the obligations under which he has been placed by the
great kindness snd courtesy of 2 number of gentlemen connected with

. leading life, fire, and marine insurance companies, whose names he

would gladly mention,.but for the fact that he has been requested pot to
do so. To them is dus the greater share of the credit for whatever of
value this Preface contains.

The busineas of lif¢ insurance in the United States may be said to
have commenced upon a scale of some importance in the year 1843, and
continned with fair success.until 1859, when an insurance department
was created by the state of New Yark. with a superintendent gt its head,
whose duty it was to see that the several companies conformed
to the laws by which the system was to be governed, and under
whose inepection the public interest was to be guarded. Maesachusetts
had already established a state supervision in the year 1854, and other
states prepared to follow the wise example.

The public confidence inspired by this movement, gave afreeh impetus
to the business from this period. This is etrikingly illustrated by the
following figures, which represent the total amount of transactions in
New York companies, made up to the end of the year 1859, in compari-
son with what they amounted to by the last returns in December, 1870:

NEw York StaTE CoMPariEs.

1859~Capital and accumulations or nssets, Dec. 3:, :859, $12,090,813
Premium income for 1859, - $2,013,376
.Transactions dering 1859, = . - - =« $15,916,116

Total amount of life policies in force, Dec. 31, 1859, $p,147,436

tSqo—Cap:tal and zccumulations or assets, Dcc 31, 1870, $130,516,
ium income for 1870, - s 48, 6’]9:7

Transactions during 1870, - - - = .$305199,508
Total ‘amount of life policies in force, Dec. 31, 1870, $1,049,235,250
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ToTaL oF ALL OTHER-STATE COMPANIES DOXING BUsSINESS IN NEw

York:
1859-—Cap1tal and accumulations or assets, Dec. 3:, 1:859, $8,5006,009
Premium income for 1859, - - $1,956,747
Transactions during 1850, - - - - - $14,143,201

Total amount of policies in force, Dec. 31, 1859, ~  $69, 300,54.:

1870—Capital and accumulations or usetn, Dcc. 3:, 1870, $137,049.44
Premium incomé for 1870, -~ $44.

Transactions during 1870, « - =« - = $367;974u3°2
Total amount of policies in force, Dec. 31, 1870, - $993,852,810

A comparison of the zbove tabulated statements shows that since
1859, a period of above 11 years, the increase of the business has been
about fftesn times as great gs the total that it had reached at the close
of 1859, or during sixteen years previous. ’

Thie wonderful growth has necessarily attracted attention in Europe,
as well as in this country, and it is expected that with the additional
safeguards contemplated by the insurapce convention, and the benefit
which the companies will derive from the uniform system of reports,
valuations, and other details -designed by the separate states—that the
next ten or eleven years will show a still greater increase in the
business.

With the view of pla.cmg before the delegates in a convenient form &
synopsis of the legislation resorted to by the several states of the Union
for the regulation of the insurance interest, the compiler presents the
tables which follow—the one relating to fire companies, having been
prepared with the aseistance of Messrs. George T. Hope and H. A.
Oakley, and the life table with that of Messrs. Frederick S. Winston
and James W. Alexander, to all of whom he begs to offer his sincere thanke
for the help which they have so cheerfully rendered him. Until the
tables were in the printer’s hands, the compiler was not aware that any-
thing of the kind bad been previously given to the public, but he is now
informed that such ie the fact, The changes which have recently occur-
red, however, will probably give the present tables a certain interest and
value. They will at least eerve to show the delegates the disabilities
which conflicting, and, it would seem in some cases, injudicious legisla-
tion, has imposed upon the operations of insurance companies; and, he
hopes, suggest the necessity for changcu at the earliest practicable date;
as well as indicate the quarters in which reform should be attempted.
The imposition of extraordinary and onerons taxes by local authorities
upon the insurers, defeats its ostensible object, local gain, for each new
impost is naturally4ollowed by a corresponding increase in the rates
charged the citizens of that locality for insurance on life or property,
just as the collection of a new internsl-revenue tax raises the price at
which the article taxed is sold to the consumer. An unreasonable tax
upon insurance {s 2lso & tax upon frugality and prudence, and, hence, it
would seem, contrary to the spirit of an enlightened public policy.

The tabulated digests have been prepared with as much care as the
limited time at the disposal of the compiler has permitted. They sre
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believed to be in the main correct, but if any particulars have been
omitted, he will feel under obligations to any one who will call his atten.
tion to them before the October meeting of .the convention. The dates
at which the several etatutes have been enacted by the state and terri-
torial legislatures are probably of secondary consequence, as compared
withthe provisions of the statutes themselves, and hence thecompilerhas
upon second thoughts, abandoned the intention, which he had formed,
to give & corrected chronological sketch of the establishment of the various
state ingurance departments, as well as of American companies them-
sclves. The latter present few, if any, features to distinguish them from
their Englich predecessors, but they certainly indicate in their unprece-

, dented enterprise and development, an inherent vitality and intelligence

IS

of management in a degree so remarkable, as to command the - atten-
tion, if not admiration, of those sccustomed to the conservatism of
English business management. If the result shall prove that we can
enjoy this marvellous enterprise, without trespassing upon the all im-
portant feature of security, the future application of the insurance idea

" in this country will be upon eo grand a scale 28 to throw in the shade

everything that has ever been seen in any country in the way of com-
mercial operations, H 5.0



LIFE

TABULATED DIGEST, showing as

Compiled by H,

§. OLCOTT Sfrom

ly as praciicable the Taxes and

%{ford‘s General Insurance Statistics. asd thae

Siate,

State Oficial io

charge of Inswrancs,

Tax ons Receipts.

License Feos.

Alsbamou.sessiasn

AThEnons seesinses

California «sesesses

Coloradt .veencenne

Connecticut..coses

Diot. of Columba, /N
{City of Wash'toxn.)
Del

Noae

(Commissioner of Ins

Comptrolier of State.

Comsiover of Public

Worlu, mﬁtm In-]
spector of Ins’rance.

Inournnce ccnmil’u.l

ven in Gen”d

Ina, of U.5.

one given in Gen’l
Ins. Statuieoof ULS,

o
aewrues

tary of State....

Florida.cauas ceeses

Grorgin cecvecsaess

None

iven in Gen'l
1ng.Statutesof U.S.

|Comptroller Gen’l of;State,
the State,

Iillineis ...........Slﬁtin&nﬂdd’m
. Department.

Indinnfcieasemenes

1OWA. . s arsassanne

Deputy Auditere....

Auditor of State.....

St::lacgg

.Anp'i return in Aug.. of]

Kanoag, yesassssss. Juperintendent of In-
surance.

KentuckTuissenneen Insurance Comumis'nr

Loni vee-|S yof State. ...

Maine....eeenesee|Ins’ence Commise’r..

Marypland..........[Comptroller of the]
‘Treasury,

. Massachusettn.....|Ins, Commissioner..

Michigan e {C isel of In-}* S

surance.

ceat, County
303 perci.

am"ts of receipta to be]

made to Clerk of Co,,;
ard taxcd as other pers
o’al prop’ty in that Co.

State, about 1 per cent.,

County, ab™ 1 per cent,

1 PEr cenbiianannsanias,

State, o 1-a2 per cent....

sasummEesBIVIRTISEORSRRAS

B, Gy tace,
taxes, ¢'rly.

‘I’ﬂ’i a-

NODBwevsanssssssnnnres

NODEeunnsoaravssmeraas

NODCirvervansorererases.

[State, Dper eent...ss...
State, 2] peT CCttecseiss .
State,  per cent.......

None.orrssammonracissrss

NODE- s sntossvmsresrresns

L

Tax, 3 per ct.
Tuxes,

to each A
¢ wu gll:sml m;dzo;'?\-

tificate, §5 to $7.50..

B LT T Y TP Y PP

State, I pumt........iStzte and City sbout

§a3 to G0, Q'riexly.

|[Names ofag.-sbu ba
filed with C'ha.

.{Stats, 2 permnt........‘ﬁgoAnnmﬂy........

saeersnessansvinibsabe

Each Aght §25, ann'ly.

Hach A sts, an-
nwly, Lity, £as, 840.

%;oen:hAgut.....

9% each AROnt wevess

for each A
s’(semimuﬂly).gw

&5 for cach Agent.sss

3a for each A
Schootl fand, n.ts:'?;r:

95, State, 850,

§10 ﬂur

Agent,
Ci
o

Louiaville,

Annualty, Ch
O e Ol
eA’  Compaay #500
Ann'ly) Com,
( uh”Agcnl 1,
Annnally $300es00ve

. §20.

sssssngsesitasinsInane




COMPANIES.

Reguirements Stotes and ar v rds Life Imsurance C
BﬁqfﬂrE;{udthﬁasd At riu, ff‘ J’\/ Tork, j’:r:u :;,”: m,

Stolements, and other | Miscella- sl Legisio-
Papers reguired, meoNs, Deposit. o,

Filing Popers.

Judge of Prob. Courts, Ead: ﬁu.ng '5, vewsscasescese|Not less than| .e.e
each Coanly, §s., n u!‘ $10.000.
Statement, $50. m! o’ly in July] .

L Ty ] R P, ‘m +ens ssnr] suss

Certificate of wjue o

Each 85, Stat’mts and other pa Advertisiog, |veeiesirsneicens] aue
Bonds, #2500 S Sar about §359.
. Boeds zud Mortgeges.

L o (LT T TT YT PPI T ISP ). (.- IR s B

messsssecaserrnnen cons[StAt'ms ano'ly to Oct, 15t essscncnansss .
wosssnaersasennitiitislicnnrsiosranrresienuirnaan L ! S
T T R [T Y Y s RPN I

sremntetnnesarmrantathitcicicicriiiarenininsindors crrsrenene (S B8 $30,000. . .ua

Charter, $30, Stat'm’nt, Statement, Charter ndlieccriierenves|Not Jess than|
$u0, Cettt' lfnochnge,Cet $10,000.

cate of Deposit,

Charter, tsn. Stato'nt,[Statement, List of Ag'ats,| Advertisiog. . v i veisrenonnnss L
$to, each Certl,, §2. | Schedule of Mun’ges.

“ : gem o(‘;_eﬁf oanl’non

Policies potin fome.

Statement, $3 (Senl-Shbmcnt,umi-;nnua]ly serrersianana- areane o
aonaally.) Coples to be filed in enach
County by each Agent

Statement, $20..40merns Shtement—CeA n{xl Valusfecossnnnvennes FYTTYe .
o gents,
pm‘on of Boada

lnd

Statement, $50........|Stal Capy of Certf, - secane .
» Vl.lu.,A of Agents,
Fower Atty., Cortf,
of Deposit,

St:‘u:rm:. Daem‘ Dge ‘vr:ll’ill‘:tual;?ol(kia:. Advertising.. arsrer («)
ertlof it, $1o, 3 1) 0., Certt,
Certfl. of 3" ~ of it, Certf, Val,

n, §10| ;
» Bonds and Mortgages.
sarerrsrssnaterseanass(Statement, etCeeserinris. | NODEM"n oo wevrsr nase
T L A P RPN senran ™
vesmssntsinsrnnrressnes|Statement, @, ovauan ereesAdvertising. creere .

Charter, $30, StateS L L e sranan b
ment, §z0. .

Becebrentesrastrsentn ngmin M-chfdl”wer PO P cane
Certf. of
Cutlftyofvn n,Sd:fo:r.lr.




LIFE

TABULATED DIGEST, showing os mearly ar procticable the Taxes omd other
Compiled by H. 8, OLcorr Sfrom Wolfords” Gereval Insurence Siatistics, and the

- State Offcial 6 o —
State. Aarge of Insuramce, Tox on Receipte, Liceass Fess,
Minnesotn. cessss.[Board of Ins. Comrs.,|State, 2 per ceOticsesves]ieesssescacnarrercrens
coosisting of State
‘Treasurer,State Au-
ditor, & Atty. Genl,
Missisalppl. wasse.|Auditor af PublitiNone..coweececssesnsee{Bach 2.50, Stata
Pl Accounts, : %ty $:50,Co.
0
Missourla.eie, oo |Superintendent of the NOD&:«ssessaesvessnsneaaSE LcuhsmCmnty
. uracce Dept. -

Nebraska..omesaes
Nevadawessssreress
New Hampshire..

New Jersey.aas ..
New Yorkoesssss:

North Carolins,...

OO v evivavenasses]

Pennsylvanin ...
lnmc}e Telacd azese
Soutb Carolina....

'TeRneattd sene veit

Tex88 soun svssatis,

Vermont...origesss

|Auditor of State....
State Camptzoller....
Insumnee Cumm
Secmaty of Sme.
. n‘m‘d-ent oi: th:
nragce Dept. -

None in Gen’l,
Ay

[Anditor of State. cceee

| Auditor Genernl,.....
Ins, Commissioner...
Compt, Gen, of State,

[Comptiiar-of the State

Statates of U. 5,

(d)rvenncansarnrnnee
Stats, 1 percent..oene.
tate, 1 percentisee-.
.|State, 2 per cent ceemen

NODE ssnes srsnscssans
State, 1 cent on
Ru':'pg?mdn

Sinte, 2 per cent.vveess

State, 3 percentisiceies

State, “Qﬁcguh.r

g!y, nrwul. .

TEE LTI T T Y YT TP POT T

w Cunnty Taul:onllfey-

N

State, a per cent . eeenna.

Lo [

e Vit 56

None given in Geni{Noffweererrar sensnre-

mﬁ,"“’

(Hach Agent 03......
Annually, §100.sesee
.f\nnu.lly,ssn........

CLTETEL T FY T T Ty Ty

Annozlly, Gmo. eu:h

Ageat, §s non

$30 18t Heencoe, each
Agent, 95,

Annually, 3500 40enee
Each Ageat, 85..c00.s

Charleston, $100, ench
Agent, §5.

$7.50 nnnuaﬂy, each

3500 annnally. sisses

TRABATLARSIASELLRRERSY

sist'g of the Sec. and
Treas, of the State,
irginifeeesscenss itor of Pub,. State, o per CeBtusve ren- |
v e A e A per e 51 State a:nd City,
Wﬂt Virginin.. . . |[Avditor of State..,...|Stet2, 3 PEroeiita..crvresfasamssrssss sraqesenn
WiseonSin.. sases s |Sec, of Statennd State, $300. 1o svveasessss|Licenoe, §70, Copies,
Kb Comm’:oﬁ:.. e, oo 3.
‘Wyoming Territ'ry| None m in Gen’l|Each County, all somts fiavecersevecnasrernves
o bid smgt‘a of U.S. losp.c’thll-spu (
Forbids removal of actions to U. S. Courts.
&;Tu;lyhmduwﬁwxwdmpumif g.nyholdl nd:ufm,orhn
m%p. the state An amount cﬂugmnmeipb.
(d) Gmu Receipta to be taxed at the samo rate a8




Reguivements of Staies

COMPANIES.—Continued.

ervilovies

as regrerds Life Insuronce Companies,

and T 7
Bovks of the Equitable Lifeand Mutual Lifs Companies. New Tork, Funt 33, 1871,

Filing FPapers.

Statements, and other

Miscelia- Deposi,

Legisla-

FPapery reguired. Réous, tion,
SHULEMEDE, $5ureesosessocsnensorererssssionsanssiAdvertising,.
vees Statement, ette s sresnsees|Advertting in roaven
Bach iy
#2010 930. |.
Statement, §50, Certf,[Statement, VaPn Bonds|uueeesessennns .
Anthodtyam,‘:. and M d . Certf. of De-
posit, . Vab's, Poli-
cies, N, Y,
et edbdvoilivonabBitibions|ifidibirnandidpicnystns Fosvr|svsasvaratsband L IX1T]] sbpa
Statement, §3, Cezif. of|Statement, etc.scinsssnneef, asveee [¢)]

each Agent, §5.

Charter, $30. State-
ment, $20, Agts., $5.

dddunandedbannsnnvusts

Statement, $20.000m00

rerrsenrernaressserenss | SHICTENL, Cenrerensnsre

marassssancncaresninass | SALCTEDL B uaeiibinaan

Ssaussnrsunbiusidbonanr

Statement, §50.reee..

LYYV Y P T Y SN

CasuBsesIsTL ShaEmEE wu

tesEgsssrssanmInTarRne

LTI Y T R PR YV YY PO

TS TR Y TR P FYY PP

StAtemeEnt, e4C. vaseaverras

assessbbvancossassunnscvnslrssrnriasranes

Statement, ete.. veereecess|Advertising..

Statement, it sausossaes-

5!

& etc,, 1
and Expenditures in
‘Tennessee,

TRE LT LYY T e T T T Y

Statements from Ageats..

avsavrvaserenail

mewnebsvaan va

NOBEraernss

L T R T P T YT T Y T PP Y T TP

censenevacerssreenassncsss|Advertsing..

St’ent of Prema. In W. Va. [isireuseannen
Statement, etc., List ofjAdvertizing..
Agents,

eadatbandhgian

raenes

sereay
Advertising .. sesene
eeesrrdecrarae seaves

seseay

wnanesn

csasee

LTIITY)

$100,000 < s 0ns 00

$20,000 +ess anss|

Not cxceeding]
so‘mo‘ aar
?’- t'n 30,000,

(e}

e

Ty

sewe

®
state

* Same termy
states.

anonally,
not

for each Agent, may be paid in lien of tax, by any Company whose
re more,
posed by laws of other states, to be exacted of Companies of such other



FIRE
TABULATED DPIGEST, showing ot one view the Taxes, Fines, Feey

State.

1t
Ames B

State Tas.

License,

State

County
License
or Tox,

City or Town
License or Tox,

Arkansas.,.eee.

$20,000 State Bonds

California, .seeelessrnses sesssssanas[s poc. andase,

Colorada T.oeee
Connecticut®

selevecnsar sessannrnes

ED0ISY, vevssscfrersrersas srcnsesas|SAME 1S other|

Indianf.ses sees|sessesanicocscansane

vawaehenumrdsee

1 per cthib..as

pers. prop'ty.

tvssameasranvas

OB svestaruss|osversrnsnsassrnreeaid PET CLOLeoss

[ P Y. X for]
‘Kmus*....... 31)5&6&0??:3&

Kentucky cassso[rsaacessesssvscansns ik per cenbie.}
Louisians.iesse]essreverrcrrrrrerene

Hnine........;.

sevany

Massachusetts.
Michigan eeeres

Minnesota. eu.afs

1p.c.on 8.
iy

.o

saanrre

3 per Cent....
3 per cente...

2 pr, . in fiew
of all swte
taxes,

Dissisipplcecafscssasicnisncsnnnnnsfcanscsccncannr

Missourt suvearefosrssrnnes seenrsaryforeciissaceen,

Nebraska eeverafs

----- LT TRY P PY ST IN

XTI YY)

(00| VO RPN M PO

New York.saes
gogm Carolina.

wbesmranee PRI L LT YT T

1t percent.....
3 per cent.....

. .|z ptr cent.....

& Pur cent.....

Oregon.. vevess Om U.S5. Bondsl.ccasnsvansves

Pennsylvania .,
Rhode Island..
South Carolina

Tennesses......[§30,000 State Bonds|

Vermont veecous
Virginif cosauns

West Virginia.
Wismnsi?:. ‘ee

: '3""“.5;5:

werassne|IPETCERL, 444
Bonds[Aboul 5 pr.ct.

craveuesnsmsssesrmsa|iPorcent....

SAME a8 pers.
lfmper:y .

seee(@laene

8300 cvenies

eensf€)aran

snse

sevdia

apes

srenme .ena

ETTTY

reaeke

(e

850

§ per. ct. of Capital,
ST mot less thad
10,000 OF MOre
an F5o.oob.

$as5,000 U. 8. Bonds

per cent....{$750 Tenn,
money.

2 per ‘cont ... 38 in large,

4 per cent....

apsassssisns sassyns

2 PET CENt.ua.

and $i15in e
em’ll thwns

sssisssnansbenned

L]

“avsemsarsmsvenny

a8t
(1L} avee RIS TY )
[ wens |Lauisville, Ors0.
81,0000 siers-} oen. |New OrPns,85c0

[P
srenes vers
censne save [ravnaspesesnsency
cesnes [T e TS
ceveo{@risid Nune Liceenrmanncrinnan
ceseay eren jevassssiiesrrence
rean |svecerernniiiiias
nees
venune eain
100ssssunne|l PEr.CL,
werene “ann
BE00usse aunel cove
eee

[SPPIPE ) P

T T T P Y T LIRS

Milwiuker 3 p e

®Reciprocal Legislation,
$10000 S. B. and an additional amount not te exceed 4 per ¢ent on amount of aonual

riska taken,

i Macon, Savan:

$200 each; Av;

a) City of Mobl;la:,Liegnr:;, $500.

'3) Boad of $a

000 Tequi

sta, $100; Atlanta, $35.
ire Department, $200.
from cach Agznt, as security for payment of taxes,




COMPANIES,
Disabilities imposed on Five Insurance Companiss in the several Stokes.

-

o IR :
1R | Avime | B8 (D03 2 Arenes 35 | Lower o2 Adperts)
SR8 ] 53 RN\ 8| e |9 i St

Each A
MA&‘:‘.

sssssssn fecssnslesscnsfescncsfjacsnrsnsnnnrassv|eruricfinciananeyal

3. .

eos|ONCeisnrne
covmmse|snen s NODEvass
asssnnsfensne (NOBE caoee

bwve Jorovaeissenne

eerssn. Jorus R LY

apsnsa|sareoers [senedaloonscofaswnes[Ploeens

roroetr [atrracns |assscalssssns]oncsncfancasna

LETTITTY FETTTYY PP

cersee | G0 reee|$2.80000s0an

aperct.] $10uees fasecssliciran]accica|Bhesiiiornasraafecnna] canansesen foenerare cnansnsas

wennes |§5 Bemislecccaonieadonne . [§3s Semi-annnel,|,.....[Each P.Y - 2 O,
annnal,

ORI § © | SN PO M R ve|BBresircacarence|irsnaificirntnonea (Onceat theCapital

. and once elscwr.

——veun g_go,.... ORI - T-. W | ;TR R | : Y- 3 ABtliicciiececernnnrnn

corios [ B0 oess [B40es[B100 e racac 88 cariirinns|$r. L ADy Ageat/ Rach Agent two

- teeresicana

wraere | saveeces feraaes evasen]eaeras sessnsscersnnnsfenssesfecsaeranass|One ‘month, twice
a week,
- e .|Once s week for 3

successive wks,

P e P T Yo
§ e,

asens|Each Aght [3successive weeks

at St, Paul,
eernen frsnnnees foasnnnfonnnnefoncecBa.00 Anditor, |......[Each Agt[Each Agency for
#1.50 Prob.Ce. & 3 weeks,
PR | 1 IR - - W) PYTTR | £ JUUR{ ) -, PSR A MU [« S W o
+ Each Aght, EfmArg’t vin
avvsee |40svssarafovesasionceanftrnves| BB rarcssrarsace|ncsnca a onceinm
N dailyand umea
» D A Wee:

resanpar [eeessslanssnaferssnn]ensasrtvinciracaleccnnnfarecnainpirferurrerrenaans aeue

t [PPSRV NN PEPIS EPres) e

treavere EYTERNS PR TR J R TP earowas aetna[(I0€. - 2o sefenrerrncne

[ T
. [#30-ee.c.

rvarea|anecas[BS veres ae

esee snsssdesvacfrnnien

7 YRR P AN AT 11 each or COm-($1eesifernnsacee..[Oncebyench A

mute for $a50. 7 gt
TIPS PP TN CITTL CRPIN ETERNY | 31, SRPTPPPUOHIN R (o1 T ¥ 1 s
In each
County.
POy EYTTITOTY (VPP SERRI FOPFEN (-1 DYTTPUOURon NI | | *YPIRaN | Y30 v~ aweckfor
two weeks

alssessrisnstlorianandancarnane .

eenses sns pess

[YPPPN] |

Semi-
e

evesro| Ench Ag't.ly suceessive wiks,
ves-.|Ome .

Y

RN | 3 1 T FN P A, | T I S [ L S R,

2 P et 810 000 eofacerselonnialennss L L T L6 L T e,

.Rutherford County

Apgents to we Bond of $2.000 a3 security for payment of taxes.
gaz) St. Lounis ity txoo Llce.nse end about 3 per cent on premiums,

TENNRSSEE —C. pius, 1 per oent on pmnmms City of Clarkaville, license,
$50.50; City of Columbm, licease, $327; Ci boro, license, $50. Shelby
Cannty license, .3] Dav‘:rlson bnun:y, lmense, .:9:, lCnox County, lictose, $200;
icense, $75.



OFFICIAL REPORT

- OF THE

National Insurance Cdnvention-

OF THE UNITED STATES,

HELD IN THE CITY OF NEW YORK, MAY 24, 1871,

First Dav.
New York, May 24, 1871,

TrE National Insurance Convention of the United States convened at
the office of the New York Board of Underwriters at 12 o'clock.

Mr. Geo. W. MiLLER, Superintendent of the Insurance Department of
the State of New York, called the convention to order and said: Gentle-
men, on all such occasions it is necessary, for soine one to take the ini-
tiative, and as this is the firet gathering of the kind in this or any other
country, it seems to be proper that I, having assumed the responsibility
of inviting you here, should call you to order and suggest a tempor-
ary presiding officer. Before doing the latter I will read you the letter
which Taddressed to the different state officers having charge of insur-
ance affairs in the states of this Union, and which has resalted in the
meeting we are now entering upon, as by that letter, I can, perhaps, as
succinetly as in any other way impress the views I entertained incalling
the convention. The letter is as follows: ) :

¢ INSURANCE DEPARTMENT, ;
' ALBANY, ‘February 3, 1871.

“ DEAR SIR:—1 beg leave to call your attention to a subject which
appears to me of general public importance, and worthy the considera-
tion of all interested in insurance or charged with any public duties in
connection therewith. The past and prospective increase in the number
of state departments, each established ‘under different laws and adopt-
ing different forms, rules, and regulations, has naturally tended rapidly
to increase the labors and consequent expenses of insurance companies,
and, of course, to absorb by s0 much the security or funds of the insured.
As the people of every state are interested in procuring insurance which
shall be reliable, and, at the same time, cost as little as passible, it
would seem that some measures might, and if possible, ought to, be
adopted, which would tend to promote the general interests of the
insurer and insured. It occurred to me somctime since that the most
feasible and practicable mode of securing that simplification and unifica-
tion, both of form and of law, which public interests seem to demand,
was to be found in concert of action on the part of those several state
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officers charged by their respective states with the supervision of insur-
ance. Many matters of importance are now entirely within the dis-
cretionary powers of the state officers of the different states. As to
these, it would seem that it is only necessary to agree in order to pro-
duce r beneficinl result. As to the enactment of laws, the earnest
recommendation of a convention of such state officers would, no doubt,
be recognized as entitled to great consideration by the legislatures of the
respective states. I design merely to throw out these several suggestions
thus briefly, for the purpose of invoking an interchange of views, &c.
I shall be gratified to hear from my more able and experienced brother
officers upon the subject of the feasibility and policy of a general meeting

in convention for the purpose of consultation, and, if possible, doing.

something for the general improvement of our great insurance system.
I am strongly inclined to hope and believe that the project will meet with
sofficient favor to warrant the proposed meeting. If so, I beg to solicit
your views a6 to time and place of meeting, ic. I also beg to submit
my own views as to this. 1 believe New York city to be the most con-
venient and desirable place for such meeting, and in the event of a suffi-
¢ient number concurring in the general ides, and in New York city as
the place of meeting, I have to say that I will cheerfully take vpon my-
sclf, with the aid that has been kindly proffered me, the entertainment
of those attending, and the furnishing of all necessary conveniences for
the gathering.
“T am, most respectfully yours, &c.,
. “ GrorGE W. MILLER.”

Mr. MiLLER continued: It gives me very great gleasure, lgentiemen,
to be able to say that, from almost every state addressed, I received a
cordial and generous response, and that to-day we have with us the
representatives of very many of those states in attendance here with the

design of entering, I hope, calmly and deliberately upon the considera-.

tion of thobe subjects which are fraught with so great importance to the
public welfare and the general business interests of the whole country,
Without detaining you further, I will name the Hon, Albert W. Paine,
Superintendent of Insurance in the state of Maine, as temporary chair-
man.

Mr. PaiNg said: I thank you, ‘ientlemen, for the honor now conferred
upon me, for which I must give the credit to the fact that I represent the
state which stands at the head of the list as the states are generally
called. As we have met for business, it is hardly proper for me to take
up time by saying more, therefore I proceed at once to the business of
the day. In-order to have our proceedings gmperly recorded, it is

necessary that we should have a secretary. I would suggest that a

secretary be appointed outside of our number, because it is to be

presumed that every member will hiave other duties to perform.

A DEBLEGATE—L dpropose the name of Mr. Henry S. Olcott, a gentle-
man long connected with the prese, and a very fit person, to perform the
duties of secretary.

Mr. OrcoTT was appointed secretary, pro lem.

Mr. Parse—It is proper that we should know, before proceeding fur-
ther, of whom our body consists.

A DeLicars suggested that the states be called in order, and the presi-
dent, pro Zem., so ordered. Each delegate present, as his state was
ealled, came forward and recorded his name in the secretary’s book.

The following is the list of those who responded :

LisT oF DELEGATES.

California—C. L. Skeels, proxy for the insurance commissioner.
Hllinois—Geo. M. Brinkerhoff, superintendent of the insurance

Pl
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department, for auditor of the state, and William E. Harvey, actuary
of the insurance department, of the auditor's office.
ZIndiana—W. W, Caldwell, deputy auditor.
Kansas—W. C. Wehb, superintendent of insurance.
Kentucky—Gustavus W, Smith, insurance commissioner.
Muaize—Albert W. Paine, insurance commissioner.
Maryland—Levin Woolford, comptroller of the treasury, and C. A.
‘Wailes, chief clerk of the treasury and superintendentof insurance.
Michkigan—Samuel H. Row, commissioner of insurance.
Minnesola—A. R. McGill, governor’s private secretary.
Missouri—C. E. King, deputy superintendent of the insurance depart-

. ‘ment.

Nebraska—Aug. F. Harvey, actuary of the Missouri department, proxy

for}é. Gillespie, auditor of Nebraska.
ew Hampshire—Oliver Pillsbury, insurance commiessioner.

New Fersey—Henry C. Kelsey, secretary of state.

New York—George W. Miller, superintendent of insurance depart-
ment, »

Pennsylvania—]. M. Forster, for J. F, Hartranft, auditor general.

Rhode Island—Joel M. Spencer, insurance commissioner.

Tenznessee—T. A, Atchison, by executive appointment.

Wisconsin—Llewellyn Breese, secretary o? state and ex-officio com-
missioner of insurance.

The CHairman—The call having been completed, shows that eigh-
teen states are represented at the present time on this floor by twent
delegates, two delegates appearing for Illinois and two from Maryland,
50 that one-half of the states of the Union are represented here, -

Mr. PiLisBurY—I move thata committee of three be appointed by the
chair to nominate officers for the permanent organization of the conven-
tion.

The motion was carried, and the chairman notninated as such com-
mittee. Mr. Pillsbury. of New Hampshire, Mr. Smith, of Kentucky, and
Mr. Brinkerhoff, of Illinois. ’

Mr. MiLLER~I beg to state that I have advices from quite a number
of the states from which no response has been received on_ the call of
the roll, and I presume that quite a number of delegates witl yet arrive
and present themselves. I regret very much that from the state of

' Massachusetts I have advice that neither Mr., Clarke, nor Mr. Sanford,

will be able to attend, at all events not this week; and I will hand to
the secretary a short communication received this morning from Mr.
Clarke, which I know will interest the gentlemen present. I have
also one from Mr. Sanford. Also, a letter from Mr. Mowe, of Cali-
fornia, which I think will also be of interest to the convention, in
which he signifies his inability to attend.

The secretary, Mr. OLCOTT, then read the following letters:

“ COMMONWEALTH 0F MASSACHUSETTS,
“ OFFICE OF INSURANCE COMMISSIONER, Boston, May 23, 1871,

¢ HoN. GEORGE W, MILLER :

* My Dear Sir: Ihave been hoping, for some days past, to beable to
participate with you and others in the proceedings of the insurance con-
gress about to assemble in New York; but the prolonged session of our
legislature would inevitably prevent my attendance, even were I not de-
tained by impaired health, which, I am sorry to say, is but slightly im-
proved since I last wrote you.

“ Deeply regretting my inability to be present, I can only express my
cordial interest in the approaching congress, and my earnest desire that
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it may prove a_perfect success, and that its deliberations may result in
substantial and lasting benefit to the insurance world.
. ¢ Iam, very respectiully, etc.,
{Signed,) ‘ JuLius L. CLARKE,
Insurance Commissioner of Massachusells,”

“ TavNTON, May 20, 1871.
“Hon. Georce W. MILLER, Sup'f of Insurance Dep't, N. T ;

¢ My Dear Siv : I had the honor to receive, through Mr. Clarke, our
insurance commissioner, your invitation to the convention, on the 24th
inst., and have delayed acknowledging it until I knew with certainty
whether I could attend. I am sorry now to find that the day proposed
is also that assigned for winding up our legislature, and that my guties
will keep me here.

“ Wishing you greal success in the convention, and in the important
position you hold, and hopinF to have the pleasure of your acquaintance
at an early day, [ am sincerely yours, N

(Signed,) ¢}. E. SANPORD.”

“OFFICE OF INSURANCE CoMMISSIONER,
San Francisco, May 1r, 1871.
* HoN. Gro. W. MILLeR, Sup't Ins. Deg't, Albany, N. ¥.:
“ Dear Sir: Mr. Mowe desires me to express to you his extreme re-
t at his inability, from serious illness, to attend the convention of
insurance commissioners on the 24th inst.
-] ] -] -3 L = L - » L Lo * *

'* Mr, Mowe being, for the same reason, unable to supervise the duties
of his office, it is also impossible for me to attend the convention as his
deputy, as there is no one sufiiciently familiar with the office details to
take charge during my absence.

¢ These facts have been subinitted to the local underwriters, and at
their earnest request that this office and the insurance interests of Cali-
fornia may be represented in the convention, the actions of which are
looked forward to with much interest, as all appreciate the importance
of the meeting, and are assured that it will be productive of much good,
Mr, Mowe has delegated Mr. Christopher L. Skeels, of New York city,
as such representative. .

““From Mr. Skeels’ former experience in your department, at Albany,
and his practical knowledge of all branches of the insurance business,
Mr. Mowe feels assured that this office will be ably and acceptably
represented.

“ Mr. Mowe’s regrets are aggravated by the fact that he is unable to
meet and become acquainted with you and his other brother officers—a
meéting he had anticipated with much pleasure. Very respectfully,

{Signed,) “A. D. SMmitH, Deputy Commissioner.”

‘ ExgcuTIVE QFFICE, }
* * TALLAHASSEE, FLA., April 21, 1871,
" Ggo. W. MILLER, Esq., Sups. of fnsurance Dep't, Albany, N. ¥.:

“ Sir: Your favor of the r2th is received, and in reply I have the
honor to ray that I shall be most ha[:fny to have the state of Florida
represented in the convention proposed for the 24th of May. We have
as yet no settled policy on the subject referred to, and I am anxious that
the next legislature should adopt a sound system. [ will, therefore,
either be present myself or send a proper representative to meet with
you as proposed. Very respectfui}l{. your obedient servant,

(Signed,) * HARRISON RaED, Governor of Fla.”
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“ STATE oF LOUISIANA,
* OFRICE OF SECRETARY oF STATE,
“ New ORLEANS, March 30, 1871,
““ HoN. Geo. W. MILLER, Skpt. of Insurance Dep't, Albany, N. ¥.:

“ Dear Sir : 1 am this day in receipt of yours of the 23d inst., giving
me further information relative to the proposed insurance convention to
be held in New York on the 24th day of May next. Iam pleased to
learn that your proposition has met with so much encouragement, and
hope it will ultimately be crowned with perfect success. You must
bear in mind that, if I present myself for admission as a member of
your convention, it will probably be without the slightest authority
from the state, as there is no officer in this state charged with any dut
connected with the subject of insurance. I shall, however, consult wi
the governor, lieutenant-governor and speaker of the house of repre-
sentatives, that I may, if possible, secure their approval.

“ My object will be to present to the legislature, at its next session, a
report setting forth the action of the convention, its recommendations,
etc., together with my own views as to the best plan of establishing an
insurance department. As every deliberative body is the judge of the
qualifications of ils own members, I presume there will be no objection
to my occupying a seat on the floor of the convention, unless some one
appears with better credentials as a representative from Louisiana.

‘Al the bills presented to the legislature of this state at its last
session relative to the subject of insurance, failed; therefore we have no
laws to repeal, and can profit by the combined wisdom and experience
of other states at the outset.

“ Hoping to hear from you again, I remain, respectfully yours,

(Signed, ** Geo. E. BovEE, Secreiary of State.”

The CrammrmaN.—I understand there are several other letters which
the superintendent has received, which will be.read at the next session.

- REPORT oF CoMMITTEE ON PERMANENT ORGANIZATIOR.

Mr, PiLLssury—Mr. Chairman—your committee or, permanent ot-
ganization report for president of this convention the Iion. George W.
Miller, of New York ; for vice-president, Hon. Llewellyn Breese, of
Wisconsin; and for secretary, Mr. Henry 5. Qlcott, of New York.

The report of the committee was accepted and the officers named
were elected.

‘ ‘1}11‘. MiLLER then took the chair and addressed the convention as
ollows : :

GENTLEMEN OF THE CONVENTION ;

For the honor conferred in selecting me to preside over your delibera-
tions, I most respectfully return you my earnest thanks. If I did not
feel that this evidence of your respect is more a recognition of the
part I have taken in bringing about this meeting, and of the prominent
gosition of the great state whose humble servant and representative I

ave the honor to be, than of any personel claims, I should be strongly
disposed to urge that some more experienced and sble gentleman be
called to occupy the chair. Having assumed, however, the responsibiliﬁy
of inviting ‘you to convene, I shall bow gracefully to dyour will, and,
depending largely upon your kind indulgence and aid, discharge the
duties to the best of my ability.

Although the general object of this convention is well-known to you
all, still, perhaps, it will not be amiss for me here and now, briefly to
occupy izl'our attention with a few remarks, somewhat explanatory of the
views which induced me to suggest it,

To you, gentlemen, the official representatives of many of the states in
the Union, charged with the administration of the laws relating to insur-
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ance, any extended historical dissertation upon the subject would be out
of place, and is, of course, entirely unnecessary, You wiil pardon me,
however, if I recall to your attention a few facts. That contracts of
insurance of one character or another have for many years been known
to, and entered into, by the commercial world is weli-known,

Neither was it left, as many in this country doubtless suppose, for the
modern inventive genius of curown country to devise the greatest variety
of insurance contracts or schemes. Marine, casualty, fire and life insur-
ance, besides an almost incredible number of peculiar and, oftentimes,
ridiculous, special insurances, were practiced in the old world long
before the foundation of our government. Some of these peculiar pro-
jects such, perhaps, as  assurance against thieves,” or * insurance
against divorces,” which existed in England more than a century ago,
mal.{, possibly, by the course of events in our own country, be here revived.

ut, although insurance has been practiced so tong, I apprehend
there is a very general impression in the public mind of this country
that there arc in existence at thie day, either here or in Great Britain,
no life assurance companies of any very considerable age; that if any
were formed much more than a generation since, they have ceased to
exist. ‘This impression is erroneous, and should be corrected. There
are to-day, in operation in Great Britain two life companies organized
more than one hundred and fifty years ago, and sixteen which have
been doing business over half a century. The first life company was
organized in this country in the state of Pennsylvania, in the year
1812, but it was not until about twenty-five years ago that the business
began to assume any considerable magnitude or importance here. Since
that time, but most particularly during the last ten or twelve years, its
development has been truly wonderful. We have, at thie time, more
life companies than Great Britain, and insuring a larger amount.
Whilst in Great Britain, however, there are companies venerable with
age, it must not be forgotten that those which have had fitful lives and
met an inglorious death, are numbered by hundreds. Let us bear in
mind both the good and the evil, the blessings and the sorrows which
have followed the course of life assurance in the old world, and sce if we
cannot do eomething to secure to'future generations, the one and avert
the other.

The propriety, the necessity, of fire and marine insurance needs no
demonstration; it is in regar to life assurance that all the doubt exists.
But from what cause springs the doubt? To my mind, plainly from
the want of that which I have fondlly hoped may be the ultimate resuit of
this convention, to wit: an intelligent, comprehensive and uniform
system of supervisory and legislative action, which will prevent the
poseibility of the failure of any company to possess the ability to meet its
obligations.

I do not purpose entering into any argument to demonstrate the utility
of life assurance. Its benefits, properly conducted, are manifest, and it
has been commended by the highest authority, but most of all, by experi-
ence. There have been hundreds of companies in Great Britain within
the past century, many of which have passed away, and about one
hundred of which still remain; of these, forty companics have, since theiv
organization, paid to claimants about six hundred millions of dollars.
The amount paid by the other companies has not, I believe, been made
public, but it would undoubtedly more than double the sum named. By
this twelve hundred millions of dollars, the wants of how many bereaved
and sorrowing widows and helpless orphans have been relieved? Who
can say how many families have from this source derived the means
which have brought them to our shores? But, notwithstanding the
immense sum which has been received and disbursed by life companies,
we have the startling fact in the history of British life assurance, that
within the past thirty years some fwo Aundred companies have in one
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way or another, gone out of existence. The mere suggestion of this
fact seeme at once to prompt the inquiry: What was the cause of this
surprising mortality of companies, and is there any danger of a similar
experience here? ‘Che principal causes of the numercue failures seem to
have been :

i. The too great facilities afforded for organizing companies.

2. Fraudulent designs in their inception.

3. Incompetence, extravagance and dishonesty in their management.

4. Lastly and mainly, the want of any proper govermental check or
supervision to either prevent or suppress the above named evils.

It is true, that for nearly two hundred years, the British Parliament
had from time to time appointed investigating committees, but they
proved unavailing and no substitute for’ a well organized, efficient
supervision. The idea of a separate department or officer of govern-
ment, vested with supervisory powers, was first put in practice in this
country, in the state of Massachusetts, in the year 1857, In 1859, the
legislature of New York passed an act, organizing an insurance depart-
ment, and since that time several other states have organized insurance
departments or bureaus, and there seems to be every reason to expect
that all the other states will soon follow their example. %Vith these rapidly
increasing state departments, and the various, and in some cases, crude
legislation of the different states accumulating, it began to look as if
there might be a danger that supervision would be overdone, and the
companies supervised to death. Without some harmony and reasonable
coneistency in legislation, and the methods and burdens of supervision,
it was apparent that the great and beneficent institution of insurance
was liable to suffer great injury.

Properly harmonized, however, duly perfected, and a reasonable and
enlightened uniformity and reciprocity established between the states,
and there is no reason why évery state should not have its insurance
bureau, and why all should not prove great public blessings. ’

. Although we have, and those here present represent, many states,
still, fortunatelly, all belong to one common country, and all should,
and I trust will, study the common interest. I presume that all whom
I have the honor now to address will concur with me in the view that
the true object and aim of governmental supervision should he to
afford the fullest possible protection to the public, with the least possible
annoyance or expense to, or interference with, the companies. To see
to it that the companies possess and maintain the means and ability to
fully respond to all their contracts and obligations, rather than to
assume to dictate their details or terms.

It is hardly necessary for me to refer to the matters in regard to
which the different laws and requirements of the several states have
been already felt to be onerous without producing any corresponding
benefit, and I shall certainly refrain’ from any discussion, or even
expression of opinion, at this time, in regard to what should or should
not be done as to any particular matter. I feel, nevertheless, that it
may not be improper in a general way to refer to the subjects which
have occurred to me as among those which might profitably occupy your
attention.

These subjects, I may say, have presented themselves to my mind
under two classes:

First. Those which are now or may be, substantially, matters resting
within the discretionary powers of the officers of the several states having
charge of insurance interests, such as, the forms of annual statements;
the credit to be given to official certificates; the adoption, if practicable,
of some insurance nomenclature designating, 50 as to be universally
understood, the various forms of policies, etc., etc., by certain names
or terms.

Second. Those matters which are of a legislative character. With
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ne power, of course, to control legislation; yet it would seem that
an expression of any well coneidered views or recommendations
upon subjects which have been deliberately considered and discussed
by those familiar with the working of the system to be effected and
arrived at with any reasonable unanimity, must have some effect with the
legislatures of the states. Of the matters to be affected by legislation
it would seem that we might profitably consider

1. The gquestion of the possibility of the adoption of a uniform
standard or system of computing the reserve or policy-liabilities of the
life, fire, and marine companies.

2. The subject of deposits to be made by companies in the states.

3. Taxation.

"+ 4. Investments. : ' ) '

5. Dividends, particularly in life companies, and upon capital stock
when a portion of the capital is required to make up the reserve.

6. What to be considered assefs, particularly in life companies.

7. How to bring about, generally, the broadest uniformity, simplicity,
security and reciprocity.

These are some of the topics which, I have assumed, would receive
your consideration. Others, no doubt, will have occurred to you, and be
duly pregented.

'1'?!'1e magnitude of the interests involved, gentlemen, demands, at our
hands, a careful, liberal and patient consideration of the various
subjects. When we reflect that the amount insured by the various com-
panies, of the different kinds in this country, exceeds the sum of six
thousand millions of dollars, we_certainly can readily appreciate the
propriety of great deliberation, It is believed, and I think, with good
reason, that, as a general rule, the companies having this vast amount
at risk are now in a solvent and prosperous condition, affording due pro-
tection to the insuring public. Let us sée to it, that, if a reasonable
doubt exists anywhere, it is removed, and that a Eeneral system be
adopted which will secure the healthful development of this great branch
of business, and command public confidence.

Gentlemen, I cannot close without making a gratefu] acknowledgment
of the very kind and cordial manner in which you have responded to
my suggestion of this meeting,

ithout detaining you longer, altow me to ask the further pleasure of
the convention. [Great applause.]

Mr. SkeELs—I suppose we are all situated similarly, without any
fixed purpose in view, as to what line of operation to pursue. I have
drawn a resolution which may serve as an entering wedge to discussion,
and bring out the best plan of proceedure. It is as follows:

Whkereas, The reciprocity of the underwriting business between the
several states calls for a greater degree of uniformity in the supervisory
laws governing insurance companies than now exist; therefore, with the
view of remedying the evils which have become so burdensome, be it

Resolved, That the subjects for the consideration of this convention be
divided as follows: :

1. The laws relating to life insurance, and the forms required for mak-
ing annual statements showing the condition of the companies,

2. The laws relating to fire and marine insurance, and the forms re-
guired for making annual statements showing the condition of the com-
panies.

3. The laws relating to inter-state taxation, deposits as securit
to policyholders, and licenses by municipal authorities. .

And, that the chairman be authorized to appoint committees com-
posed of five members each, to which shall be referred the subjects em-
braced in the foregoing classification.

The PRESIDENT—You have heard the resolution read by Mr., Skeels;
what is your pleasure in regard to it?
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Mr. PaINe—It is taking the convention a little early, to prescribe
what we shall do, and make a programme for our gnidance.

Mr. Skeers—I have no objection to the resolution lying on the table.

The PREs1DENT—If there is no objection, that will be the action of the

convention.
. Mr. Paxne—I notice with regret the absence from our number of two
of the most important departments in the United States, next to New
York—1I refer, of course, to Massachusetts and Ohio. I would ask if yon
have heard from Ohio? I expected to meet Mr. Godman here.

The PresSIDENT—I will state that I had advicés from Ohio, and fully
expected to see Mr. Godman here, or a representative, and I have no
doubt that some one will appear. ]

Mr. Paine—~In reference to Ohio, I will say nothing more, because
Mr. Godman will be here himself, or will send a representative.

From Massachusetts we have heard, and what I was about to say has
reference more particularly to that state. The state of Massachusetts, as
we all know, was the first in the list of states that instituted super-
vision by commissioners, and is perhaps more involved in the questions
thdt may be presented to us at this convention than any other state; and
I feel extremely unwilling to proceed in the matter of our business with-
out the co-operation of that state. I feel that any course we might adopt
would be almost trivial, or in a great measure so, without her. There
are questions that will arise, already indicated, which' may bring up
peculiar features of the Massachusetts laws, wherein they vary from the
New York laws. Now—I will say it plainly—I mean the valuation of life
policies. It is a matter of extreme regret, I have no doubt, to every com-
pany in the life business, and, I think, to all commissioners, that there
should be this disagreement between those two states, making necessary
a very large amount of additional labor for the companies to value their
policies, and producing zll.the time so great an amount of difficulty
among those who are, as well as those who are not, acquainted with the
subject.

'I‘]he able commissioner for Maesachusetts, Mr. Clarke, has presented
himself here by letter, and states that he hesitates to say whether he can
be here this week. He may be here next week, but I do not like 2 delay
of three or four days, for'}} am in hopes that we shali have proceeded
far in our work before the week closes. Mr. Clarke has an able deputy
superintendent in the person of Mr, Sargent, and Ex-Commissioner
Sanford, we all know, is a very able man in the business. And there
are other individuals now present, who, in point of ability, are before
us all. I think from one of them we shouid obtain a representative at
this time; therefore I rise to make this motion: That there be imme-
diately transmitted to the commissioner of Massachusetts, by telegram,
a special and urgent invitation for the commissioner to be here person-
ally, or by delegate, to participate with us in the proceedings of this
convention, and that that communication be forwarded by the president
of this meeting. :

The motion of Mr. Paine was carried, and the president directed the
secretary to prepare a telegram in accordance with the terms of the
motion.

The PRESIDENT—It will not be improper for me to state that inasmuch
as the correspondence has proceeded through me, I have received three
or four letters from Mr. Clarke, on the subject, and he has from the first
expressed a very great interest in the matter, and until the last letter be-
fore the one I received this morning, I had every expeciation that he
would be present, but I have no doubthe has stated exactly the reason why
he is not here. It perhaps is not known to you,however, that a distinguish-
ed gentleman in insurance business, Elizur Wright, is present with us.
I invited him to come and participate in the business of the convention,
on account of his well known and long established reputation in connec
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tion with the businees, and I think if Mr. Clarke, or his deputy, cannot
come, Mr. Wright may be requested to represent them—although 1 have
no right to say it will be done. Mr. Wright is here himself, and I am
ha&iy to inform you of it.

» W. E. Harvey--I will offer the following resolution:

Resolved, That the convention invite Hon. Elizur Wright to partici-
pate in this convention as the representative of life insurance interests
at large.

Tho.eg PresiDeENT—I would suggest to the gentleman that in view of our
sending a telegram to Massachusetts, it would be better to defer action
on this resolution for the present.

Mr. W. E. Harvey—Then I will propose that it lay upon the table,
and request that the chairman offer it hereafter at the proper time.

The PreEsiDENT--Is there an& further business at thig time?

Mr. Paixe—Mr. President, the resolulion having been introduced b,
the gentleman from Nebraska, and having been laid upon the table,{
rise to say a word further in that same direction. I hope the convention
will, at least so far as it can, prepare the work to-day, so that we can
go on with it to-morrow with some efficiency.

Mr. President—As you have already, in your preliminary remarks, very
well suggested to this convention, there are a very large number of sub-
jects which may come before us during our sessions. The number is
infinite—in fact, all the question is, how much of our time shall we
devote, and what shall we devote it to. Now, I suppose, every gentle-
man in this convention has more or less of a bundle of subjects which
he wants considered here, upon which he desires light. I know it is the
case with myself. There is, for instance, the question of assets. What
shall be regarded as assets, especially with life insurance companies?
More especially in what light shall we view that class of things we call
assets, which make appearance in our reports under the name of
deferred premiums, and preminms in the hands of agents,generally report-
ed by the life insurance companies as ‘‘cash ” in the hands of agents,
—what importance is to be given to them?

I have in my mind now, and I mention it because it illustrates an evil

that is going abroad in the land, a little incident that took place in my
office a few days ago, when & canvasser came to me and wanted toknow
the character of o certain company. It is a company whose name I
shall not give, for it is not a company in which I should wish to Fet my
life insured, Upon his asking me the question, not being willing to
give my opinion, because as a commissioner I do not regard myself
as the advocate of any company, I therefore refused to give any opinion.
It is a company in which the item of deferred premiums, and premiums
uncollected, and office premiume, and cash in the hands of agents, and
$100,000 in Albany, make up pretty much the entire schedule.” Said he,
« Mr. Paine, look at it; what do you call the best companies?* I said,
“I suppose I can answer that very readily; the companies with the
Jdargest funds. Said he, ' look at the list; with the Mutual Life of New
York the ratio of assets.to liabilities is 107; with the Connecticut Mutu-
al it is t14; with my company 150 ”—and it was away up above that, and
all made up of these uncollected premiums.

It struck me at the moment, that if there was any one subject that it
was important for us to deliberate upon here and decide, it is to decide
what are those unearned premiums worth? I am not going to discuss
the merits of the point here. . But it would certainly relieve me, and I
have no doubt, every commissioner who has taken this into consideration
when he is judging of the value of life insurance assets.

Then, as 10 marine and fire insurance. Companies have complained of
me and asked why should you require that the total amount of premi-
ums on risks not terminated be given? One of cur companies was made
largely deficient in its capital because of that item. Having commenced
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nine or ten thonths ago, I required nine-tenths of them and gave it in
my report, making it really an impairmentof the capital. Whereas, if we
had put down three-fourths only, they would have had a very good
amount of capital,

There seems to be a question there, What should we require as a
mecasure of liability on unexpired risks? I have required the whole
amount, and insurance commissioners have generally required it.

Then comes up the question in fire insurance. I don’t know as there
has been much complaint, but there has been a good deal of confusion
in this matter.” Your predecessor in office, one year took forty per cent;
b?:‘: '[tam very glad to see that you have come back to the old standard
of ,

Théyse are questions which ought to come up here, and I think they
ought to be added to the list.

Then comes up a very important question in this life matter, What
will you do? You can't strike out. If, in your valuation, you give to
the life companies a linbility of a certain extent, which depends, for its
existence, upon the payment of the deferred premiums, how would yon
work it? ere is, in one sense, an asset which is of value, It is an
asset of a credit to go against a debit of its own policy. This, in my
mind, is one of the most important questions we have to decide here.
On it hangs the fate, in great measure, of the life business of the present
day. Take those unearned premiums out of the way and several com-
pawies would fare very badly, not in real prosperity, not in real strength,
but in advertising. .

I merely make these remarks preliminary to a motion that I make,
that a committee be appointed immediately to proceed to consider this
subjcct, and report to us to-morrow, a course of businees for this con-
vention to adopt. And this committee would parcel out these duties for
other committees, perhaps, to work upon. ’ ‘

1 would like the views of others, however. Itstrikes me that we ought
not to adjourn with nearly half a day before us. I am anxious that we
get to work, do our work, and then adjourn and go home.

Mr. G. W. SmitH—I rise to ask a question. In anawer to your first
letter, I took the liberty of suggesting that you would request prominent
gentlemen in different branches of insurance—the leading men in the
business—to lay before this convention their views. Imerely rise now to
ask whether you have received any such communication, and when?

'The PreEsIDERT~] will state that, in pursuance of a suggestion made
by the honorable gentleman from Kentucky, and some others, I com-
municated with the Hon. Elizur Wright and, through Mr. Clarke, with
Mr. Sanford; I spoke with Mr. Barnes, my predecessor, and communi-
cated with several other gentlemen, and also with several organizations,
as, for instance, the Chamber of Commerce and with the Board of
Underwriters, whose rooms we are occupying; and the suggestion was
made to the life companies generally, that they should submit to this
convention communications containing their ideas in regard to the sub-
jects which it would be masterial and profitable for this convention to
consider. . And it was with the view, of course, fo get all the subjects
before us, and then, according to the suggestions of the gentleman
which I am pleased to hear named, of submitting these subjects to a
committee, and to the action, finally, of the convention, and selecting
these upon which it was deemed most profitable to consider. Of course,
we cannot travel over the whole field of insurance, and we must neces-
sarily select certain subjects for consideration and action.. I suppose
that the intent of this resolution is, that this committee, if appoiuted,
shall receive these different communications, and that after the commit-
te; report upon them they will be laid before the convention, for its con-
sideration,
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Mr. SMiTH—Are we in a condition now to do anything but appoeint
this committee that is to arrange the work of the convention?

The PresipENT—I should think not. It will be the duty of that com-
mittee to classify subjects, and then name the committees to which they
will be referred.

Mr. SmiTa—It seems to me that if that committee is named in the
meanwhile, before they make their report, there will be nothing prac-
ticable for us to do here, and as I have no speeches to make, I propose
that we adjourn.

The resolution offered by Mr. Paine was then carried, and the presi-
dent named as the committee Messrs. Paine, of Maine; Kelsey, of New
Jersey ; and Smith, of Kentucky.

On motion of Mr. Paine, the president of the convention was added
to the committee as chairman.

The president then read, as the communication drafted by the secre-

‘tary to ge telegraphed to Mr. Clarke, of Massachusetts, the following :—

“* NATIONAL INSURARCE CONVENTION, }
‘ No. 156 BrRoaDway, New York, May 24, 1871.
¢« HoN. JuLius L. CLARKE, Jusurance Commissioner, Boston, Mass:
*The delegates of eighteen (18) states, assembled in national conven-
tion, have directed me to most respectfuily, but urgently, request you to
immediately cause your insurance department to be represented in ils
body by yourself or proxy. The magnitude of the interests involved,
and the importance that perfect harmony of inter-state action should be
secured, makes it, in the opinion of the convention, of the first conse-
quence that Massachusetts should have a voice in its deliberations.
Your answer by telegraph is requested.
' GrORGRE W. MILLER, President of the Convention.
“t Aetest: H. 8. OrcorT, Secretary.”

The PresipENT—I would state, gentlemen, thatthe Board of Under-
writers have very kindly tendered us the use of these rooms, not only
during thesessiona of the convention, but at all times. There are in
connection with this room two or three others which may be used by
the gentlemen or by the committees, at their pleasure, during the entire
continuance of the convention.

And Ihave also to say that I have received a communication from the
Equitable Life Assurance Society, through its president, inviting the
gentlemen in attendance at the convention to vigit their buildings and
receive and partake of their hospitality at such times as may be con-
venient to them, either personally or in a body. If any time shall be
indicated, they will be happy to receive you. Is there any further busi-
ness before the meeting?

Mr. W. E. HaArveEY—] think I understood you to say that you had
invited the insurance companies to make suggestions to this convention.
I move that they be requested to hand in their communications to this
committee that has been appointed, who are to dispose of that, and
assign them to their various committees. .

Mr. Smrtu—I wus about to enquire whether it was understood that
the fact that parties hand in their communications would exclude
them from appearing before the convention, and presenting their views
perhaps more at length than they would feel like doing in writing.
wmerely make the enquiry as to what would be the understanding if the
motion should prevail in the form in which it is put. .

The PrestpENT—Of course I may state to the gentleman that [ have
not assumed to fix any programme for the working of this convention,
and preferred to leave the matter open to be arranged according to the
views of the gentlemen after they get here. Therefore, of course, we
have neither rules nor any specified order of proceeding, and it is for
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you, gentlemen, to shape the course of this convention, and I hope there
will be entire freedom here in expressing views; that no gentleman will
hesitate for a moment to make the suggestions that occur to him as
practically useful and important to the interests we are here to subserve,
‘and that there will be no diffidence or hesitation; and that you will
presume from the outset that there is nothing arranged, but that you
are to control the whole matter.

Now, as I have before said in pursuance of the suggestion of the gentle-
man, I have invited parties to submit their views to the convention, be-
cause I assumed that the convention would be willing to hear, when it
assembled, all who had any light to throw upon these subjects, Not, of
course, that these gentlemen are to be represented in the convention,
not that they are to influence its action, but we want before us all the
subjects which may be suggested as proper, and then to select such as
we may desire to act upon, and that is the view I understand of my
friend from Maine.

I only regret that, as I am informed, some of the communications to
be presented are not fully prepared yet, and that some of them will not
be presented to-day. But they are in course of preparation, and will be
presented in a day or two.

At the same time, I can see no reason why the committee cannot be
engaged in the consideration of some subjects, because we know what a
great many of the subjects are that must necessarily come under our
consideration, and the committee may be preparing for those, and
arranging the programme of the proceedings of the convention.

Mr. PaiNE—Asg one of the committee named, I would say that we do
not want any elaborate communicatione this afternoon, in writing. I
would like, myself, to meet this afternoon anybody that has a word to
say, orally or written, in this room, or at our hotels—I don’t care where
—to name subjects which we may conclude to accept as the subjects
which will occupy our attention. - And then, when these subjects are
under discussion.{ hope the convention will hear anybody that has any-
thing to sa{ on them. We are here as a grand jury of inquest on the
insurance body—not for indictment, but to find the best system for
practice, and 1 feel that we want the utmost information that we can
get, let it come from whence it will. 1 will thank any man in the
United States, let him be who he will, to come forward and give any
light when these subjects are under discussion; and I hope we will find
a correct verdict upon the case.

. We are here, as I understand it, as the friends of the companies, and
as the friends of the public, and if there is any conflict between the com-
ganies and the public, I hope we are the intermediate parties who may

e able to settle or compromise that matter, and bring them to one.
But I don’t understand that there is a great want of harmony. The
commissioners stand on the middle ground. They are the power which
brings the companies and the public together, and keeps the one safe
and the other secured.

Now, I say, that whatever place is agreed upon, whether here or at
our hotel, I should be happy to receive any intimation from any indi-
vidual whatever, as to the subjects, and not the merits of the subjects,
to be brought before the convention; and then, upon our report, I hope
that we shall hear them upon the merits. That is my idea as one of the
committee. I will ask the president where he proposes to have the
committee meet. .

The PrEsipERT—As I stated before, there are rooms here, and there
is a large room provided at the hotel—room 52, Fifth Avenue Hotel—
for the common use of the gentlemen of the convention, and they can
meet either here or there. . .

Mr. ATcHisoN—As the action of this convention is to be purely
advisory, I move that all the executive officers and actuaries of the insur-
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ance companies be invited to participate in the deliberations of this
convention.

Mr. Kerrsry—I think that might, with propriety, be left to the
committee which has just been appointed. I? I am correctly informed,
the representatives of the life and fire interests in this state, and also
of the commercial interests, have anticipated a convention of this
body, and, through committees that will be appointed, will, at the
proper time, bé ready to co-operate with the convention. It strikes me
that the proper course would be to consult informally with such gentle-
men connected with the life and fire interests as might choose to come
before them. I, for one, as a member of that committee, would be ver
glad indeed to hear those gentlemen whoever may choose to come.
think that all the members of the committee will coincide with that
view. We can be aided very much in our duties by gentlemen qualified,
perhaps, better than any gentleman on that committee; better, I am
sure, than myselfl. And, co far as the organized interests are concerned,
as I said before, of life and fire insurance, and of the commercial com-
muni&y of New York, it would be proper that their views should be pre-
sented to the convention, and not to the committee. I merely make
this suggestion, that the committes we have appointed be left to adopt
such a course, touching communications, in regard to fire, life and com-
mercial interests, as to them it wmay seem best.

Mr. W. E. HArvEYy—I understand that this committee was appointed
for the purpose of détermining the questions to be <fiscussed
by this convention. I understand that a number of gentlemen
have prepared matter for this convention to consider, and if that matter
can be handed over to this committee, and let them take it up and deter-
mine how much or how little of it shall be discussed. I think it would
be a good thing. Ido not mean, however, to go into the details of it.
Let the gentlemen who represent these various interests, appear at
length, hereafter, and give the point, and object, they wish discussed,
That was the object of my motion.

Mr. PILLSBURY—] would move an amendment to the motion of the
gentleman from Tennessee, that that subject shall be left with the
comrmittee already appointed. This would seem to me opening a very
wide door, and it seems to me it would more safely be lodged with that
committee, ' .

Mr, ArcuisoN—I have no objection to the reference of the resotution
which I have offered to that committee. It seemed to me that, aswe
wanted light on these subjects, perhaps there might be some luminous
bodies about us who could give it. It was with the view of getting the
largest arncunt of information that I desire to add the number of men
that I see around me. Iacquiesce in the suggestion of Mr. Pillsbury.

The motion of Mr, Atchison, as amended, was then carried.

The PresmENT—I was about to suggest, if the convention will indulge
me, that this committee meet at room 52, at the Fifth Avenue Hotel,
this evening, and that it may very groperly receive communications
which any person or persons may choose to present. Of course, the
formal views and documents, if such are in existence or in course of pre-
paration, should be presented to the convention hereafier. Butl see no
reason why this committe¢ may not receive its work, and begin to
map out, and perhaps fully suceeed by to-morrow's meeting in mapping
out, for instance, the sub-committees which are to be appointed, and a
general classification of the subjects, which will be sure to cover all
that will be presented, and ultimately considered as proper to be
discussed and acted upon. Of course we don't want to wait and rest
two or three days here, deferring action until parties have prepared and
presented views. 1 suppose we have subjects upon which we can pro-
ceed to act. There are certain subjects that we all have one opinion in
regard to the necessity of considering, and to those we may proceed,
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and this committee can report, if not a full programme, at least some-
thing to do to-morrow. Therefore, I suggest the meeting to-night.

The motion, now, of Mr. HarveY, of Illitiois, that parties having pre-
pared matter for submission to the convention present to the com-
mittee, was then put and carried.

The PresiDENT—I would suggest that this commiittee be also author-
ized and requested to r?port such rules as they may think necessary for
the general guidance of the convention.

r. BREESE—] would make the motion that this committee be instruct-
ed to report the time for the convention to meet from day to day, as
well as rules. Carried.

On motion of Mr. Smith, of Kentucky, the convention then adjourned

* until Thuraday, at 12 M. :



' SECOND DAY.

New Yorg, May 28, 1871,

The National Insurance Convention of the United States re-assembled, pur-
suant to adjournment, at 12 M., at the rooms of the New York Board of ire
Underwriters. :

The PRESIDENT requested such delegates as might be present, who did
not respond ayesterda when the roll of States was called, to step forward to the
Secretary’s desk, and register their names.
hiMr. Benjamin NoYES, commissioner of insurance, of Connecticut, registered

s name,

Mr, SPENCER moved that the reading of the proceedings of yesterday be dis-
pensed with, .

The motion was agreed to.

COMMUNICATIONS FROM GEORGIA AND MASSACHUSETTS.

The PRESIDENT announced two communications from Julius L. Clarke, com-
missioner of insurance for Massachusetts; also a communication from the
Governor of Georgia, and a communication from the Comptroller General of

r .
The communications were read as follows, by the secretary:

¢ EXECUTIVE DEPARTMENT, STATE OF GEORGIA,
# ATLANTA, GA., Moy 17, 1871.
“Hon. GEORGE W. MILLER, S:ip't of Insurance Dep't, N, V.

“ Dear Sir: I regret exceedingly that the Hon. Madison Bell, Comptroller
General of this state, and the officer under our law who bas charge of the in
surance business, finds himself entirely unable to be present with you in your
convention. Major Bell has, however, forwarded to your address a communi-
cation on the subject, with copies of laws, forms, certificates, reports, etc, etc.,
as prepared by himseH, and I trust that you will find his communication to be
of sucfi character as to be received by your convention, and read and be
placed upon the minutes of your proceedings. Very respectfully,

(Signed,) “Rurus B. BULLOCK."”

“ CoMPTROLLER GENERAL'S OFFICE,
“ ATLANTA, GaA., May 16, 1871,
“ Hon, GEORGE W. MILLER, Sup't. fnsurance Depariment, N.' V.
" Sir> Your letters of invitation to the insurance officer of this State, to
attend an insurance convention to meet in New-York on 24th inst., have been
handed me by his Excellency Governor Bullock, for the reason that the




17

Act of March, 1869, to regulate inscrance business, &c. in this state, con
stituted this office the superintendent of that business. Prior to that time, no
such superintendency existed, and every insurance company, from whatsoever
state or county, was free to transact business In the state without let or hin-
drance, all that was required being an annual state tax on the premiums received.
Under the provisions and operation of the act referred to, I am satisfied that
much good has been accomplished and considerable evil repressed, especially

reason of the inability of unsound or bogus companies to come up to the
standard laid down by law, by which they have been entirely excluded fromn the
state. The business of insurance expands with he increase of population, and
the returning prosperity of our material interests—and at present It has assum,
ed greatly increased proportions, to what it was a few years since. From the
short period of time for which I have had charge of the business, and the con-
sequent brevity of my experience therein, it follows that my knowledge of this
business is necessarily limited. Nevertheless, ] am satisfied chat the conven-
{ion which has been called at your instance, as Y understand, is a wise movement
in the proper direction, and, it well attended by the proper material in the way
of delegates, is likely to result in great advantage to the business of insurancs,
as well as to the interests of the country at large. I beg leave to return you
my thanks for the invitation to attend and participate in your deliberations, and
to express the regret that I feel at my inability to do so. ~ I assure you it wonld
be a pleasure for me to participate in proceedings which I believe are fraught
with go much interest to the whole country.

“1 trust the different elements, which will compose your convention, will
prove harmonious, and that such action will be taken as will tend to harmonize
and make e%:al, the laws governing insurance in all the siates ; and, that those
states that have passed unfriendly or restriclive laws 28 to compani¢s from
other states may be induced, by the action of your convention, to repeal such
laws at an carly day, and to leave to capital and enterprise the freest scope,
into whatever locality they may see fit to go. And especially is it desirable,
that those states that prevent companies organized under their laws from
investing their capital in other states, may have their eyes opened to the folly
of such restriction, so (hat it may be erased from their statute books at a very
early day. Wereull these odious laws repealed, retaliatory legislation would
at once be repealed and abandoned by those states that have adopted it, and
it would not be many years until there would be a just, honcrable and harmo-
nious system of insurance operating throughout the whole country.

1 send you the desired papers, to wit: one of our blank statements, a copy
each of cerfificate of authority to company and agent, and a copy of insurance
laws and instructions.

*“Hoping they me? rezch you in good time, and that your convertion may be
numerously attended and its deliberations harmonious and profitable,

“] am, very respectfully,
(Signed,) “MapisoN BerL,
. " Compt. General"'

% BosTON, May 24.
“Hon, Gerorce W. MILLER, Pres’t Naotional Insurance Convention,
Nos, 156-158 Broadwap, New York.
“ It will be impossible for me to be present at the convention; will write
to-morrow. o “Jurius L. CLARKE,
¢ Insurance Commissioner of Massachusettst!

“ BosToN, Afay 24.
“ Hon. GEORGE W. MILLER, Pres’t National insubasce Convention,
Nos. 156-158 Broadway, New York,

* Dear Sir: Receiving your dispatch of yesterday at the moment I wes
leaving the city, my condition of health compeliing brief office hours, I could
only repKein & word, thinking I might possibly arrange to send a represen-
tative to convention over which you preside, but the reorganization of my
d:ﬁartment business, this week in progress, together with personal interests
and other considerations connected with pending legislation here, seem to in-
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terpose insuperable obstacles. Thanking the conventiun for its comrtecus
consideration, I have no doubt its deliberations will result in harmonious and
successful action, Very respectfully,
4 JuLtUs L. CLARKE.
¢ Tnsurance Commissioner of Massachuselts,”

On motion of Mr. CALDWELL, the communications were ordered spread
upon the minutes, )

The PRESIDENT inquired if the committee appointed last evening to report
upon certain matters was ready to report.

Mr. SMITH said : Mr. President, my understanding of the matter is, that the
naming of sugiects has not teen completed, and that we had better postpone
our action untl after we receive from the various insurance companies the com-
munications that are expected.

In the meanwhile, at the request of the committee, and in their name, I will
read the following, in reference to a resolution that was offered yesterday :

« Mr. ATCHISON moved that, as the action of this convention is to be purely
advisory, all executive officers and sctoaries of the insurance corpanies are to
be invited to participate in the deliberations of this convention,"”

This resolution was referred to the committee, and I was requested, after a
discussion and general understanding as to what our views were, to prepare this
as a report : * .

This is an assembly of state officers of insurance. The members are present
under executive authority; and, whilst it is the earnest desire of the officers
here present to receive information in regard to the great business interests en-
trusted by law to the individual members of this convention in their respective
states, it is not considered expedient to introduce as members auy persons other
than those named in the letter of invitation, under which this convention is
assembled. -

it is, therefore, recommended that in addition to the invitations already ex.
tended to the insurance organizations in this and other cities, that this conven-
tion now declsres its readiness to willingly accept written communications from
any source, on the practical questions now before them, and will, in case it is
desired, entertain a proposition from any person, to appear before this conven-
tion and verbally explain or enlarge upon particular points afluded to in previous
written communications. :

RurEs oF ORDBR.

Mr. KELSEY, from the committee appointed for the purpese, presented the
following rules for the government of the convention.

1. The general rules for the government of this convention shall be those
observed by deliberative bodies generally.

2. The time for oKniag the daily iessgons shall be 11 o'clock in the forenoon. |,

3. No member
all—on one question.

4. Each state shall be entitled to one vote only on all questions.

On motion of Mr. CALDWELL, the report was adopted.

Mr. CALDWELL said: If the committee, as they state, are not yet ready to
report on the business whick should properly come before this convention, I
think we will be economizing time, if we proceed without waiting for that re-
" port. The President, in his address to us yesterday, fully stated the cbjects of
the convention, and the questions which we were to consider, and he stated
them quite concisely, And I now move that this convention take up the ques-
tions suggested by the chair, and in the order suggested by the chair, and that
committees be appointed, to whom the diffcrent parts of business shall be
referred. This would not exclude, as a matter of course, the introduction of
any questions not enumerzted, should any member feel so disposed. This will
commence our work.

The PRESIDENT—I think Mr, Smith will explain the object of the committee
in making this report, if the gentleman from Indiana will allow him

Mr. CALOWELL—Certainly.

sperk more than twice—occupying twenty minutes in
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Mr. SMITH—I am requested, on the part of the committee, to whom this sub-
ject was referred, to state that we, perhaps, could have concluded this division,
established it, at least, in our judgment, and submitted it to the convention; but
it was deemed more appropriate and preferable that we should first receive the
communications from the different insurance orﬁnizaﬂons, that were ex-

cted this morning; thinking we might profit by their ideas and sugges*ions.

have no doubt they will indicate to us practical points for our attention. I
think we can then make ready our report in ten minutes.

Mr. W, E. HARVEY-—I would like to inquire if the committee have any in-
timation of how long it will be before the communications are received

The PresipENT—I understand two of these commaunications are ready now.
If it is the will of the convention, I will call for them at this time,

COMMUNICATION FROM THE LIFE INSURANCE COMPANIES.

Such being the pleasure of the convention,

Mr. F, S. WinsToN, President of the Mutual Life Insurance Company of
New York,said: Mr. President and gentlemen, I will only detain you by
reading the proceedings of a meeting of Life Insurance Companies, held an
the 2051 instant. T think it would be more decorous on our part, and would
save the time of this convention, simply to present, in @5 succinct a manner as
possible, the important paints that were decided upon at that meeting.

MR. PRESIDENT AND GENTLEMEN OF THIS CONVENTION: .

I ap, fore you, with my colleagues on the committee, as the elected *
vepresentabives of the life insurance companies of this state, and also of such
other companies as were able to meet, upon your suggestion and recommenda-
tion, in thig city, for consultation and action, on the 20th inst.

This meeting, composed of officers of nearly all the life insurance compa-
nies doing business in this state, and others, wes deeply impressed with the
great importance of this convention, and locked with lively interest and expec-
tation to the results of your deliberation and action.

They believe it inaugurates a new erz in the history of insurance in this
country, and one \vhicﬁuwill develop that community of interest ameng the
state departments which should exist, and will lead to that co-operation and
uniformity in state Jaws and the requirements under them so earnestly sought
for by all interested in the vast business of insurance in its various branches.

The brief report of the proceedings of that meeting I will, with your per.
rnission, now present.,

It contains’ but few principles and points, because it was deemed both res-
pectful and proper toward this convention, who would have the interests of
otber branches of insurance to consider, not to burden them with any business
or suggestions but such as were of real gravity and importance.

This convention will give such weight as in their opinion is fitting end pro-
per ‘to the fact that each request and recommendation herein contained had the
unanimous vote of every company represented at that meeting, and since from
all who were not there, whose opinions have been ascertained and expressed.

On the subjects contained in this report, we present an undivided body, re-
presenting a large proportion and preponderance of the business of life insur-
ance in this counrg.

Whereas, The Hon, George W. Miller, superintendent of the insurance
department in this state, has officially informed the life insurance companies
that the heads of insurance departments of the different states were to meet in
this city on the 24th inst., to consider and discuss matters pertaining to their
duties, and also such as are vital to the interests of insurance in its several de-
partments ; and has invited the said companies “by such means as they shall
deem best to lay before the convention such matters as they may regard as im.
portant to be considered *'—therefore

Resolved, That the life insurance companies acknowledge the courteous invi.
tation offictally extended to them by Mr. Miller, and accept the same, and that
they will co-operate with each other and with other branches of insurance in
presenting such topics to the convention as they deem of highest importance to
their general interests and to the advantage of the public at large,
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Resofved, That for the more convenient and efficient preparation and presen-
tation of the topics which the life insurance companies deem essential to their
interests to be thus considered by the convention, a committee cousisting of
five delegates be appointed whose duties shall be,

First, to place themselves in communication with the convention as repre-
senting the life insurance interests of this country. -

Secondly, To prepare and present to the convention such fundamental and
important topics and matters of common interest connected with the business
of insurance as they may have the opp;rtunity and the ability to lay before that
bodyy. with the reasons for the same when necessary or when required.

Airdly, That among the points of highest interest to be presented and ad-
:;omted, the following are recognized by this meeting as of primary impor-
nee ¢
" 1st. Uniformity in the forms of ansiual reporls and other requivements made
by the difftrent siate depariments of insurance.

Each state department requires substantially the same information. At pre.
sent each state bas its own forms, customs, and requirements, They are not
only different in their methods of getting at the same facts, but many questions
require an answer, where they are asked by persons without practical expe-
rience, which really develop no important point.

. The necessity for filling up blanks so different in their character and arrange-
ment, necessitates & very great amount of labor, and often perplexity, on the
part of the companies, and 1s of no real use to (ke states which require it

If the convention can arrive at a series of questions which will develop all
important points on which information is desired, and also such blank forms as
are necessary for the different purposes required, and adopt the same, they will
save & la.rge amount of labor to the companies, and will thus attain, in a simpler
form, the information they seek.

2d The ::jpm of the same Basis, principles and system im the valuation
of policier computation of reserves by the different state departments where
such valuations and computations ave ¥ be X

The importance of such a system and basis is becoming more and more felt

?Ze’::iaﬁon in different states, and by different companies at the present
time is so considerable, and so seriously affects the safety and prosperity of the
business of life insurance, that the subject shoald be thorouﬁ disenssed and
decided upon only after full examiration, with all the light that science and
experience can shed upon it .

d. The acceplamee by cackh state depariment of the valuations made by any
other state department (in which the companies were incorporated) when pro-
peal;v performed on sound and recognined hpn'sa}ﬁla and an uniform basis.

he economy of time and money, when such reciprocal labor can be per.
formed and accepted, is, perhaps, a safficient argument for the course indicated.

Ath. The lists of policies and securities in detasi requived in the annual
statemenis to be made to one siate depariment only, and the cevtificate of the
rotal amount Z‘ruﬂl £aim¢: ies and amount and valuz of such assels from said
depariment wheve o be deemed sufficient in all other state depariments,

The labor of preparing detaited lists of policies, and also of securities held—
especially when these securities are bonds and mortgages—is so great with
some companies, that it would require the constant labor of one or two indivi.
duals, during much of the year, to prepare & single list.  Wheu this iabor is
multiplied by the same requirements from different states, it will be seen that
this burden will soon become intolerable. If given to one state, then the total
of the different classes of ussets, and of descriptions of insurance, could be
re&orted by the state department to which it was made, thus securing entire
fulness of information, attaingble at any time when needed, while the [abor of
the different companies would be vastly abridged.

Sth. The deposit of securities by the compamies to be wmade im the state only
in which the company wes incorporated, if there reguired, and the certificate
of suck deposit from the insurance deparimemt of the state where made, o be
accepied by all other stale deparimenis.
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These deposits when required and made are, by the terms of agreement
between the state and the company, to remain as long as any of the company's
policies or obligations are in force, ) !

Take, for instance, the ggh}icy ofa younimm of 21, His expectation of life
at that age is 39 years, e company then making the deposit would ordi-
narily be unabie to withdraw it for 39 yemrs, It may reach fifty or more years.

This will exhibit the inconvenience to which companies might be put in case
of a withdrawal from business, or if for any other reason they desire to close
their affairs in & particular state, and would render it practically impossible so
long as any obligations existed in that state.

e have naw upwards of forty states and territories, each one having equal
rights to call for deposits from the different companies as the other. Suppose
a life insnrance company to have made the required deposits in each of these
" different states, and through any excess of mortality or other contingency, to

require the use of a considerable proportion of its agsets. It will be readily
reeived it would be impossible for them to respond to any except ordinary
emands. Add to this the fact that these deposits are usually required to be
made in securities which do not pay the largest rales of interest, and which are
in the custody, in many cases, of siate officers, elected perhaps but for a single
year, and it will be seen that they would be fi.kely not only to prove unproht-
able, but, in many cases, might be in unsafe custody.

Every consideration of prudence and convenience leads to the confining ot
these deposits to a single state. Indeed, it does not appear, under the re-
stricted charters of many of our companies, that they have the right so to scat-
ter the funds committed to their keeping for the payment of their obligations,
by placing them out of their custody and control in other states than that giving
them their charter.

61k, The appointment of one agent or allorney only in cack State fo be re-
gm'r_a;" 6{’:‘ & accept legal service in belalf of & company, thereby avoiding greal
possi ers. : .

The propﬁety of appointing ap agent to accept legal service in a state where
the compauy has no assets is questionable. But evidently in so greve n matter
as accepting service for a company at a distance. in another state, when the
company may not be apprised of any cause of complaint or of action, and
where judgment may be unjustly and fraudulently obtained by the connivance
of such an agent and attorney, without its having come to the notice of the
company, this power should not be delegated except in the most guarded man-
ner; and where such an agent or attorney is required in a state, he should be
carefully selected by the company for his.character, discretion and integrity.

The making of every solicitor or person who does any business for the com-
pany an agent to accept service, is holding out an inducement to unworthy and
tricky parties to seriously injure and embarrass the company toward which
th? m:;_ht feel hostile, or for sinister purposes, which should not be tolerated.

th, Taxgtion, Jf notpracticable to have it entively vemoved from Life In-
. Juvance, to be made unifory and reasonable in the different states, and nol com-

Plicated and oppressive, as af present in many portions of the country.

. Life Inserance, in the opinion of your committee, should be enfirely exempt
from taxation. '

Ttis aburden upon the prudence and forecast and affection of a class of the

community generally fer from wealthy, and very often poor, who are striving
from year to year to lay aside something for the benefit of their families, and to
kc;p them from want and from becoming pecuniery burdens upon the state.
. Both sound political economy and common humanity would point to reliev-
ing this class of persons and their scanty property from any unnecessary bur-
den, If, however, this entire relief is impracticable, taxation should be uniform
a5 between the different states, and reasonable in its amount, and should be
Hmited to the collection of fees lo sustain the several state imsurance depart
ments in their designs and not be paid into the treasury of the state.

It should be uniform in whatever shape it takes, because if one state taxes
the members of & mutual life insurance company, and another stale does nol,
evidently if equity prevails in the distribution of puins or dividend, they will



22

be forced to impose and distribute the aggregate tax paid to such state amon
the olicer-holders of that state, and :;ithrow the g::rden ugon the polic;E
hoider of states where no such imposition is made, This will be just in prin-
ciple, and also a necessity when such burdensome taxation is laid upon life
insurance companies who are required by their charters to dstribute these
dividends equitably among all the policy-holders.

The effect of onerous taxation 1s politically bad. It engenders retaliatory
legislation and provokes sectional prejudice and bad feeling.

ben one state struggles to extract through taxation all that is possible

from corporations or individuals, chartered or resident in other states, it cre-
ates and keeps alive a feeling of jealousy and distrust inconsistent with that
fraternal feeling which should be cherished by our people in every part of cur
common country. .

The subject is one of great importance, not only to the companies thus taxed
but also to their policy-holders and to the country at large.

8th. Such other matters of interest as the committee may deem important to

resent.

P The committee are also empowered and requested to perform the following
duties:

1st. To assess and collect from the different companies such sums as are
necessary to defray thet proportion of the expenses of this convention as
properly belongs to this department of insurance. \

2d. 'ghe cordial co-operation with the representatives of the fire and marine
insurance companies in all matters of common interest. . .

3d. The calling a meeting of the life insurance companies during the seasion
of the convention for presentation or for any other purpose of interest connected
therewith, and for a final report of their proceedings when completed.

On motion of Mr. KELSEY, the communication was referred to the com-
mittee on the order of business.

COMMUNICATION PROM THE NEW-YoRK BoakD ofF FIRE UNDERWRITERS.
The following communication was presented, irom the Board of Under.
writers, by Mr, Geo, T. Hope, President of the Continental (Fire} Imsurance
Company, aud Chairmar of the Special Committee of the Board of Underwriters.
Mr. HoPs said : Mr. President and Gentlemen, allow me to say a few words
preliminary to the paper which I propose to read to you. L. .
As your President yesterday was stating the smose he had in view, with
regartﬁu this meeting, I watched with a preat of interest, for the place
where the fire insurance came in. It did come i, about half through the
document, but 1t went out so quickly that I began to feel uneasy about it, until
I recollected what I had heard stated a long while ago, es an explanation
under somewhat similar circumstances. A
A gentleman had a pair of horses to sell. They differed somewhat in excel-
lence. He took especial ‘pe.ins to epeak very stronlgly and frequently of that
snimal which was, manifestly, not the finest, until the purchaser asked the
reason why, ¢ Oh!* he said, ¢ 7/a? horse doesn't need talking about; any-
Sody can see he's all right,” I presume, Mr. President, thatis the cese in
regard to fire insurance, [Laughter. ; .
il’ we needed an introduction to you further than we slready enjoy. and, if
anything were necessary to place fire insurance before yon for consideration,
as well as that other to whiS: we pay 0 much respect and which is of preat
value—life insurance-~I might refer ta the statement of the President yesterday,
[ :
that life insurance was bort in this century, in this country, and then to the
charter of a fire insurance company, granted in the last century---a company an
in existence and useful, and then say: * We are entitled to & place among you.

TO THE NATIONAL INSURANCE CONVENTIONt .
Gentlemen: In compliance with the courteous invitation of the superin-
tendent of the insurance department of this state to the New York Board
of Fire Underwriters, * to submit to the convention of state officers having
charge of the business ot insurance in their several states, such views as
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might be deemed important to be considered as connected with the fire

branch of insurance,” that board appointed the undersigned a committee
charged with the performance of that duty. The committee desire to
express the gratification felt by the officers of the comganies that this
convention has been summoned and that it is attended by so many of
those who hold these responsible positions in their respective states.

The vast importance of the business of fire_insurance is not generaily
understood, either by the people or by their legislative representatives,
and, until recently, the control which the states have chosen to exercise
over the insurance companies, was allowed to remain as an incidental
and an snimportant attachment to the financial or some other department
of the several states. During the last 10 years the condition of affairs
has been undergoing a rapid change for the better. In many of the
states independent departments have been established, and in others the
inteligent officers having control of a department which embraced
insurance as a part of its duties, have recognized the importance of this
portion of those duties, and have given character to the subject by erect-
ing a subdivision with especial regard to this business. )

t may, to some of the members of this conventian, seem quite super-
fluous to attempt an illustration of the importance of the business as
compared with that of other financial institutions, and therefore your time
will not be occupied longer in this direction than Is required to say,
that to prevent the people from sustaining loss by the failure of insur-
ance companies, is of much greater importance than it is to save the
billholders of banks from losing by the failure of banking institutions,
and the last was long the object of great care and supervision, while the
former was almost neglected.

It is easy to understand that when a bank fails no one, as a rule, is
likely to suffer severely, excepting those comparatively well able to
sustain the loss, while, on the other hand, the failure of an insurance
company involves individuafs, not in small losses, but in large ones;
the parties who hold its policies having in many cases a large portion,
and sometimes all they goasess, involved in the failure of the company.
Many such a propertyholder, dispirited and heart-broken by the failure
of an insurance company to pay his claim of a few hundreds or thou-
sands of dollars, has sunk into beggary and become a tax upon the
community., At the other extreine, the facts show with equal distinct-
ness bow necessary it is that the business of insurance should be wisely
fostered and controlled. If security could not be obtzined against the
risk of his property being destroyed b)y fire, what capitalist would be
justified in having in his warehouse the large amounts now so frequently
held and which seem essential to the conduct of an economical and
profitable business. -

It would seem that this business had grown with the demand for it, go
gradually as to be unobserved, and its importance overlooked, until the
multiplied misfortunes or frauds of many unsubstantial insurance com-
panies a dozen or fifteen years since, constrained attention to the entire
subject.

A very few statistics will make apparent the magnitude of the business
of fire insurance in this country, and be more effective than anythin
else to exhibit its importance and the dignity and responsibility in this
reepect of those who occupy the positions held by the members of this
convention,

The amount insured throughout the country during the year 1870 by
the companies reporting to the New York insurance department, as
appears by reports made to thit depariment, exceeds $4,800,000,000.

he amount paid by these companies for fire losses during the same
period exceeded $23,800,000. Some of these comYanies transact a large .
marine and inland navigation business not included in these figures.
When it is remembered that there- are many companies in the several

3 -
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states which have no agencies in thie state, it is evident that a lar
percentage must be added to these sums to enable us to understand tgg
vast magnitude of this branch of the insurance business.

Its present extent being so great, how shall we estimate the future
magnitude of this indispensable branch of commeree; this ally of every
exhibition of industry and art?

The substantial insurance companies (and there are many such), doing
business in the country, welcome any ano every measure which is
ad%ﬁted to protect the reai interests of propertyholders.

ey recognize most fully that the interests of such companies and of
" the honest insuring public are identical, and they are therefore gratified
to respound to any intelligent and well considerec requisition from insur-
ance departments. Indeed, it is more than probable, that much the
larger part of the enquiries found in the various forms for annusl returns,
have been suggested by the officers of insurance companies who have
been willing to communicate all eesential information respecting the
institutions under their control.

‘Trusting that it needs no further argument to assure the members of
this convention, that in making any suggestions herein presented, the
members of the New York Board of Fire Underwriters are actuated only
by a desire to have the conduct and control of the business intelligently
placed upon such a just and eubstantial foundation as its vast extent and
importance demand, the committee call your attention, very respectfully,
to the following poiats:

First. The companies are subjected to great labor, expense and annoy-
ance by the numerous and generally unimportant variations which are
found in the blank forme adopted by the different states, for the returns
to be made by the companies to such states, It has become almost im-
possible with the aid of all the clerical force that can be employed to
advantage, for a company, engaged in an extensive business, and con-
scientiously determined to comply as closely as is possible with the let-
ter and the spirit of these differing requirements, to complete the prepa-
ration for complying with them, between the close of the year and the
perg:dﬁ {i?d by the laws of the several states, within which the returns &re
to ed.

If this convention shall unite in adopting a common form for the
annual returns of the companies, which shall embrace all of the really
valuable features contained in all of those now in use, and reject all that
are useless or of very little consequence, it will result not only in a de-
cided gain to the companies, but in a more prompt rendering of the
retarns to the several state departments.

It is also of obvious importance that all returns be made to the same
date. -

Without further arglment or illustration, this subject is dismissed, as
it is understood that the National Board of Underwritere has appointed

a committee to place the matter before this convention in a manner befit-
ting its importance. .

econd. The subject of taxation and license fees is one which ought
to be considered with more broad and enlightened views than have hith-
erto been given to it in a number of the states.

The business of insurance would seem to be regarded as a ° placer”
rich end exhaustless ; as furnishing an immense profit to the companies,
and as presenting a ready and proper source from which, by taxation, to
supply the treasuries o state, and city, and county and town, ard even
of other institutions and beneficent organizations.

There are at least two serious errors committed in this onerous taxa-
tion. One is shown by the fact that the business is no# one of great
profit. Statistice gathered from the returns made for a series of years,
prove that less than eight per cent of all the premiums received during
fifteen years past, hus remained after the inevitable losses and expenses
have been paid. )
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The companies would have been long since taxed out of existence in
several states, but for a law of trade as Inflexible as the law of gravita.
tion. Any community can add just what it pleages to the cost of insur-
ing, by taxing the companies who issue policies, but they must pay the
amount in enhanced premiums. Just as certainly as a place containing
buildings impropcrl{ constructed, or insufficiently protected by fire de-
partments, is compelled to pay for the consequently increased liability
to loss by fire in enhanced charges for insuring, so certainly the taxes
imposed upon companies have to be contributed by the citizens for whose
apparent benefit they are imposed. It needs no argument to show that
it is the interest of every state that every one of its honest citizens, who
possesses property, should be guaranteed against loss growing out of its
destruction by fre. )

It is the interest of a state that its citizens should be provident, that
they be not disheartened by the sudden destruction of the result of per-
haps years of toil and eelf-denial. A tax upon insurance is a tax upon
the providence of the people, and some day states will become 8o wise
as to refuse to perpetrate such a wrong.

In the meantime it is respectfully uried that such an approximation
should be made to this degree of far-sighted wisdom, as to restrict the
taxes to some just percentage of the net amount of premium receipts
from any state, remaining after the losses and expenses in that state
have been paid. And further, after the state has fixed the amount which
is to it satisfactory, it would appear that no member of the common-
wealth, whether city or county, town or village, or any institution within
them, should be permitted to impose any further tax upon the com-

aties.

P The New York Board of Underwriters urge these considerations upon
the superintendent and upon the legialators of their own state;-and this
is done with full knowledge that this state affords as promising a field
for the business as is found within the Union; and that driving out, by
means of such taxation, deposits and other vexatipus restrictions, all
but local companies, would be more to the apparent advantage of
the local companies. The general estimation in which this field is re-
garded by underwriters is exhibited by the fact, that in 1867 (as shown
by the superintendent’s report for that year, published in 1868,) there
were within its borders 1154 agents of 44 companies from other states,
and 27 agents of 4 companies from foreign countries,

The later issues of the department do not furnish the number of
agents, but it is found that the number of companies represented by
agents is increased to 6g, and doubtless the number of agents has been
increased in the same, if not in greater, proportion.

The New York Board suggest nothing that may seem to be to the
advantage of ite members in other states, beyond what it is quite dis-
posed to have this state accord to the companies coming from such
states to divide with themselves the business of the state of New York.

Third, The undersigned request that the earnest attention of this
convention may be given to what is known as the deposit system; a
system which has Leen practised from time to time by a majority of the
states, and which prevails or is banished from the statute books, in close
proportion to the degree of ignorance or of intelligence found to exist
in the underwriters having the management of the local insurance com-
panies chartered by the several states,

Upon an examination of the facts it is found that s soon as & state
has within its own borders companies amply able to protect its citizens,
the intelligence of the officers of these companies demands and secures
the repeal of all such monstrous absurdities as deposit laws.

As 2 rule, the more a state needs for the proper protection of its citi-
zens, the aid of insurance companies of other states, the more certainly
there will be found among its enactments respecting insurance, require-
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ments for unnecessary and damaging deposits, and the imposition of
nnreasonable and excessive taxation upon such companies.

If there exists a need that companies, the whole assets of which are
within reach of the courts of the country, should deposit any part of
their zseets in any one state, it is equally needed that such deposits -
should be made with every other state,

More than this: if it is found that eny company has complied
with such reguisitions to any appreciable extent, it will {ecome the duty
of other states to be proportionately protected. The extreme absurdity
of the system is shown by the mere statement of a truth well-known to
every sensible underwriter in the country; that carried to its legitimate
extent it would Le liable to cause the failure and dissolution of any
campany generally.complying with its requisitions, in case of such fires
as may at any time take place in any one of a score or two of cities in
the United States. .

It is surprising that owners of buildings or merchandize in Boston, or
New York, or Baltimore, in Philadelphia or Cincinnati, or Chicago, in
Milwaukee, or St. Louis, or Richmond, in Cherlestown, or Savannah,
or Mobile, in New Orleans, or Memphis, or San Francisco, in Portland,
or in some one of scores of other important cities, have not heretofore
protested against the admission of companies in their states which had
thus taken measures to secure their own bankruptcy, and at the same
time to do deadly injury to claimants upon them in the event of an ex.
tensive conflagration, by being thus permitted by the states that created
them to hypothecate their property, and to destroy their ability, if everso
strong, to pay promptiy their debts. The statement found in juvenile
histories of the revolution of 1776, that an advocate of the union of the
states at that time, by an example probably borrowed from an earlier day,
iliustrated the importance of such a union by msl:in%l one of the oppon-
ents of that measure to break a bundle of 13 sticks when taken together,
and when this was found impossible, showing him how easily the whole
could be broken when separated, and the force applied to each distinct-
ly, is a fuir illustration of the fact that if a company with ever so many
hundreds of thousands or millions, is to be able to respond to claims
from any place within the wide domain of this broad land, its assets
must notbe segregated, but be under its own perfect and immediate
control.

It would appear that any state which demands a deposit of any part of
the assets of & company, as a pre-requisite to its right to transact busi-
ness within its borders, should perpetrate another but a shrewder ab-
surdity by stipulating as an additional pre-requieite, that it should make
such a deposit nowhere else. .

It gmy be be asked in what other way can property-holders be pro-
tected,

While denying that the deposit system furnishes protection, the com-
mitiee say, that even if it did accomplish the purpose to any serviceable
extent it would still be unnecessary. The extended and thorough state-
ments required annually from the companies, and the right of personal
examination judiciously exercised, places the question of soundness, or
the reverse, entirely within the control and knowledge of the gentlemen
who occupy the places filled by the members of this convention.

Ifany proof of the sufficiency of this is desired it may be found in a
careful comparison of the statements which presented the actual condi-
tion of the companies admitted to this state in 1860, and the statements
of the same companies for the year 1870.

The development of strength there shown is owing mainly to the sys-
tem of complete annual statements, and the right of personal verification
of the truth of these statements by an actual handling of the securities,
and investigation of the facts by the superintendents of the New York and
of other states insurance departments. -
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Fourth. The committee desire further, to call the attention of this body to
the propriety of requiring, in all the states, that some one individual shall be
appointed by each by the companies, respectively, to receive notice, as attorney

_or agent, of suits instituted,

It is easy to find men of character, and widely known, who can be selected
to occupy this im?rtant place. In many of the states, this wise provision is
already adopted; but in others, it is required that each agent shall be gualified
to accept service of process. It may well be doubted if the attorney or agent
appointed by a company for this purpose, should, in any case, be one who holds
at the same time authority to act as an agent for the transaction of its business
of insurance. It is much easier to find a man xaliﬁed to attend to this duty,
than to find one with the peculiar knowledge which qualifies him to take the
place of attorney.

Again, it sometimes happens that the agent himself is involved in the trans-
action which lies at the base of the suit; and instances have been known where
information that he had received notice of the institution of a suit, has been
withheld by the agent until after, by defanlt, a judgment had been entered
against the company.

Within 2 month past, and after years of endeavor and & large expense, a
judgment was annulled and the case sent back for trial upon its merits, in which
the facts were, that a policy, not signed by the company’s agent, had been
issued upon property of a character not contemplated in his appointment, ata
distance frpm the location of the agency, for an amount more than double the
highest limit fixed in his letter of authority, and which was reported to the
company in an ante-dated return after the destruction of the properry by fire,
which policy the agent was immediately instructed by telegraph to take up as
beyon(r his power; but the notice of loss, which fol{owedgit-he return just one
day’s mail, rendered it certain that this instruction would not be complied with :
a case, inwhich the companies'who had no such objections to recognizing and
paying the claim as those stated above, satisfied themselves and the claimaut,
that it had been exag‘gentedby at least one-half of the amount sworn to as the
loss, and who, therefore, compromised with the claimant by the payment of
one-half of the sum demanded of them. In such a case, the agent, being also
the attorney under the law of the state, received notice of suit; at a time when
a pew and amended proof of loss was promised to, and was supposed to be in
course of preparation, by the company, allowed the company to await such
notice of the Inshtution of the suit as was given when the demand was made
for payment of a judgment obtained through defanlt.

One such instance ought to be enough to induce reflecting state officers to be
p;:gared to prevent its recurrence, by a modification of any law under which
such a wrong could be inflicted.

Fifth. The committee regard the subject of re-insurance as one well worthy
the attention of the convention. .

The question, What amount is required to re-insure running risks? " is
one which has often been asked by officers of insurance companies, with relation .
to the business of the company with which they were connected, and it has teo
often been answered with more regard to the necessities of the position of the
?:cmpany than to any careful consideration, or statistical exammation, of the

143

In reports made to the New Yotk Insurance Department, before the adoption
of 8 uniform standard, in answer to the requirement to state the “amount
fcc\xured to re-insure outstanding risks,” the replies were such amounts respect-
ively as when turned into a percentage of the annual receipts for premivas,
varied from twenty-eight per cent, to eighty per cent. of these.

When the states have undertaken to Ex an arbitrary percentage upon running
premiums, as the minimum necessary for re-insurance, they have varied greatly
in the ratic assumed.” Massachusetts has, for many years, followed the practice
of regarding one hundred per cent. of the amount of premiums recetved on
unexpired policies as unearned—in other words, that no portion of any premium
received was earned, until the risk for which it was paid had terminated by the
expuration of the policy.
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New York established for a time, the rule that forty per cent. of the amount
of the running premiums should be regarded as unearned. The later requisi-
tion in this state (New York) provides, that ﬁprer cent. of premiums received
on risks tcrminating within one year from the date of calculation, and & pro-ratz
proportion of these having longer than one year to run, shall, as a minimum.
sum, be charged as unearned; while the legislation upon this subject requires,
that as rapidly as the success of a company will permit, the whole amounts
received for premium on unexpired policies shall be charged as being unearned.
In other of the states, no regard is required to be had as to whether premiums
received are earmed or otherwise, and dividends may be declared without re- °
§er}\:in§ any sum whatever as an equivalent for the unearned portion of premioms
in hand.

While it i past %l:estion that the Massachusetts practice is the most safe and
congervative for the companies, as well as for their customers, and that
the more rigidly any company adheres to the rule—whether constrained thereto
by law or not—the stron and more trustwortby it will become, still, it
must be admitted that it will tend greatly to ent the formation of companies
if they are debarred from making divideads until an rccumulation has been
secured equal to the entire srusning premiums.

The New York rule, which authorizes the division of en amount about equal
to the interest received upon the capital and assets, is probably better adapted
to the interests of the di.grent states than a more rigid one would be,

The section of the New York General Insurance Law referring fo re-insur-
ance in connection with dividends, is as follows °

“ SECTION 12,~=It shall not be lawful for any fire insurance company to
‘moke eny dividend, except from the surplus profits arising from their busi-
“ness; and, in estimating such profits, there shall be reserved therefrom a sum
“equal to ‘the whole amount of premiums on unexpired risks and policies,
“which aze hereby declered to be unearned premivms. ¢ 08

“ Provided, always, that any company may declare dividends not exceeding ten
“ per cent. on its capital stock, in any one year, that shall have accumulated
“and be in possession of a fand, in addition to the amount of its capital stock,
‘tand of such dividend, and al! actual outstanding liabilities, equal to one-hatf
“of the amount of all i,pzemiur.:us on risks not terminated at the time of making
*4 such dividend.” e & s

It is desirable that some common rulé should be adopted for estimating this
liability of the companies in the annnal returns to the different state depart-
ments, and it cannot fail to be a difficult question to determine what that rute
shall be, That a fand ample for re-insurance is as clearly a liability as isa loss

_ sustained under a r:licy of insurance, needs no argument.

The fact that, whenever a company fails in business, the first object of the
receiver is to rid it of further liability by canceling its policies, and paying back
such portions of the premiuras as is equivalent to the unexpired term of the

qlici?s, tir by paying some other company for gssuming the hazards, shows

s clearly,

In the e¥fon to establish an uniform rale respecting re-insurance, it will be
pecessary Lo consider such periods as the present. when the ruling rates are so
low that if, as the result of an unusual conflagration, or of returning sense on
the part of erratic officers of insurence companies, rates should be placed ata
proper standard, it wonld be fmpossible to re-insure at anything nearly so low
asa raéa proportion, for the unexpired time, of the premiums received.
Besides, the rates charged by different companies differ materially, and as a
ruile, the weaker a company is, the lower are its charges for insuring.

Sixth, While the committee feel more interest in your conclusions respecting
the living, than with to the dying or. the dead, the effect of anything
which causes loss to 50 icy holders discourages others from protecting them-
selves by insuring, and therefore it is that we state a truth which has been
proved so often as to require no present effort to establish it.

This truth is, that if it is found that an insurance company is, from any
cause other than the fraud of 1ts board of directors, in a state in which disso-
Tition may he apprehended, and it appears clear thatto die decently it must
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die promptly, the very best parties to conduct the funeral ceremonies and close
up the nlﬁ.irs of the deceased, are the directors of the company.

By their aid and under their direction a company’s affairs will be closed in
one-quarter of the time and at one-quarter of the expense which will be incur-
red, if any other than a party in interest supervises, and an experi in the busi.
ness of insurance is employed for this Pu?ose.

Seventh. Still another matter which, if due regard is had to the interest of
the community seeking insurance, should occupy the attention of the members
of this convention, both here and within their own states, is that of the
enormons practical untruths stated to property owners in the public advertise-
ments and circulars of insurance companies, by announcing frequently only the
amount of their assets, and sometimes calling this all capital,

Sometimes 2 modest amount of claims against these assets is admitted, as
losses unsettled or dividends umpaid ; but it is rare, fndeed, that any mention is
made of the amount of unearned 'Eremiums. or of perpetual premiuvms, or of
liability, under any other kind of obligation, ,

Ilustrations of the gross deception commonly contained in such announce-
ments could readily be given, but whether the amounts presented instances
where hundreds ofy thousands of dollars, or of indefinite millions of dollars of
assets were claimed, the use of such illustrations would be regarded as
invidious, and it is therefore omitted. Beside this, the business of the con-
vention is rather with regard to general principles than to isolated cases, and it
appeafs to the committee that the interests of the public demand that by some
legal regulation cor:‘panies be required to present to the public not only rothing
that is untroe, but also all that is true respecting their eondition,

A company does not grow stronger by the mere accuraulation of funds which
belong and must ultimately be paid to its creditors. Nor is a company pos-
sessef of many millions of assets but which owes for claims incurred and for
obligations assumed three-fourths or nine-tenths of the whole amount, so strong
as i5 & company with far fewer assets, of which but one.quarter may b4
demanded b_y any one except its own stockholders, even if the concern should
close its affairs and retire from business at once. .

This subject may be one of little importance with regard to life insurance
commpanies; but with regard to fire insurance companies, the liability to excessive
losses requirinE fifty per cent. or more of all a company holds, makes it of vital
importance to know what claims or kabilities exist on responsibilities of every
character assaumed by & company transacting fire insurance, a3 a part or the
whole of its business. !

Eightk. The last suggestion with which the committee will ventare to occupy
the time of the convention is this: that its members make themselves inti-
mately acquainted with the manner in which the companies under their charge
meet demands made upon them by the holders of their policies of insurance.

A vulgar and an unjust prejudice exists among the uninformed, and among
some who ought to be better informed, and such upon this subject are ready to
believe, that it is habitual with insurance companies to adjust their losses with-
out regard to what may be the actual loss sustained under their policy, but so
as to secure the payment of the lowest sum possible, even if it be less than the
amount which should justly be paid ; and further, that the companies are ready
to appeal to the courts at every fragment of en opportunity. at alf of the
companies, in all parts of the country, are afoeays ready to meet such claims
with a menly recognition of the truth—that to sustain losses is an important
part of their business—and to pay them justly and with cheerful promﬁﬁtude.
)s not asserted ; but it is asserted and can be proved ihat taken as a whole no
business is conducted with greater fairness and justice than that of fire insurance
in this country. It is agserted, and can be established, that where the com.-
panies pay one dollar less than is fairly due, they pay one hundred in excess of -
what should justly have been paid,

In the case of a single company of this ¢ity, whose tecords are more complete
in this regard and nearer at hmr{ than any other, it is found that while sustain-
ing through a series of years over 4000 consecutive losses, it has paid for them
in cash 4 sum exceeding $2,500.000; and that out of this entire number but 11
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have ever been in suit, and less than $10,000 has been paid under the decisions
of the courts,

This is not referred to as an exceptional case, The experience of a large
majority of the companies represented in the New-Vork Board of Underwriters
will not differ materially from this, and this essentially will be found to be the
resgit with a large proportion of the companies of the country.

The companies pay claims too often when they should resist them, But for
their sense of obligation to the honest property-holders, they would resist them
still less frequently. The convictions for incendiarism about the country prove
that the crime of arson is perpetrated with sad frequency ; and yet it sometimes
happens, as during the last session of the New-York Legisleture, that members
of such bodies, because they are ill-informed or prejudiced or venal, introduce
bills respecting the business of insurance, which are calculated only to foster
¢rime and to g;ejudioe the best interests of honest citizens. As has been in this
paper before hinted at, it is the business of any community to make the hazard
of msurinE its property-holders as great as they please, or as little as they can,
and it is the business of the insurance companies to take these hazards as they
are made for them, and to charge premiums according to the facts. As a rule
the greater the hazards of any business which is not sbsolutely and necessar-
ily ruinous, the greater the profits of those engnged iz it ; and consequently the
duties of the officers of insurance companies are discharped, when they have
2s iood citizens called the attention of the property-holders to all attempts at
such monstrous legislation as may be brought to their knowledge.

The object of thas sixth and last suggestion is that you, gentlemen of this
convention, shall so thorounghly understand the action of the comgpanies end the
proprieties of the case, as yourselves to resist all such attempts to secure the
triumph of wrong.

The committee close this hurriedly prepared paper with the distinct recog-
nition of the truth, that the primary duty of the members of this convention is
to the public. They are however fully assured, that whatever is really adapted
to promote the public good will be to the advantage of every well-conducted fire
insurance company, and they feel a confidence that as the result of this conven-
tion, which had its origin enlirely outside of the insurance companies, all such
companies will be benefited just in the protgnorﬁon that the public are more safely
insnred through the intelligent action of this convention.

(Signed,) Gro. T. Horg,

President Continental Inruvance Co.
CARLISLE NORWOOD,

President Loritlavd Intuvancs Co.
GEORGE W. SAVAGE,

President International Inrurance Co.
HEeNRY A. OAKLEY,

Vice-Preriden ¢ Howard Insurance Co.

R, W. BLERCKER,
Praesident Novik American Fire Ins, Co.

E. A. WaLToN,
Secretary Citisons Insxrance Co,

On motion of Mr. BREESE, the communication was referred to the appro-
priate comuniltee. ]

The President of the National Board of Fire Underwriters announced that
the board would present its report to-morrow morning.

The PRESIDENT announced thatthe communication from the Chamber of
Commerce, which was expected to-day, would be presented to morrow.

On motion of Mr. W. }E.CHAWEY, a recess of fifteen minutes was taken to
allow the commities on Order of Business to report,

The convention re-convened, after the recess, at a quarier to three o'clock.

The PRESIDENT—Is the committee ready to report .

Mr. PAINE—The committee have taken into consideration the various com-
munications and remarks that were made to them from the gentlemen who have
volunteered, outside of our number, and we gave this matter, last eyening, a
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very thorough examination. The reason we did not report this morning was,

- that we proposed last evening to delay doing so until these communications were

handed in to us, because we thought that they might, as they did, introduce
other subjects on the list. From preparations thus made, snd from the
consultations we have had during the few past minutes, we have decided upon
the following .

Torics oF DiscussioN:

1. Preparation of blanks for company returns, -

2. Assets and investments,

. Rate of mortality; rate of interest for the calculation of premiums and net’
uation, and surrender charge or value of life policies; re-insurance liability
on fire and marine policies ; uniform designation of different kinds of policies,

4. Taxation, deposits, fees, :

. Dividends, expenses, appointment of attorneys.
. Miscellaneous questions.
i‘l‘he P;E'smmr'p— ou have heard the report of the committee; what is your
pleasure

Mr. CaLDWELL~—I move that the reﬁoﬂ be received, and that the chair
appoint the proper committees to which the several topics shall be referred.

Kdr. PaiNE—Committees of three, we proposed.

Mr. CALDWELL—Yes, committees of three.

Mr. SKeELS—Before the question is put in that form, the report should be
accepted and adopted. The convention has not yet adopted that report—has
not yet signified its agprov:lof their proceedings. Not that I myself have
any objections in the least. I would like to inquire of the chairman of the
committee whether—I did not understand distinctly, there was so much noise
in the street at the time,—~whether the committee, to which is to be referred
the blank forms of annual statements, is to be charged with making a form,—
agreeing and reporting upon a form which shall include both fire and life, or
not. Or whether there are to be two committees, one having in charge the
fire, and the other the lite. ‘

Mr, PAINE—T] have said that it is for all,—~fire, life and marine,~—all under
one head. We regarded this thing a little differently from what we would
if it had been esny other different body of men. The insnrance commis.
sioners are supposed to be persons who are familiar with all four subjects,
life, fire, marine, and accident. These subjects naturally run into each other.
Therefore, we thought it more appropriate that they should be all under one
committee. The whole subject of blank forms is all under one committee,

Mr. CALDWELL—In answer to the objection of Mr, Skeels, I would sey that
mydmotion is that the report should be adopted and the committees appointed
under it. .

The question was then put, on the motion of Mr. Caldwell, and carried,

The PrESIDENT—Having acted with this committee, sad knowing the result
of their report before coming in after the recess, I took occasion to make up the
committees under the report, assuming that it would be adopted. Thereiore 1
am prepared now to appoint the committees,

e president then appointed the following

COMMITTEES :

CoMMi1TTEE No. 1—Messrs. Kelsey, Row and Harvey.

CoMMITTEE No. 2—Messrs. Paine, Woolford and Webh.

CoMMITTEE NO, 3—Messrs. Smith, Brinkerhoff and Pillsbury.

CoMMITTEE NoO. §~-Messrs. Breese, Spencer and Caldwell,

CoMMITTEE NoO. 5—Messrs. King, Noyes and Atchison.

CoMMITTEE No, 6—Messrs, Skeels, McGill and Forster,

The PRESIDENT said—The first-named gentleman on each committee will act
as chairman, unless the committee otherwise determine,

Mr. KELSEY—] move, in order that the convention may not be deprived of
the valuable services of the president of this convention, that he be added, er
gfficio, to all these committees.
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The SECRETARY put the motion to the convention, and it wes carried,

The PrEsiDENT—Gentlemen, I thank yon very much for your consideration,
and only wish T deserve it better, and that I could be in diflerent places at the
same time and thus perform more work than [ am now capable of doing. Such
services as I am able to render I shall be glad to render. .

Mr. HarveEY: I would suggest that, before the convention adjonrn, the
chairman of each of the committees appoint the time of meeting of their respec.
tive committees, in order that they may get to work as early as %ossible.

Mr. CaLowrLL—] would suggest that the secretary f!lrnis the chairman
of each committee a list of the members of his committee and of the subject
entrusted to their care. ' :

The President directed the secretary to do so.

The PRESIDENT-—I have a communication from Ir. Bewley, of the Universal
Life Insurance Company, which I would suggest be handed to the committee
on valgations, [ am not sure but there may be other communications in the
room for presentation to the comvention from those not members of the con.
venti‘cr»:&. Any communications on subjects connected with insurance, will be
tecen

Mr. KELSEY—I would merely say now, as we are all here together, that the
committee to which I have the honor to belong, would be very glad if the rep-
resentatives of cither of the states present wouid hand to any member of our
committee such reports and papers or blanks as they may now use.

The PRESIDENT—] have in my hote] guite a number of blanks which have
been forwarded in answer to a request, and which I will send to that com-
mittes,

Mr. WooLrorp—I believe we are pretty well through what can be done
now, and I move that we adjourn,

The PRESIDENT—The hour fixed for meeting was eleven in the morning.
That is the only rule adopted in regard to the time of the session. I suppose
it is perfectly proper, however, to have an extra session at the option of the
convention.

The President announced, es the result of consultation with the chairmen ot
the committees just appointed, that the committees wonld all hold their first
meetings at seven o’clock this evening at the Fifih Avenue Hotel.

The motion of Mr. Wolford was then adopted, and the convention adjourned

. till 11 A, M. on Friday.



THIRD DAY.

New Yorx, May 26.

The conventinn re.assembled at 11,30 A. M., Superintendent Miller, the
president, in the chair.

Mr. KING moved that the reading of the minutes of yesterday be dispensed
with, and that the convention %meeed atooce to the reception of the commarica.
tions referred to yesterday. Carried, i )

The PRESIDENT—I understand that a committee, appointed by the Chamber
of Commerce, are in attendance, and will now present a commanication,

COMMUNICATION FROM THE CHAMBER OF COMMERCE.

Mr. A. A. Low, chairman of the committee from the Chamber of Commerce,
said : ** The committee appointed by the Chamber of Commerce have embodied
tr‘e‘:d v.ie;v:s which they wish to present to you in a paper, and I am asked to

It

Mr. Low then read the following paper:

The undersigned having been delegated by the Chamber of Commerce
of the state of New York, to appear before the convention which is now
met to consider the subject of ineurance in our own and other states,
would express their gratification that this first meeting has been
initiated Ly a call from the superintendent of the insurance department
of thie state: '

And they would congratulate the convention that it meets under such
favorable auspices.

The cities of New York and Brooklyn have become, in no small
degree, the depositories of the wealth of the whole country, and. the
accumulation—greater aow than ever before—is constantly augmented;
the toil of the farmer, the industry of the mechanic, and the skill of the
manufacturer, all contributing to swell the vast aggregate. Here it is,
also, that the products of other countries, as well as the products of our
own, await distribution. The merchants of this city are the owners or
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custodians of this immense property; and, to a considerable extent,
they are the proprietors of the capital embarked, in various corporate
bodies, for its protection, or the protection of ell who are interested
therein against loes by fire. '

It is essential to the success of our business men that the extent of
protection afforded by the fire insurance companies established here—
whether as principals or by agencies from abroad—should be commen-
surate with the magnitude of the interests involved, or that may be
involved, in loss by fire.

There needs to be a confidence, well assured, in the responsibility of
these institutione; in the ability and integrity of their officers and man-
agers; and in the good judgment of those who are appointed by the
state to supervise and exert a just control over the affairs of the whole
body. And, ingsmuch as the interests of othar cities on the seaboard
are identical with our own, and they mutually bear a like relation to the
smaller communities in Lthe interior—the Chamber of Commerce of New
York, acting as the representative of the one, may be regarded as, in
some measure, the representative of all. Therefore, it seems eminently
proper that thie convention should meet in the commercial metropoiis
of the country, to devise a system of laws, or to harmonize existing
laws of the different states, and to regulate the action of each with
respect to the institutions of every other, so that the re(iuirements of any

- state may not be of a nature to provoke retaliatory legislation, to the
general prejudice of the business of the whole country. It is obvious
that, if there be domiciled in the city of New York an amount of incor-
porated capital adequate to the protection of our citizens, and of all who
are interested in thestores of wealth that are gatbered here, there canbeno
reason to distrust the ability of the same institutions to throw their pro-
tecting shicld over every other section of the country—if. preserved
from the consequences of a devastating fire at home, and not stripped of
their means by un-vise legislation of the states inte which their respec-
tive agencies have been extended.

‘The merchants of this city, in the exercise of an intelligent judgment,
when consclting their own security and that of therr constituents
against perils by fire, have regard to the experience and skill of the men
who are appointed to administer the trusts committed to their care; to
the character of the directors appointed to select such officers; to the
amount of money embarked, and to the results attending its use from
year to year. .

The undersigned believe that, on the part of every weti-appointed and
wisely-administered insurance companry in this city, a rigid scrutiny by
the state superintendent is invited and welcomed, to the end that the
confidence of constituents at home and abroad may be strengthened by
the publication of official statements of the company’s assets, its pre-
miume and ite losses, And the undersigned believe, too, in the wisdom
of that legal requnirement, which demands a deposit of a certain portion
of the capital of any foreign company doing business in the United
States with the treasurer or comptroller of the state where the principal
office or agency of such company is located; and, as in all other cases,
a restriction of the risk to a certain percentage of assets held in this
country.

W}?i?; advocating the enactment of such laws as serve to extend the

utmost security to the assured, the undersigned would not fail to impress
the importance of such legislation as will preserve our insurance com-
panies from the conseguences of fraud and arson on the part of their
customers. For if the nature of the laws is such as to invite deception,
the underwriter will protect himself against the evil-doer by a char,
that covers every added riek; and the increased charge will necessarily
fall on the evil and on the good alike.
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As a preliminary to such suggestions as it is the purpose of the under-
signed to offer for the consideration of your honorable body, permit ns
to say that at the present time there may he found within the walls of a
singl'z building an amount of property valued by millions of dollars, and
that within the compass of one or more blecks in our own and in other
cities of the Union, if & fair estimate were made, these millions would
need to Le multiplied several times.

Within the memory of many of our merchants still in active business,
single fires in this city, in Brooklyn, in Albany and Troy, have destrayed
property varying from $i;,oco,ooo to $17,000,000 respectively. The cit
of Portiand, in Maine, lost by one fire, a few years ago, fully ten mil-
lions of dollars; and the consequencer of these and other destructive
conflagrations, which it is needless to refer to more particularly, are”
known to have been the entire annihilation of certain institutions whoee
whole capital had been put at stake in the wide area of territory overrun
by the devouring element.

It is safe to say that if, in our day, a fire should break out and extend
over a similar extent of territory as before, in either of the cities referred
to, the destruction would be twolold what it was, because of the increased
size and value of modern buildings and the increased costliness of their
cantents. Against such a widespread devastation in our own and the
neighboring city, it is to be remarked, however, that we are rendered
comparatively secure by the excellence of our fire brigade, by the effici-
ency of our steam engines, and by the occasional interposition of fire-
proof buildings,

On the other hand, our firemen have to cope with increased difficulties
in the length and breadth and great height of modern warehouses, and
in the concentration of 80 much combustible material—while furnaces
and skylights multipl# the dangers that attend the origin, and cause the
extension of fires i our princifpai cities, These considerations lead
directly to a just appreciation of the importance of knowing that our
insurance companies offer adequate protection against the occurrence of
such a widespread calamity as we have seen repeatedly before, in 2 sub-
stantial and sufficient basis of readily convertible means.

In view of the possibility and of the consequence of so0 unwelcome a
visitation, this community regards, with undisguised satisfaction, the
establishment of an insurance bureau in e¢ach of the states, to which
fire companies, incorporated by other states, shall be made to report
periodically, as in our own. There is great propriety in requiring ample,
minute statements to be rendered, and in having them verified by a
competent officer, whose duty it shall be to examine agsets and liabilities,
and to report the same annually, or as often as circumstances may
demand.

Such examinations and reports, if properly made and verified, cannot
fail to give the greatest attainable security to policyholders, and to ren-
der unnecessary the deposit by the comprnies of any partion of their
capital, in or out of the stutes under whose laws they are respectively
incorporated.

The utmost that should be required of any company doing business
through an agency in a state other than' that of its origin, would be the
investment of a portion of its funde in the bonds or securities of the
state where the business is to be transacted; but it is difficult to discern
how such a requirement, in many cases, would tend to strengthen the
security of the company, and thus benefit the policybolder.

It is sufficiently plain that if & deposit is to be made in every state
where an agency is established, the amount of such deposit, to be of zny
practical value, must correspond with the greater or lesser magnitude of
Lthe business transacted, and a minimum sum would seem to he $50,000,
If such a deposit is needed in one state, it is equally needed in another,
and in all. If the capital of our largest companies were divided in this
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way, between forty states of the Union, more or less-—the amount availa-
ble anywhere for the payment of a series of losses might be utterly insuff-
cient; and the bankruptcy qf the company be the untoward and unnec-
egsary result. For, if the property of any compeny is required as secur-
ity for policies fssued by an agentin any one state, the head of the insur-
ance department of that state would not be warranted in parting with it
to discharge liabilities in another state, till every policy in his own had
expired or been cancelled; and, in the meantime, the delay would be as
prejudicial to the sufferer by fire, as it would be damaging to the insur-
ance company.

In view ofythese things, it would seem to be well to guard against
the consequences of such disasters as hitherto have repeatedly befallen
our institutions, and to arrest such an alienation or dispersion of
the assete of a company as existing laws render necessary, when
mgencies_are extended to meet the wants of our outlying cities and
towns. Many of these are without the needed capital to protect them-
selves, and look to the seaboard for the protection they require.

It seems evident that such deposits must cease altogether, or extend
indefinitely to meet a constant increase of requisition.

In self-defence, state will compete with state in protecting, by this
means, ile own citizens, until the companies which, in their zeal for
increased business, are Ied beyond the point of safety, will cease to be
the safe reliance they once were. :

Gltimately, claims resulting from some extraordinary loss might be
paid, but it is to be remembered that policies, in states holding deposits,
must expire or be cancelled before these deposits would be available for
use in another state; and that a long time would elapse before the state
authorities would be satisfied of the termination of outsianding claims.
Meanwhile, the sufferer by some great conflagration, holding policies in
many other companies, whose assets have been stmilarly diverted from
their proper uee, would find little consolation in knowing that perfectly
solvent institutions owed him money, which they would pay if they had
control of their own resources, but wanting this, could not.

The path of security seems to be in the very oppoeite direction; in
prohibiting the transaction of any business by any company in any state
where the funds of such company are locked up in other states, or where
any portion of its assets is s0 locked up, exceeding 20 per cent of its net
posseesions ; the more especially as all the assets of a company are within
reach of the United States courts in the event of a toss. .

There is scarcely a city in the Union, of any magnitude, where this
dispersion of assets under state laws is not worthy of the gravest consid-
eration. There exists no greater fallacy, in the judgement of this com-
tnittee, than the belief, on the part of any community, thatits interests
are promoted by such a system of deposits. :

The undersigned would further invite attention to another peint, viz. :
During the last session of the legislature of this etate, several bills
were introduced defining, as it appeared to the underwriters, most dan-
gerously, in what manner losses should be paid, fixing the value of the
property insured at the sum named in the policy, and compelling the
companies to pay that amount unless the{ could show that the loss was
not so great. One of the objections to this departure from the usage so
long eanctioned by experience, has before been adverted to, viz. : the in-
creased charge of premiums to which it would lead.

The Chamber of Commerce thought proper to remonstrate most
earnestly against such a law, and a copy of their memorial is hereto ap-
pended for the use of this convention.

And the undersigned respectfully urge that your honorable body will
carefully consider the matters which have thus been brought to your
notice, to the end that not only the merchants of this city, but of every
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city, in case of loss by fire, may realize the full value of every policy of
insurance they may hold, and, on the other hand, that our insurance
companies may be protected against unjust or fraudulent claime.
Respectiuily submittcd,
{Siguned,)

A. A. Low,
ONA STURGES,
B. CHITTENDEN,
Moxrris K. Jesup,
Joun TavLor JouNsTON,
Committce.
NEw YoRk, May 24, 1871,

To the Honorabdle the Legislature of the State of New York, in Seunate
and Assembly convened :

Mauy it please your honorable bodies!

The Chamber of Commerce of the state of New Yuork respectfully
but earnestly remonstrates against the asuﬁe of Assembly bills Nos.
654 and 625, and against any and all other bills containing provisions
of & kindred character. Both. of these bills contain such provisions re-
specting the adf'ustment of losses by fire insurance companies as will,
if they become legal enactments, tend to increase the crime of arson, to
encourage the perpetration of frauds, to enhance greatly and improp-
erly the amounts of losses to be paid by insurance companies, and
lead not only to a degradation of public morals, but also to an increase
of the burdens of honest citizens by involving their property more
frequently in destruction by fires caused by incendiaries, and by
making it necessary to pay such greatly increased rates of premium
for insurance as will be required, under such. circumstances, to pay
the increased losees One of these bills provides also for the de-
posits by insurance companies of other states of the union of the sum
of $100,000 a& a pre-requisite to the privilege of pursuing th= business
of fire insurance in this state. The insignificance of the sum, in view of
the losses which insurance companies are liable to sustain in any con-
siderable city in the state, and the fact that all of the assets of any such
company are within reach of the courts of the country, render such de-
posits practically valueless for' protection. The supervision and eontrol
over such companies exercised in accordance with the provisions of
existing laws, by the superintendent of the insurance deparment, in-
cluding the right of ascertaining the correctness of the ample annuzl
reporis made by the companies to the department, by e personal and
thorough examination of their assets and liabilities by the superintend-
ent renders any such deposits entirely useless, In addition to this, the
existence, in many states, of what are known as reciprocal laws will,
if thin measure becomes a law, make it necessary for our own companies,
if they continue their business in such states, to deposit an equal
amount in each.

The effect of such a locking-up of assets would make insurance gom-
panies unreliable in exact proportion Lo the degree to which their nssets
were thus specifically pledged. The interest of the citizens of the whole *
country, and especially of those whose property is in cities or towns suf-
ficiently large to furnish materials for an extensive loss of property by
fire, is adverse to all such legislation. A loss of property by fire causes
an urgent need on the part of the loser, which canoniy be met by prompt
action and prompt payment on the part of the insurance companies; a
course which, in the event of such conflagrations as have repeatedly oc-
curred in this and in other cities of this and of other states, would be
rendered impossible by such a hy&othecation of their assets. Under the
provisions of the bill referred to, the exieting policies must all have ter-
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minated in due course of expiraiion, or by cancellation, and not less than
si¥ months in addition to this indefinite period must also elapse before
the deposits are released.

In view of the wrong which may e done to the insured by such special
pledging of its securities by an insurance company, it is important to
consider whether, by legal enactment, companies which have any con-
siderable portion of their property so pledged should not be debarred
frown transacting business in this state.

The Chamber urges that no such laws should be enacted by the state
of New York, which should be foremost in legislation with regard to the
important business of insurance, of the broadest and most enlightened
character, securing at once the most ample and certain officialknowledge
respecting the insurance companies, and leaving them in condition to
respond promptly to all just claims, however extensive.

Dated NEW YORK, Aprii 10, 1871,

Upon the conclusion of his paper, Mr. Low said: Mr. President, perhaps
the argument which the coramittee of the Chamber of Commerce has presented
might have been extended to the life insurance companies; if so, you well ap-

reciate the fact. But there is a distinction. Our fire insurance companies are

rgely incorporated companies, and existing through capital owned by the mer.
chants of our city. Our life insurance companies are, to a great extent, mutual
compaonies, under the control of their policy holders and, of course, their
interests do not affect the interests of the commercial community as the fire
companies do. Beyond that, life companies are not subject to those vast and
devastating calamities to which fire companies are liable and by which they may
be broken up in 2 day, or a night, and the safegeards which seem necessary in
the one case do not seem 5o necessary in the other. For that reason, the com-
mittee have confined their remarks to the fire companies, leaving you to extend
them to the life companies if you see fit, The memoriat which was sent to the
Legislature of New York, and which is mentioned in this comtunication, is ap-
pended. It seems to the committee hardly worth while to read it, butitis left
in the hands of the convention to be consulted, if they see rom do s0.

On motion of Mr. Brinkerhoff, the communication from 5:;-. ber of Com-
merce was referred to the appropriate committee.

Mr. Row—I understand that the Hon. William Barnes, formerly superin-
tendent of the insurance department of this state, is in the cily, and, in consider-
ation of his eminent services to the insurance world, I move that he be invited
to a seat with us as an honorary member,

Mr. HARVEY affered, as a substitute for the motion of Mr. Row, the following
resolution: That all ex-commissioners and superintendents of insurance be
invited to be present, as hoporary members of this convention; and that all
actuaries and experts in the business of life and fire insurance, be invited to ap-
aar_ﬁfore the various committees of the convention, and give their views.

ITied. L)

The PRESIBENT—I am informed that the National Board of Underwriters are
Eirepa}?d alzlo'subm:it a communication to the convention by & committee, of which

t. Heald is .

COMMUNICATION FROM THE NATIONAL BOARD oF FIRE UNDERWRITERS.

Mr. HEALD, from the committee of the National Board of Underwriters,
read the following communication :

Mr. PRESIDENT AND GENTLEMEN--We appear before you at this time as
the representatives of the National Board of Fire Underwriters, pursuant to a
resolution adopted by that board et {ts recent annual meeting in this city. The
resolution is as follows:

% Resolped, That the interests of the public require uniform, clear aud con.
cise reports of the condition of all the fire insurance companies in the countey,
and that this board respectfully requests the gentlemen having charge of the
departments in the various states to exert their influence in bninging into use

.
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@ uniform blank for reports; and that a commiitee of five be appointed to

present the views of this board to the convention of insurance superintendents,

to be held in this city in the coming month, and to urge npon said convention

ttie impo,rtance of uniformity, both in forms of reports and legislation relating
ereto.”

‘We appear before you with the greater pleasure and confidence, because we
believe you have already expericnced some of the difficulties nnder which we
lebor, and because we know that some of you, where forms are not prescribed
by statutory enactments, have done and are now doing all in your power to re-
move the objectionable features in your blanks of which we complain, It
surely is needless for us to urge upon you the importance of such yearly state.
ments from the fire companies as shall best present to the practical under
standing of the public the true and actual condition of*the companies, while the
aggregate experience of the many shall give to each the data from which to de-
duce the great laws that underlie the business of underwriting. To unite these
two qualities, without rendering the annual statements too unwieldy and prolix
foa general popular use, as you are aware, has proved no easy task. The
present condition of statistical information on fire insurance has been the result
of the past quarter of a century, and, imperfect s it is, has been found of incal-
culable. benefit to the practical underwriter. Its progress, like all other
sciences, has been slow, but it has already outrun any similar aggregation of
fire statistics in the Old World, and challenged admiration and imitation, The
importance which the public mind attaches to this class of information is wit-
nessed by your presence here to-day, representing as you do the public senti-
ment of the most wealthy and populous states of the union. The public
mind is thoroughly awakened to the importance and value of aggregated
exg:rienoes in all the avenues of business, as well as in those relations
of life where the great law of average bas long since been recognized to exist.
Though the fire interests have as yet no well-tried tables of mortality like the
life business, we believe the time is not far distant when we shall be in posses-
sion, through your efforts and skillful aggregation of our individual experi-
<nces, of tables and demonstrations of the great laws.of our business as certain
and relinble for the practical and we trust profitable administration of our
business, as the Carlisle or any other tables have been found for the guidance
of the great life interests of this and other lands. We do not take it upon our-
selves unsolicited to enter upon the mode in which this great end is to be ac.
complished, nor do we assume to point{ out details or recommend for yoar
adoption the peculisr form of statement adopted by any of the states. The
P e of the National Board will be answered i¥ we succeed in effectively
calling your atieation to some of the more important items of these annual
exhijbits, and securing a greater if not perfect uniformity in the blanks we are
called upon from year to year to use in* giving to the state and the public that
information which they are entitled to receive, and which it should always be
the pleasure of every sound and reliable company to give. -

1, Itisall imtEorta.nt that these statements should be made at one given time,
at the close of the fiscal year, that they should be made from actual realized
results, and not from mere estimates of any portion of the year's business.
To this end sufficieat time should be allowed to enable all of the results, even
to the last hour of the fiscal year to be obtained and embodied in the state-
ment. Ordinarily this may be done by the 2oth of January, by American com-

anjes, and, if the forms of report to all the states wereme, no difficulty would
experienced by the aid of the printing press in having the same filed by the
last day of the month as is now required by most of the states. When actual
results of the year's business are reported instead of at least one-twelfth part
of the e_nhr;u{ear by estimate, your information of the real condition of the
companies be far more accurate; the large balances in the hands of agents
will be reduced to more reasonable limits in many cases, and your generaliza-
tions from details will be of infinitely more value to us and the insuring public.

2. .The statemeat should be in all ‘the states, as it now is in most of them, in
the form of a balance, showing first the actusl cash assets and actual and con-
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tingent liabilities; and o balance showing actual income and expenditures.
The latter will be com ively free from diffculties, and is usually the same
or essentially so in all the blanks,

The mode of ascertaining the actual cash assets and the Habilities will doubt-
less be found no easy problem, and when such form shall have been fixed upon,
the certainty of obmﬂm the truth is by no means as preat as we could wish it
to be, though we are to be able to say that instances of evident falsehood
in statements of late have not been as numerous as in former years, The esti-
mate of unpaid losses can be verified only by comparison with the amounts
actually paid, as is made to appear by the next annual statement. The great
unsolved, and, in the preseat cendition of statistics, unsolvable problem, is the
true and neeessn? amotnt to be retained as a re-insurance fund, On this

ini there is, perhaps, a ¥reater diversity of opinion than there is or can be of

ct. It is but fair that you should officially assume a general course of trade—
a uniform condition of the business—that all prudently-managed companies will
hold nearly an identical course, and that the average of one will be the average
of another; this certainly is true of companies having actual capital and pru-
dently managed-—not that there is an act 1al average figure well defined and in.
variable even amo:f the best ascompared one with another, but a near approsch
to an sve.ra.?, fixed enough to enable us to determine the actual condition—re.
liable eaough to enable you to detect and point out any unsonndness in the
m’TEanc{ or falsity in the statement,

e different percentages shown by the different companies, present some
curious fegtures oftentimes, and the ﬁglsres are so widely apart as to attract the
attention of ever the uninitieted. The last annual report to the insurance depart-
ment of this state shows that percentage to be as low as 19 per cent. and as
high as 65 per cent. of the net cash lprelmums of the year, while the average of
alFis a trifle over 50 per cent., including inland and marine premiums. The
object of thus eomga.ring the unearned liability with the net premiums of the
year should be to detect any divergencies in giving the amount of premiums
on unexpired risks on which the petcentage of liability is calculated.
If, from general experience, it be found that fifty per cent, of the net cash

remiums of the year will be required for re-insurance, you have a rule, imper-
?ect though it be, by which to equare the more extreme of the lower averages
of unearned liability. It is not contended that there may not be exceptions to
such a figure; but when it is considered that this figure is the average of the
extremes, it will doubtless be regarded as quite equitable.

There is no point, perhaps, in the yearly statements, about which so much
confusion is produced in the public mind as that of the net surplus of the
eompanies,

fl‘g?:ihas been increased by the different standards of estimating the un-
¢arned liability adopted by the different states. For instance: the same com-

any is made to report this Nability by the blanks in use at $1,166,883.60 to

ew.York, $1,313,587.80 to Ohio, and $1,050,870.32 to Illinois—thus making
its net surplus to appear in these States respectively $11,458.71, $564,751.41,
and $827,468.99; while across the river, in Towa, the last named is shrunk to
$652,123.99 Ly the deduction of deposits in other states; and on the east, in
Ingima, it is augmented to $1,878,330.35. A comparison of these figures,
without the questions to which they are responsive, is well caleulated to
impair confidence in their truth in the minds of those unfamiliar with the re-
quirernents of the blanks. This example is but one of a bundred that might
be given. We are required to answer without erasure of word or comma, and
the result is as above. If we give ore answer to all the states, we are made to
state that which is substantially true, but by your forms technically false, This
is another strong argument for the ndortion of at least an uniform percentage
on the actus] running premiums for all the states. To the adoption of some
fair and uniform standerd we do most earnestly urge this convention in behalf
of the over-perplexed underwriters of the country. .

3. We think we are safe in saying that any form now in use, however ohjec-
tionable and unnecessary some of their requirements may be, would be prefer-
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sble to this worse than “confuson confounded” and the enormous labor
required to answer conscientiously and truthfully questions so diversc as these
now are, which are yearly put to us by at least thirty states in the union.

4. The gentlemen of this convention, we are E:ite sure will bear with us, if
we suggest to them that it is in their power to fix upon a uniform blank either
by the exercise of the discretion given them by their states or by legitimate
influence in procuﬁn%the repeal of such statutory enactments as bind them, and
as to requirements which are worthless to them and onerous upon us.

We have confined our suggestions to the subject committed to us by the
board we represent, leaving to others to present ol:f:cr subjects of commeon inter-
est to underwriters generally, as was very ably done yesterday by the committee
of the New York Board.

In conclvsion. permit us to say that in our judgment, no underwriter, worthy
" of the name, will ever be found complaining of the strictures of your enquiries,
of their searching character, or of your fidelity in demanding truthful informa-
tion for your departments and the public. We desire that the forms employed
should be uniform throughout, and such as to give the p nblic, with which we
have to do, such information and facts in regard to our business, as shall enuble
it to judge of the soundness of the companies we severally represent, and at
the same time protect itself against the esigln)inia.tﬁi unworthy.

EALD, ) .
GEo. L. CHasg, § /o Committer.

Mr. SREELS—MTr. President, I offer this resolution

Resolved, That this convention has listened with great pleasure to the able
communication presented by the committees of the New York Chamber of
Commerce, the National Board of Fire Underwriters, the New York Board of
Fire Underwriters, and the special convention of Life Insurance Companies, and
ttht tt!m president be directed to convey to them the thanks of the convention

erefor,

Mr. Breese—I1 have an amendment to offer to that resolution, as follows :

Resobved, That the suggestions embodied in the several papers will receive
the attentive and respectiul consideration of the n{:propﬁnte committees, and
such action on the part of the convention as their relative importance demends.

Mr. SkEELS—] would accept that amendment. Co

The PRESIDENT—It seems to be an independent resolution.

Mr. Catpwert—DBut should Eroperly be connected,

Mr. SKEELS—Very well, let them pass as one resalution.

S The PRESIDENT—It i5 incorporated, then, with the resolution offered by Mr.
keels.

The question was then put on the resolution, as amended, and carried.

Mr. KeLsEY—I now call for the reading of this resolution:

Resofved, That the President, Vice. President and Secretary of this convention
be authorized and requested to act as an executive committee in bebalf of the
delegates, to receive and suitably dispose of all invitations of a social character,
from private persons, municipal authorities, or officers of corporations, without
submitting the same to vote of the convention, except in cases where the sume
may, in their judgment, seem necessary.

The resolution was adopted.

TAXATION OF LIFE INSURANCE COMPANIEA,

Mr. Harvey offered the following resolution : :

Resolued, That in the practice of dividing its surplus among its policy-holders,
a mutual Jife insurance company should take into consideration the taxes
levied upon premiums by the state in which the policy-holder resides, and that
no deductions for tax expenses should be made from a dividend to a policy-
holder residing in = state which does not charge the compa.n( with a tax upon
its premium receipts ; or, in other words, that no portion'of the taxes levied
upon premiums in one state should be charged to or imposed upon the policy-
holders residing in another state. .

On motion of Mr. HARVEY, ordered to be referred to committee on taxation.
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Mr. SuiTH moved that a coramittee be appointed by the president to inform
ex-state officers of insurance, who are absent, that the convention had formally
passed a resolution inviting them to take seats with the convention as honorary
members.

Which was agreed to.

RThe PRESIDENT appointed as such committee, Messrs, Smith, Wailes, and
ow.

Mr. BRINKERHOFF—Mr, President, I would like to have you announce to
parties who may come in from time {o time, that it i the earnest request of
every delegate that evﬂ& gentleman representing fire or life, or any other
interest, will give us, in the several und appropriate commitiees, all the light
in their power to bestow upon the subject we are to investigate. We come
here to learn the facts in regacd to these several things with which we aze not
acquainted ; and we cannot obtain information in any way other than by invit.
ing and receiving these gentlemen in the committees. .

¢ PRESIDENT—TI state to those who are present, to take means to com
municate with all the actuaries of life companies, the fact that they are respea
fully invited to attend the mectings of the committees, at the Fifth Avenu
Hotel, in the evening, this and othier evenings; and that the committees wil
be in session there to receive facts, suggestions, and to hear arguments.

Mr. SMITH—MTr. President, fet me introduce to you, and to this convention,
our honorary member, the Honorable Elizar Wright.

Mr. WRIGHT was received with alilplause. and spoke as follows: I am happy
to express my thanks for the honor the convention has done me by its invitation
to witness its deliberations, And I think, even at considerable sacrifice, I should
have come, though without en invitation, as a listener. And I am only a
listener now, unless I am invited by either your convention or your committees
to ;fea.k, when I shall be happy to give such information 2s liesin m{ipower.

r. SMITH--I now propose that this convention request the Homnorable
Elizur Wright, at any time that may be convenient to him, 1o address this con-
vention, especially upon the subjects which are referred to the committee of which
I am & member.

The motion was seconded znd agreed to.

ACCIDENT INSURANCE,

Mr. HarveEYy—TI understand that Mr. Batterson is present, and that he has a
communication to make to this convention, If he is, please to present it. I
presume the convention is ready to hear it. ‘

Mr. HARVEY moved that Mr, Batterson, of The Travelers Insurance Co., be
invited to present his communication,

The motion was agreed to.

Mr. BATTERSON came forward and said :

GENTLEMEN OF THE CONVENTION:

1 have been requested to represent the only companies in the country making
a sfecialtgeof insuring against accidental loss of lilgaand personal injuries.

t will u.n:fppnent' and I trust without any argument whatever from me, that
the same uniformity of public supervision in the matter of annual reports end
various other state requirements, should be observed in re to these com-
panies, as may be deemed expedient and necessary for all other branches of the
insurance business. :

The same necessity exists for a correct valuation of policies, and the com.
putation of a sufficient reserve to provide for future liabilities, as exists in regard
to any other ¢lass of insurance policies. :

The various points submitted by Mr. F. S, Winston, chairman of the com-
mittee appotnted by the life insurance companies, are referred to as substantially
covering the necessities of ouy, business.

It is proper, howéver, that I should call your attention to the fact that a very
different standard of reserve should be fixed for policies covering only one of
the causes of mortality, and for a limited period of time, from those which cover
all of the causes, and for the whole period of life,
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The large experience of the Travelers’' Insurance Company, over a pertod of
seven and one-half years—covering the issue of over 200,000 policies—has
been carefully tabulated, and is hereby submitted for your consideration as the
most complete and relialile data to be obtained on this subject,

These practical results will be found exceedingly interesting and instructive—
showing conclusively that the law of average is equally reliable in determining
the premium to be charged for a policy against accidental loss of life or per-
sona? injury, as it is in regard to any other contingency against which insurance
policies ever have been written.

Tu every person accidentally killed, it is found that about 8o J:ersons will
receive non-fatal injuries producing an average disability of 20 days, and as
$650 insured as compensation for personal injury is to $5,000 insured against
accidental death, so these sums are to the premium charged on the assumption
that the losses will be equel,

Up to.the first of January of the year 1871, this company had paid
$1,234,498.30 in losses to porﬁcy-holders. Of this sum, $625,825 were paid
for acadental death losses, and $608,673.30 for claims paid as compensation
for personal injuries.

e monthly average for accidental death claims has been $7,726, and the
monthly average for personal injuries non-fatal, $7,514.48

In the whoFe history of the insurance business, we invite reference to any
law more clearly proven, or as nicely balanced by actual results.

In this connection your attention is especially invited to the company's
reserve tables, by whicz there is constantly maintained for the protection of
unexpired risks, a reserve which exceeds the probable losses ascertained by ex-
perience with an addition thereto of fifty per cent., and this fund is kept intact
over and above the capital stock and all other resources, The assumptions
upon which this reserve is made have proved to be more and more reliable by

e actual results of every succeeding year's business.

We believe that in no other branch of insurance have there been more liberak
benefits conferred for the premiums paid. And, further, it is respectfully sub-
mitted, thet the results of this limited life or accident insurances are especially
deserving careful consideration by all interested in life insurence in this particu.
lar ; that the experience of these companies, when fully analyzed and tabulated,
will furnish a_mass of statistics nowhere else attainable respecting the effect
which the accidental element has among different classes of persons and pur-
suits, . -

The statistics herein referred to apply solely to the accident department of
this company’s business, and not to full life and enrdowment policies, which,
with the premiums thereon received, are kept distinct and separate, and vatued
by the same rule of reserve applied tolike policies written by all other life com-

anies,

P In conclusion, we indulge the hope, without knowing on what it is based,
that the day is not far distant when contracts of insurance will be regarded in
the same light as all other classes of commercial contracts, and noi so recon-
structed and enlarged bg the findings of courts and juries, that the extent of Lhe
undertaking can never be determined with any degree of accuracy by the par-
ties themselves. Then we shall be able to avord many of the evils arising {rom
fraudulent experiments upon the funds of insurance companies, and more fully
prutgcetd the honest insurant upon a still lower scale of premiums than hitherto
teceived.

Mr. BRINKERHOFF moved that the report of Mr. Batterson be received,
and that it take the conrse of the other documents which have preceded it, and,
also, that his name be included in the resclution offered by Mr. Skeels.

The motion was seconded and agreed to.

Mr. SMITH—Mr. President, the Honorsble Elizur Wright expresses his
willingness now to address us. Mr, Wright informs me he is expecting a tele-
gram calling him out of the cily, and unless we improve the present moment we
may not receive the benefit of his remarks.

Mp. Wright was invited to address vhe meeting ; and come forward and said:
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ApDRESS OF HoN. ELIZUR WRIGHT.

Mr. PRESIDENT AND GENTLEMEN--In speaking on this question, of the’
per valuation of life policies, I shall have to invoke your very great patience
?;:two reasons. It is e subject on which one can be very easily misunderstood,
and my vocal faculties are such that it is very difficult”for me to make myself
understood, where I understand the subject.

I wish to call your attention to an historical fact, a8 preliminary to what I
shall say in regard to the valuation of life policies. .,

As you are informed l? the president, life insurance has flourished on the
otlrer side of the water, for many years. Tt criginated there as an application
of the principles of gambling by & baunk to & useful p e, that is, providing
for a family, These life insurance companies as gambling banks (I do not
intend any disrespect to life insnrance companies, I refer mere glo the fact), were
established under the teechings of mathematicians, such as Pascal, and many
others whom you are familiar' with. They existed for ; and it began tobe
feared bmou who observed their progress, that the banks would fail. They
were reformed by Dr. Price, the great friend of Dr, Franklin, in regard to this
Liability to failure. .

‘They were put on a new foundation, by which they were made safe, as gam-
bling banks. The original bet with the bank was by the individual, that he

d die; and the bank bet that he never would die. The bank staked a
certain sum ; and the individual would bave had to stake exactly the same sum,
Blus the sum necessary for the bank to charge as its profits—say one-third.

ut that would not be an attractive bet; that would not provide for a family at
all ; bat the bank, taking into consideration that it would realize upon the
stake laid down (which would be in its hands until the man died) a certain in-
terest, applied to the mathematicians to calculate this interest to find what sum
paid down would make the bank good for the nltimate certain loss of the bet,
and the expenses. This is s'i:Fle premium. This bet began to be attractive s
this wilt do something to g:'o ide for a femily. Say, if a man is thirty, he pays
in three hundred dollars, he may have a :housans when he dies, by virtue of
the accumulation of interest. But the bank can make it still more attractive, by
commuting or substituting for the single premium an annuity payable during the
life of the party. That, with the extra charge for expenses, is the annual premium.
But the ﬁrty mightcease to pay the annuity; so that there is a necessity here for
another bet. This additiopal bet is, that the party will persist in paying the an.
nuity. He bets he will %ersist 3 the bank bets he will not persist. His stake is
whatever he has gid,w at annuity remains in the bands of the bank at the time,
. The bank, on the other hand, stakes that if he does pay the annuity, the bank
is under obligation to continue the risk. In thess two bets a man is secured
against be;lzsleft out, being dro; at any time when he shall cease tobe in-
surable ; this is what provides for the family through the gambling bank,
But they never did provide for the parties going out; that never was taken into
consideratiop. The consequence of leaving this out of mind, leaving cut any
equitable surrender value, was, that by the profits on these bets the company
could get without the reserve that they are now obliged to keep. That is to
say, thz tound by experience that the bet on persistence yielded them enough
to pay their expenses, and, often, to t.{ their claims; so, they did not seem to
have any necessity for a reserve ; amful ey would, therefore, divide up among
the members, or squander in expenses whatever was left, after paying the claims
of the year, and go on in that way. That was the rule with a large number of
companies in Great Britain; and that it was which brought them to grief

ere were a few companies, always, that followed the counsels of Dr. Price,
and made a valuation by assuming a certain rate of interest and mortality. By
thiz, they valued all their risks and probable expenses, as a debit against the
company. Then they valued &l] the future premiums, actually receivable, as &
credit to the company, adding tothis their present fund. In that way ac-
tually kept, by a periect gross valuation, the same reserve that we getat by a
net valuation. .

~
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That 1 may not be misunderstood on this subject, I put together, very hastily,
before I came from home, & few words, which you will I.I.EJeW me, perhaps, to
read, The valuation which was established by law, in Massachusetts, in 1858,
the net valuation, has been considered by the public at large, and by a t
many insurance men, as applied, as a test of solvency of the company, ﬁt
was net the intention of those who framed the law and applied this valuation.
It was not comsidered a test of solvency, for reasons which 1 shall in.

Actual insolvency, or inability to pay a present debt, is a fact which speaks
for itself. Conversely, the ability to pay all debts now due is solvency, and this
is a fact which speaks for itself, The question, then, which seeks an answer is
not that of solvency in the sense of the market. It is rather whether the con-
dition of solvency at present existing will continue until ‘every pending contract
is settled.

As the human mind is not known to possess any prophetic faculty whatever,
outside of what it bases on the nssumption that what Aas been w#/! be, this ques-
tion of ultimate solvency will depend upon the accuracy of observations wpon
the past in regard to all the causes that may affect it

If there were no other contingencies in the case beside those which belong
to the duration of life and the interest of money, the conclusion at the strongest
could be only probable, We can never be certain of more than a regromadis
degree of .rafg , on the score of the arithmetical calculations founded on
hypotheses. ere are other practicel elements that do not admit of these

tions, and are only to be met by courage and faith.

Obviously, if we wish to lgpro:.imate the line which divides between such
resources as probably will, and such as probably will nof meet ail the debts of
a company as they become due, our calculetion or valustion must not omit any
thing calculable which pertains to the subject. Consequently it canuot be a mes
waluation, which purposely ignores many quantities that affect the solation,
Neitker can it be such a gross valuation as is commonty made, since that also
omits quantities equally important. .

The gross valuation which you find in English balance sheets genevally omits
the expenses altogether. In 1844, when I spent seven months in London, I
had the curiosity to make a collection of ce sheets of companies, and I
obtained about 100; and I am very sure that in these valuations thers was no
notice taken of future expenses, with the exception of three or four companies,
In general, if they give = balance sheet at all, they balance the liabilities on
the policies aguinst their assets and the full value of their future premiums.
In this cace, a company may be made to appear to have a very large balance
in its favor, at a time whea its insolvency cannot be more than a dozen
ahead, by any probability. Wheress, if they had made an assumption that
the expenses of the futere would be the same as those of the past—say fifteen
per cent, on their premium income, whatever it might be—if they had applied
this in the same way as a liability, and added it to the lisbilities on the risks,
they would have been below par. This test of solvency woald not have shown
them to be insolvent af fA¢ fime by any manner of means, becanse there are
always quantities which cannot be ealcuiyated. One of these quantities, in the
absence of any surrender value, is what may be made on surrender and lapse,
which, in old companies, is a very important element; so much yo, that I have
in my mind at this moment a company which, by its last report—by = fair, gross
valuation, in which the expenses -were included--did appear to be solvent;
whereas, five or six years ago, by its rt:gort, it was evidently insolvent; and its
solvency has been brought about by the bad credit which had come upon it
from an exposure on this side of the water; which was prevented from getting
public on the other side, in the public prints, by the libel laws of England, but
which had got to the knowledge of the old policy holders of that company, and
four millions of pounds sterling went out in one year, and in the next year
rather more. And at the end of that time, there had been such a wiping out
of liabilities that the company recovered, and is now probably among the class
of companies that actuaries would not question to be solvent.



ANALYSIS OF PREMIUMS, RESERVING BY NET VALUATION AT SIX PER CENT,

Policy for $1,000, entered at 35, payable at too, or previous death,

ACTUAL PREMIUM $20.458. NET PRENMIUM $16.40.

INSURANCE BUSINESS, . _———SAVINGS BANK RUSINFRS, ————
] Cast of Risk, R Charga Yearly Reserve or Sur,
Asge. M From Prem. " From Int, Risk. fos. Val. 8 per ct. Depoait. Self Ins value.
. 8. 0-00 1. 163.50 7-80
?, 33‘8 8.33 ©.00 9 32? 63.;4 13.26 7.69 - 8.26 0.00
3 3.96 8.90 ©.00 ©74:0% 168. 13 5 7.5 16.89 3.44
3 3.96 9.01 0.00 96433 170.52 7-4 25.95 :z.g:
39 3.96 9.12 0,00 054, 173.00 !3 84 7.37 35.4% 21.61
40 3.96 9.23 0.00 944.22 g 14.05 7.26 45.40 3r.35
41 3.96 9.34 0.00 033.26 78.40 14.27 7.15 gg.:rs 41.51
4 3.96 9.47 0.00 9zl.gg t81 26 14.50 7.02 74 2.24
a3 3.96 9.66 ©0.00 . 184.20 13.74 6.83 78.13 3-39
4 3.96 9.0 ©.00 7,50 187.30 14.98 6.59 §0.12 5. 14
4 3.96 . 10,19 a.co .72 190.40 :5.:3 6.30 mz .50 7.27
pt 3.96 10.56 .00 871.50 9% go 15. 5.93 .28 o9.80
4 3.96 10.94 0.00 857.90 ts.;g 5.5% .50 112.77
4.; 3.96 11.35 0.00 843, 199.70 13. 5.14 143.10 126,12
49 3.96 11.79 0,00 829.&4 202.70 16.21 4.50 156.og 139. 83
[T 3.95 12.25 0.00 B14.82 20%.70 16, 4.24 170. 4/ gg
5t 3.06 12.7 0.00 799.%0 .50 8. 374 185.18 168,50
52 3.96 13.2 0.00 734.40 211.20 16.89 3.21 200.20 183.31
53 3.96 13.84 0.00 768.37 z: .85 17.10 2.65 215.60 98,50
34 3.96 14.42 0.00 752.50 go 17.30 2.07 231.43 214,13
5 3.96 15.04 0.00 736.10 218 ag 17.49 1.45 127 .50 230.01
5 3.95 g 0.00 719.50 220, 17.67 0.79 3.90 :g:gg
I3 3.00 1 0.00 702,50 222.84 17.82 0.13 280.50
5 3.96 16, 49 0.57 685.3 224.62 :g .97 0.00 207.50 279.53
0 3.96 16.49 1.30 667, 226.20 18, 0.00 314-7% 2g6.75
go 3.96 12.49 3.21 250.05 5'80 xg.zl 0.00 332.32 3:4.;!
61 ' 16.4% 2. 32.20 228. 8.30 Q.00 349-75 331.63
62 2?:2 16.49 1.32 614.20 22g.%0 18,37 0.60 361.go 349.43

(414
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POLICY FOR $r,c00, ENTERED AT 35 PAVABLE AT 45, OR PREVIOUS DEATH.
Actual Premium, $89.28.

Net Premium, $76.71.

Cost of Risk.

. . Charge. Yearly Reserve or Sur.
Age. Margia. P—r— From Tt Rizk. Ino Val 8 peret. Depeaie. Self Tas, Value.
3 12.84 8.2 7.30 39.08 €8.59
3 12.54 .60 %gg 33.08 2.6 69.11 72.70 70.0§
3 12.54 7.01 .79 3%7.28 2.1 69. 150,31 148.13
3 12.54 6.34 678.21 21,71 ¥.74 70.37 233.21 231.47
39 12.54 5-57 583.50 16. 1.32 71.14 321.79 320.47
40 12.54 471 2.18 11,08 .92 73, 416-§0 415.57
4l | "13.54 374 37378 _7-;2 . 72-97 17.53 17-24
ﬁ ::g: :2; ?g7g ;:,.“ :,;'.[' 74,06 26.2: 432?
. . 3- . . 7530 - .
44 12.54 0.00 0.00 0.00 +60 7331 ﬁ’egs 566.68
45 . 100000 1000.00

14
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" To decide whether & company is more likely to succeed than to fail in meet-
ing the nltimate claim on its existing contracts, the following things, at least,
are to be duly congidered.

1. Its present assets.

EN ﬁc actual prermiums thr:oeivub{:e. from th

e rate of interest that may e expected, as an average, from the present
mg'mmt till the latest claim falls due. ThE pre

I mean, here, that rate of interest which is averaged on all the funds from
premiums from the time it is received. Any large working company is always
supposed tohave a large sum which is not at interest, which reduces the average
interest below that of the investments,

4 The rate of mortality that may be expected.

&. The range of the policies, or the chance that the average claim will be more
or less than the average poliey.

This is a thing that is necessary always to be taken into account, and it is
provided for by that excess of loading which remains after the expenses are

id, which is provided for contingencies. This is a contingency which, very
Equently, is little thought of by sctuaries, or by departments, and endangers
& young company, especially where it takes large policies,  That is the reason
why & young compn.nz should always, in prudence, re-insure everything that is
above, say, three or five thousand dollars. Otherwise this may happen, that
the average of its death claims may be, perhaps, $5,000, while the average of
policies is only $2,000; so, while its mortality is less than was to have been ex-
pected, its losses would be a great deal more.

6. The probable expenditures ontside of policy claims,

7. The effect of forleiture and surrender,

All these things are to be taken into account when you test the solvency of &
company ; and it requires & great'degree of judgment and experience, in addi-
tion to mathematics, to solve the question whether a company should be allowed
to go forward and issue new policies, or should be restraired. As atestof
this, & net valuation does not begin to approach the subject. A aet valuation
is, as I hope to be able to show you, a great safe ; and I do not think
anything is to be taken back that has ever been said in its favor, Gross valua.
tions usnally either ignore the last three considerations, or assume that the
Eoﬁts of forfeiture surrender will pay all expenses outside of the claims,

the presence of this conflict of counter-assumptions, a waluation of any sort
becomes, in fact, valueless. Nothing in the business is more certain than
working axpenses. And nothing is, perhaps, less calculable than the profits of
lapse or surrender.

‘ou might as well set two unknown quantities in conflict &5 a known quan-
tity withan known qusantity. So that all calenlations based upon what will be
made out of the lapse or surrender of policies should be thrown out of the ac-
connt ; and it should be so much surplus,

The aim of awell-meﬁ:l company should be neither to gain nor to lose by
the withdrawal of policies before maturity, and to re expenditures outside
of the policies sothat it shall bear a constant ratio to the insurance value,
or be proportioned to the sirength of the company. St:Eposin.g these two things
settled satisfactorily, we may approach the solution by discounting all the future
liabilities and expenses on the policies by average mortality and interest, for the
debit, and disconnting the fature assets in the same way to be added to the present
asgets as the credit. In my own mind, an assumption of six cent. as the
rate of interest to be assumed, is not unreasonable if backed by considerable
capital. The various rates of mortality in use differ so little in their results,
that their difference, in presence of other contingencies that aftect the question.
is not wort;‘lay of much attention. There can_be very little probability of care-
fally selected Lives falling below the vitality of either the American experience
as adopted in New York, or the combined experience of the English companies,
adopted as the standard in Massachusetts. If a gross valuation at six per cent.,
by either rate of mortality, provides a sufficient reserve out of the fatore prem-
imms to meet the future expenses, it will unquestionably show us what ¢could not
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LIFE INSURANCE CHART.

Analysis of Premiums, and establishment of a Savings Bank or Trust Fund,
distinct from the Insurance part of the business, which necessarily result fromr
8 law preseribing a reserve fixed by net valuation. By Actuaries’ Mortality at
4 per cenl.

Polley for §1,000, cntered at 35, payablo At 400, or provious death,
Actoen Premium, 528.88. Hot Promium, £19.87,

InsurANCE ‘Busingss. Savivgs Bank Busiiass,
. Normal Cost of 55 & r ™ .
ace | Sy | lnuane LEE é‘:é 2| 2:d 2
g2 T a28g |55 _ig &
<§ A -] EUE uqs a. ] .g
BRI IR
= _m z ue o “ﬁ-lx
1 a 2 2 ¥ 8 ol
$6.51 {$8.83 [$0.00 $11.04]
g 6.?: 8‘9'; 0.00 10.96 $11.48 | $o.00
37 |6.51|8 0.00 10, 23.34 .39
3 6.51 { 9.07 | 0.00 10, 35.59 | -15.02
39 | 6.51]9.14 | 0.00 10.53 23-35 30.56
20 |6.51]9.22 ] 0.00 10.65 :.gg 42.53
4t | 6.5% | 9.30 | 0.00 10.5 58 56.01
42 j6-51|9.39 ] c.00 19. .84 ga.75
43 16.51 [ 9.54 | 0.00 10.33| 103.29 5.07
44 | 6.5119.75 ] 0.00 10.12] 118,56 | 99.79
4 6.51 | 9.90 | 0.00 9.88] 133.42 | 113.90
4 6.51 {10.31 | 0.00 9.56] 149.02 | 130.37
4 6.51 10.24 0.00 g.z3 164.92 | 146.34
4 6.51 |11.00 | 0.00 87 131011 | 162.21
a9 | 6.51 [11.38 | 0.00 8.49| 197.56 | 178.55
50 |6.51 [11.78 | 0.00 8.09) 214.30 | 195.19
I 6.51 |12.21 | 0.00 7.661 231.28 | 212.0%
53 | 6.51 h2.67 | 0.00 g.zo .50 | z29.22
53 | 651 [13.15 | 0.00 72| 265.92 | 245.5T
54 | 6.51 13.6§ 0.00 6.22) 283.54 | 264.14
5 6.51 114.13 | 0.00 §.60] 301.35 1.92
5 6.51 |14.73 | 0.00 5.:3 319.32 | 299.8
57 | 6.51 [15.29 | 0.00 4.58) 337.43 | 317,
5 6.51 lg. 0.00 3-99| 355.60 | 336.25
o .51 [16.80 | 0.00 337 374.06 354.63
20 6.51 {17.18 | 0,00 2.09) 392.53 | 373.1
61 {6.51 15.89 0.00 1.98) 411,02 | 391.73
62 16.51 [18.64 | 0.00 1.23| 429-532 | 410.33
63 | 6.51 N9 ©.00 0.45| 447.98 .00
6.51 119.87 | 0.36 o. 466.22 447.@2
gg 6.51 119.87 | 1.20 0.00| 484. 465.85
6.51 |19.87 | 2.07 0.00] 502.77 | 484.17
gg 6.51 [19.87 z.gg ©.00 §20.%72 | 502.32
6.51 [19.87 | 3. 0.00 538.45 | 520.29




AGE,

Savings Bank Bustvesa

penses, &e. )
Surrender Charge

suranee Value.

Margin for Ex.

Annust bepc:it.

L3
& jor§ per ct. of In-

L2883
=

- Ep_wqwf"
i

b g b v b ey g e e ey B

LbntnuptalnuauavIviwiaun

by

PO rRNOCRORCOROR

OOPGO?ODOODOOO0.000QOO

-

8883832383388388833888888888

poooDs
g88

o
8

&
% @ | Swrrender Value.

i
kY
s

Polley for $1,000, entered at 35, payable at 45, or previous desth,
Actoal Premium, $105.56. Nat Pramiuom, $85.03.

8R035 E5]

.
.

OO?O??OOQ?

OH!N-:J&‘{!O
3858888388

$7.6.8l

g
78.77
Bt
b
83:39
85.03

$79.
16360
251.31
343.30
43979
41.06
7140
gs 10
.51

1000.00

$77.1
161.3
249.57
342.00
438,

7
A

Bes

[000.00




52

be Jearned from a sef valuation, to wit; the position of the company in
to that dividing line, of which I have spoken, between sufficient aud insufficrent
TESQUICes,

For mutual companies it seems highly expedient to give this line so wide a
berth that there can be no doubt of even superabundant resources, and no ne-
cessity to discover their exact cgosition in regard to the line, Hence the more
convenient net valuatioh, which checks extravagant expenditure and favors the
long-livers b& ing and maintaining a high standard of reserve, is far better
for them. ith the premiums they usually charge, if they acquire any con-
siderable amount of business, although it should take the whole of the guaran. °
tee capital at the end of three or four years to make up the premium reserve by
net valuation, there may be no indication of want of resources to meet the last
claim., The so-called ‘‘impairment of capital” may be a good reason for
closing the construction account and pressing that work of accumulation on
g:échdsthis sort of insurance depends, te keep the risks within manageable

nds.

After you have consumed your a&ilu.l in obtaining a considerable business,
say three or four thousand policies, the gross valuation would not show you any-
where near the line between solvency and insolvency. It would show you that
you had full future resources and premiom income, which would pay all claims
to be expected. .

But if stock companies are to exist at all, it must be for the benefit of the
insured in reducing the cost of insurance, a5 well as for the benefit of the stock-
holders. Of course, as nothing returns to the policy-holder in the way of

lus or dividend, he can only be benefited by the reduction of the premiwms.
If the state requires of this sort of company a reserve higher than is absolutely
necessary, though it may not preciude ultimate J)roﬁt, it will oblige the com-
pany either to raise its jums, or forego dividends to stock longer than the
stockholders may be willing to wait.

If six per cent. may be relied on as obtainable on safe investments, and the
actual premiums have & margin of twenty per cent. over the net premiums at
six per cent., there need be no apprehensions of the insolvency of the com-
pany when it shows available assets equal to the net premium reserve at six per
cent. And to the poficy-holders it is of no oonse?ll:ence whether this preminm
reserve comes from their own past premiums, or the capital stock put in place
of it. The net valuation, in case the actual premiums exceed the net, has the
advantage of not anticipating the margmins of the premiums, and if the
assets equal the net reserve, then the whole of the margins are
shown to be in reserve for future expenses and contingencies. Hence,
knowing the actua! premiums of a company, and koowing them to have
ample margins sbove the net ones, a net valuation, though it is no test
whatever of solvency, does furnish all the information we need as to
standing and progress. It, in fact, prescribes an analysis of the business
of alife insurance company into two distinet parts, and makes it possible

to it on, whether upon the stock or the mutual principle, with strict
uity between persistent and receding policy holders. To illustrate this
1 have prepared two tables, at two t rates of interest, which show

what becomes of the successive premiums till the policy terminates, One
of these tables I put in type. was detained by other business so that
I could not get goth of them in type, but have had a clerk interline the
6 per cent valuation at intervals of five years with the 4 per cent
valuation. I have some of these tables here, and if the convention sees
fit to exercise a little patience upon them I will put some of them in their
hands, and illustrate what I mean by the analysis just spoken of.

[Mr, Wright, after distributing the tables, continued :

I would say, gentlemen, that my chief interest in a net valuation, and .
what I value it for more than anything else, is that it does make it pos-
sible for a life insurance company to deal equitably with ite retiring
members. Now, in all our pro§rammes you will find this etatement o

the policyholder or to the applicant that, in case it becomes necessary
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for the party to leave the company, an equitable surrender value will be

iven. There is nothing in the policy itself of that nature, By the

rms of the policy itself all the preminms that have been paid—in case
of the failure to pay a premium when it becomes due—are thé property
of the company. This goes back to the original system, and ie the sys-
tem which is now adhered to abroad. But the moment you apply a net
valuation to the company it becomes possible to deal equitably w{th the
retiring members, that is to say, to allow them to go out and make only
sohnlmch out of their going out as will keep the company reasonably
whole. ‘

I have, with some care, studied what has been written on the other
side of the water by the British Institute of Actuaries, a very learned
and capable body of men. I won't say that they are owned ““ body and
soul " by the life insurance companies of Great Britain, but I do say that
they are not owned by the public outside of the life insurance com-
panies. [Launghter.] They have never treated very seriously on this
subject of equitable qurrender value. They have thrown out theories of
one sort and another, all of which ma {e easily shown to ba absurd
when they areapplied to particular cases t{at constantly arise. However
weltl the lmight &uit come cases, there are other cases which they do not
suit at all. :

Now the net valuation applied to premiums that are abundantly suf-
ficient, causes B very great security to thecompany against an increase of
mortalitg' or deterioration of lives, and also has this property that it
allows the company to deal equitably by those who retire.

I wish to call your attention very particularly by this table to the
analysis which the net valuation necessarily eflects when enforced by
law, between the savings bank part of the business and the insurance
part of the buginess.

I take, for example, two policies, one an ordinary life policy payable
at death, and which we treat as an endowment payable at death or 100,
and a ten-year endowment. In our calculation we cannot admit of uny
indeterminatenees as to the termination of the risk; therefore we
assume 100 in Massachusetts or g5 as the limit in New York. The
actual annual premium of this whole life policy entered at 35 is $26.38.
If you proceed by a net valuation by the actuaries’ mortality &t four per
cent, you would have $19.87 us the net premium, and the excess is the
margin.

In column one ] have placed this margin of $6.51. If I had taken
a premium at six per cent, which is $20.41, the net of that would have
been $16.49, and the margin would have been $3.96 all the way through
the policy. Of the net premium that ant which goes to pay the claim
is in the second and third columns. At first nothing is derived from in-
terest on the other part of the premium. The normal cost of insurance
on tlég licy at four per cent is $8.83 the first year; at six per cent
it is $8.69.

The fourth column is the amount of risk carried by the company.
The first year at thirty-five it is $g91.74 on $1,000 at six per cent, and

.52 at four per cent.

The fifth column is the present value of the quantities in the second
and third columns, assuming the actuaries’ mortality and the interest to
be either four per cent or six. The present value will show you what
the policy will contribute to death claims on other policies. If you wilt
g0 on to column seven, there is what the law requires you to reserve—
to have on hand at the end of the year. Of course, you have to deposit,
in order to have $11.48 at the end of the year, $11.04 of the premium
at the beginning of the year. And, if it is at six per cent, you deposit
of the net premium $7.60, which becomes $8.26 at the end of the year. -

Now, this column of net values at the end of the policy year is that
which can never be used by the company to pay claims on other policies.
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It is kept as a trust™fund against the time that the policy itself matures,
That is the significance of the net valuation that a certain portion of the
net premium is held in trust for the policy itself, and can never bé
touched. It could be borrowed if it were necessary, but the company
that was under the necessity of borrowing from that fund, might as
well be closed to new business till the debt ie paid. That necessity, at
least until a company is in its dotage—until it is pretty nearly a hundred
years old—could not be supposed to exiat, as I shall show you presently.

Now, by confining your attention to these two columns of the normal
cost of insurance, two and three, and running down the page, you will
see that at the age of sixty-four, at four per cent, the normal cost of
insuring takes the whole of the net premium, $14.87, and derives thirty.
six cents elsewhere, that is, from the interest on the reserve. After that
age is reached, and the reserve at the end of the year has become
$466.36, 4 per cent ylelds more interest than is necessary to keep it up,
o that thirty-six cents can then be used to pay the death claim. The
next year, $1.20 is derived from this fund—this is excess of the interest.

That is to say, the accumulation then goes on more slowly, and the interest -

contributes to aid the net premium in paying the increased cost of carry-
ing the risk. The rigk itselfhas decreased very much; the cost, however,
has 80 much increased that it requires the whole of the net premium
and a certain portion of the interest, never a cent of the principal, but
& certain portion of the interest to help out the payment of death claims.

Let me call your attention to a very important thing—more important
than anything I have fret said —in regard to a valuation being made at a
low rate of interest.
reserve is $598.15, and that will yield $18.27 to help the company to
carry the risk through the year; but no more than that. Now the $655
which is in reserve at 4 per cent interest had $10.42 to help carry the
risk. Supposing that the investment yields 6 per cent, it will also give
about $13 extra, besides keeping up the reserve; so that by 13 added to
30, you have the resource increased for the mortality of that particular
year. That is to say, a 4 per cent valuation will carry you safely thrdugh,
if the mortality of that year is increased in the ratio of 43 to 30. Where-
as, if you reserve only at 6 per cent, you have nothing at zll except the
normal cost. The normal cost of carrying $385.50 is $16.49+%18.27;
80 that your 6 per cent reserve affords you no resource for any decrease
of vitality in the company. A 4 per cent reserve gives you an increased
resource—an entirely additional resource—in the old age of the com-
gany. This resource, of course, if the vitality has not diminished, will

e used for dividends, which may be larger on the old policies; but the
company does not guarantee the dividend. It has, therefore, a resource
in this extra amount for the depreciation of the vitality, and in a mutual
company that is very important; and it is especially important, if you
are to deal equitably with your retiring members.

If inu will refer to column five, you will find a sum opposite each age
which expresses the reciprocal interest of the company, as an insurance
company, in the persistence of the policy. See at the age of 60. The
insurance value is $241.94—that is the present value of all the normal
costs of the risks that a company will receive; it also represents
the value of the company to the member, for these are reciprocal in-
terests. Now, if both parties wanted to recede from the contract, they
would recede without any consideration on either side—these two mutual
interests would be exchanged, given up; but if only one party wishes to
recede—and that is nearly always the individual, for it is the company’s
interest to insure unless it be a bad life—it is, therefore, always the in-
dividual member who wishes to recede from the contract, and he ought
to pay a consideration. But what should this consideration -be? It
should not be necessarily the whole interest that the company has in

f you look at the aée of 75 and six per cent, the -
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him, because he has a claim against the company that is theoretically
<qual. Yet, if this is an average life, it is valuable to the company, not
simply for the amount of what it will pay, but as a basis of ingurance.

A company cannot exist without a large number of Eolicyho!ders.
With svery one it loses, it loses a certain value besides what it will get
out of him in the future. " Therefore, what it wants is to make the mem-
ber's place good. The policyholder they have cannot be released unless
he W’lfl make the company whole as to its basis. He must get as much
insurance value in as he takes out. It is not necessary that he should get
a¢ much savings bank value or deposit in as he takee out, for the latter
is of no service to the remaining members, but was only to be used on
his own ciaim when it should occur.

My position on this subject is, that surgosin‘g the life to be as good
as the average, and I think as a matter of fact that lives selected out by
themselves are not generally better than those selected in by the com-
pany, the member ought to pay the company twice the amount that it
costs it to get the same amount of business of the same insurance basis
ar value. -

I will not weary your patience on this subject. Ithink it is an exceed-
ingly important one which should be considered and properly settled,
.and that the best talent of the country should be turned to it to deter-
mine what is 8 proper, equitable surrender charge. When we havefound
thut charge, and that charge is paid out of the reserve or savings bank
deposit, the balance should always be returned to the member either in
cash or his nate, if he does not desire further insurance.

I will call your attention to the exemplification of the present rule of
surrender value. For I think that this is working, already for us, a
great deal of detriment at the present time, and iz likely to work very
rauch more, that ie to say, to make it more and more difficult to get new
business, because men go out feeling that they have been somewhat
wronged, at any rate, entrapped. : . :

If you will turn to the age of sixty-five you will see in column five, on
‘the tour per cent value, the insurance value is $237.224 that is the value
At four per cent, and it would have been less at six per cent, of all that
the company will get in cash, if the normal mortality is experienced.
It is all that it can expect. It is the whole interest. The part{ has, at
the same time, $484.64 in cash as his deposit in the savinge bank. Now
if the company charges, as it often does, one half of that for surrender, it
charges $242.32, which is a little more than the man would pay if he
stayed in. That, evidently, is too much, Now if you go down to the
age of eighty you will find the insurance value reduced to $173; the de-

sit in the company is $728.15. When the company charges half that
%:nd the English companies do on such old policies), you have $364 for
surrender, which is more than double what the party will pay if he atays
in until the policy terminates. If you lock at the endoewment policy you
will see the thing is still more atrociously out of the way, for on the
fourth year before the close of an endowment policy the party might be
made to pay three or four hundred per cent what he would pay if he re-
mained and was sure not to die. i

Now, this ordinary surrender value is o absurd that it cannot be sub-
mitted to business men. In my own experience as a consulting nctuar)lv,
cases come to me of differences between parties and some very responsible
companies. Gentlemen have policies which they cease to heed to sup-
rort. . They want to realize what is their due—nothing more, and nothing

ess, if possible. Theyare astonished at the company’s charge. They

are referred to me. I cannot justify the company. I'am obligedto say
that we have borrowed from Great Britain a practice which goes in the
face and eyes of all our received business principles, which is actuall

absurd, and which could not be ingisted upon by anything but a gambler’s
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bank. We are not to blame for it. Weaborzowed it just as we found it,
and we have gone on upen it until, by the accumulation of the endowment
policies and the increase of age in old policies, the thing has gotto beso
absurd that if I meet an intelligent merchant, I have to hang my head
in his presence. I cannotexplain itto him. He turns around and says,
* Why do you endorse companies who do such a thing as that?” Now
I have acted in all good faith with the companies. About two years
agoT published, in a crude form, these same views. 1 have been since
working upon them, and when I qot them to such a position that I felt I
could give the companies exactly the insurance value of every policy
they held, I then appealed to them to unite in convention and settle
the question on equitable principles. I do not care whether they are my
principles or anybody else’s, but, such principles as will enable me to
continue in the business and, meetintﬁ intelligent businese men, hold my
head up before them if 1 explain to them the dealing of the compapy in
their particular case.

I beg to return my sincere thanks for the kind attention that has been
paid. I am quiie aware that I have not made this subject very intelligi-
ble, but I shall be very happy to answer any questions which may be
put to me, and assist gentlemen in getting out of any difficulty.

Mr. Noyzs—Mr. sident, as it wag intimated that . Wright
desired to leave town, although our meeting has continued longer than
we had expected, I would like to agk him one question : Whether or not
in the matter of certain policies, a cause of great anxiety to all in our
business, as well as to holders of policies, whether he, in his own mind,
can fix the entage or a principle which shall apply to all com-
panies; whether or notin the surrender of a policy you have to take into
account so many thinge as to prevent a general rule of application.
For instance, one man is in en unsound condition ; of course, there may
be circumatances which will justify the selling of his policy. Another
man may be so wealthy that he does not wish to continue it any longer.
Is there any public standard, or any standard, which he might reduce to
a principle in these exceptional cases. The debtor with the company
itself would not have to enter into the computation for the surrender of
each individual policy of itself.

Mr. WragHT—I apprehend that the company can only deal with lives
as average lives. “?lfcn we take members into a company we divide all
applicants into two classes, practically—the insurable and the uninsura-
ble. The uninsurable we reject; the insurable we take as average lives;
otherwise we could apply no mathematical principle of computs-
tien to them. Now itisvery true that a life applying to %o out may be
better than the average. I will say that the probability of his dying in
a year, will be only half the average. Naw, suppose he has been in 20

ears, During all that time he has been & life above the average, and
e hae paid towards claims, all the while, twice as much as his own risk.
Every man is sugposed to pay to the death claims—according to his own
risk of dyinﬂg- ut that only would be true if lives were average lives,
but lives differ exceedingly. ~ We may well suppose that the probability
of one member dying is one-half that of thg average, because he is alto~
%?rther so sound in constitution, and he takes such good care of his life.
ell, notwithstanding that, he has, during all the twenty years he has
been in the company, paid just twice as much as what it cost him.
Now that cannot be a reason why you should charge him more when he
g out, if it has anything to do ‘with the subject. I take it that what
e has paid has nothing to do with what he is to pay when he goes out
—that this is to be based on the calculation of what he has to pa{l in
the future. I confess it is not possible with me—I do not know how
it is with others—to make & mathematical calculatioa on a single life
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I might assume a rate, but it would be a pure assumption, and I would
have to consult the doctor before I could make any figures on that sub-
ject. But it is not unwise to suppose that those who go out, on the aver-
age, will be no better than those that come in through selection.
1 take for granted two things: First, that the necessity for insurance
will never cease, that new members are always to be had either spon-
taneously or by solicitation; second, that those who select themselves
out, are liable to be mistaken, as the doctor# are in selecting them in,
and that bad lives as well as good lives will go out, and pay the certain
charge and take the certain value, and that, on the whole, there will be
about the average. Now we have no statistics in regard to recedin
members, but we have a great many cbservations, and men of experi-
ence generzlly agree thata man in going out is as likely to make a
mistake in regard to his vitality as otherwise, I myself remember men
who sold their policies at auction, that I thought had one foot in the
ave, and the other on the crumbling verge of it, bu¢ who were anx-
ious to gell their policies for one-half or one-third of the reserve. Now
this is a matter of fact. Iattended those auctions at the Royal Exchange,
in London, more or less weekly for several months, and took minutes
of them. Seldom did Isee 2 man in firm health wishing to sell his
olicy.
d I h{ve often conversed with men of experience in life insurance, both

" executive officers and actuaries, and the uniform testimony has been to

me that the lapsed policies could not be better )ives than the average,
that is, they had not been. Now, why should we expect that they will
be. Take the present condition of things. At present, no man knows
what he will tEet on going out, but he does know this fact—that the longer
he stays in the more it will cost him to get out. On the other hand,
suppose that this principle of savings bank, surrender vealue, is estab-
lished, you can put a notice, if you please, on every policy, and the man
always knows, then, that the longer he stays in the less it will cost him,
to get out, and the more of his own money he will save. That is the
reason why every man will stay in as long as he continues to need
insurance.

Here is a savings bank, the rules of which are well understood. The
expenses of the management are not extravagant. A savings bank
is an institution that can exist, and does exist, though a man
has a right to withdraw, at any time, nearly the whole of his
fund. He may lose a little interest if not taken out at a particular
time. A savings bank is always in jeopardy of a run. and yet it exists
and continues to have millions and millions on deposit year after year.
Now, if a savings bank should add the insurance business to its other
business, on the very principles I have explzined, would not the savings
bank part be just as sure to exist with this added? It seeme to me, on
business principles, that the permanence of a fairly organized savings
bank, plus an insurance company, is just as safe as the bank itself, that
is if it is managed on fair insurance principles, so that it seems to me
that the arguments against fixing surrender value on net valuation are
theoretical. Iconcur fully that on certain hypotheses that we can make,
it could not be done, and a company could not meet such surrender
value, but in practice it appears to me that it can, and that these extreme
hypotheses never could be facts; they are merely theoretical. The ex-
periment has been made, [ won’t say that it has failed, to treatevery man
according to his individual risk of dying, to be tested by the doctoror
by the genealogical table; but thatis an experiment in which I have
not any faith because I have not s¢en any results, :
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Mpr. Row—1It strikes me that the only feasible thing we can do now 12
to work in our committees. That is the first and most important thin
to de. And, to further that, I would move that we now adjonrn, an
that the several chairmen of the different committees make their appoint-

ments at as early an hour as practicable for their committces to meet
and get in active operation.

The convention then adjourned untii 11 A. M. Saturday.



FOURTH DAY,

New-York, May 27, 1871,
The convention met, pursnant to adjournment, at 11 o'clock A. M., Superin.
tendent Miller, the President, in the chair, .
On motion of Mr. BRINKERHOFF, the reading of the minutes of yesterday’s
proceedings was dispensed with. -
Mr, BRINEERHOFF offered the followigf resolution
" Resotved, That the Presidents of the National Board of Underwriters, and
the Board of Underwriters of New York City, be, and they are hereby, res-
y requested to address -this convention, this morning, upon the several
points .a:‘fechng the fire and marine insurance interests of the country.

ADDRESS OF H. A, OAXLEY, PRESIDENT OF THE NATIONAL BoaArD o
UNDERWRITERS, -

Mr, H. A. QARLEY, President of the National Board of Underwriters, was
then introduced, and addressed the convention as follows:

My, President and Gentlemen:—] feel somewhat at a loss, in appearing
before the convention, in response to your courteous-invitution, to know upon
what particular subject to address you, as those who have preceded me, es.
pecially the z?resenu&ves of the interest, hive so fully covered almost

point of interest to fire underwriters, that I find my remarks must be
confined to a very limited field.

At the meeting of the National Board, in April last, in this city, I had the
honor of deliverning an address before them which contained within it statistical
tables of very great value, in to the results of the fire insurance business,
This address has not been circulated extensively as {:t. owing to the delay in
having it printed. I merely desire, in the few remaris which I have to submit,
to the attention of the convention to the very peculisr results of fire
insurance, covered by the period of the twelve during which the New-
York state department has been in operation. This is the only available source
from which it has been possible to gather correct statistics, there being no per-
fect tables except those kept by the New-York department, during that period,
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The tables to which I refer were divided into two parts—frst, statistics re-
lative to the insurance companies of the state of New-York, and then to the
insurance companies of other states, including the insurance companies of forcign
governments. The first table showing the amonnt of capital which had heen
employed in the business and the dividends declared, as well as the tage
of dividends on capital. We find the result of that table to e as folme:n

The aggregate amount of capital employed in the business of insurance
during the twelve years was &33?38;66! ; the aggregate amount of dividends
$1sz,926,oz4.95 ot 10.93 per cent. for all the states, 9.90 per cent. for the state
of New-York, and 12.80 per cent. for all the other states,

1 would remark in reference to this that the difference between the
percentage of dividends between the companies of New-York stzte and the
companies of other statés, arises mainly from the restrictive law which exists in
this state with reference to the amount that can be divided. As has been said -
in one of the papers read before you, no New-York company, unless it hasa
reserve of its entire running preminms, can divide ex; g ten per cent. per
annum on its capital, A very wise law.

The second table shows the amount of fire preminms received, amount of fire
losses paid and the percentage of fire losses to premiums. The fire companies
of New-York show, during twelve years, an aggregate of $168,437,257.32,in
premiums; of losses paid, $04,849,497.04, or & percentage of 56.31. Insurance
companies of other states show an aggregate of premiums received of $122,000,
307,83, and of losses paid, $73,820,416.22, or a }:erc.en of losses to pre-
mivms of 60.51, the advantage being in favor of New-York state companies
for that period. The aggregate shows the entire amount of fire premiums re-
ceived to be $290,437,565.15; losses paid, $168,678,913.26, or an average of
58.07 per cent., a little in excess of the average of New-York state companies.

The third table which I presented was a table showing the net cash premiums
received, including the inland premiums and the expenses of conducting the
business. In this table you will notice the fact that it has been found that the
percentage of logses to premiums in inland insurance is very far in excess of
. what the percentage of premiums to losses has been in fire insarance.

The cost of conducting the business averages 34.96 for the companiles of
New-York state, for other states 27.05, while‘tie aggretﬁate numbers 30.92,

The amount received on inland risks during the twelve years was
$46,050,691.07; the losses for the same period were $36,660,510.50, or
79-68:100 per cent of the receipts. Sa that, if we add the expense of conduct-
ing the business, by the companies' reports to the state department of New-
York, which was nearly 31.1, we find that that branch of the business actually
restlted in a foss of between ten and eleven per cent.

The fourth table to which I wonid call your attention—and as these tables
are all printed, I will only call attention to certain figures—contains the
fire risks written; fire premiums received; fire losses paid; percentage of
fire losses to premiums ; percentage of fire losses to fire risks written; amount
of risks written to $r.00 loss, and the average rate of premium on fire risks.

There is one fact I would like to refer to in connection with the National
Board. There has been a t deal said in re to the National Board,
but I do not fmpou to s up in a convention of this kind as its defender.
I merely wish to make this remark in reference to it, and that is, that without
the National Board (as the gentlemen will see by a8 reference to the tables
to which I have referred), there would not have been two-thirds of the com-

ies now in existence possessing the ability to continue to do fire business.
mhont taking into consideration any of the other benefits which that board
conferred upon the profession of insurance, I would merely call attention to
this one fact, that the necessary advance of rates which the organization of the
National Board produced, enabled at least one-third of the insurance capital of
the country to be preserved, thereby saving large numbetrs of stockholders and
innocent persons from heavy loss.

With reference 1o these tables I would only make one other remark. One of
them shows what is the trne ability of the companies to write risks, and thiz is
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the fairest test to apply to an insurance company, to be enabled to judge of the
correctness of its statements. I find that the ability of the companies to write
in 1860, at the time that the New-York state department was inar ted, was
$231.27 for every dollar of loss, which, in 866, after a period of great
disasters, fell to $164.349. This was advanced, after the organization of the
National Board, to $223.13. But in 1870, after the National had ceased
to exercise any control over the rates of premiums, it had fallen to $199.99,
very far below the average of the eleven years, which was $214.64. The result
of the present year’s business, so far as we have been able to ascertain {which,
of course, is no criterion}, goes to show that its average will even be reduced
below that of 1870,

There is appended to this address a further series of tables showing the
average of receipts under the old order of things for four years, before the for-
mation of the l@atiunal Board and for four years suhsequentto it, and for the
year following that in which it ceased to operate. These tables I think the gen-
tlemen of the convention will find full of pregnant suggestions, and they will
probably give them a clue to a great many of the irregularities which have
existed in various companies which they have been called upon to examine,

I will not tzke up your time any further, gentlemen, except to allude to one
sebject, and that is the matter of re-insurance, as forming = very important part
of the correctness of statements rendered by companies to the vanous depart.
ments. It has been the habit in the company with which I am connected, which
is a very old company, and of neasrly fifty years standing, to keep complete
sets of books, by which we have been able to adjust'accurately—I might sa
almost to a dollar—the actual liability of the company for its outstanding pol-
icies, from day to day and from year to year. These gooks have been testccrt]:y
actual calculation of every premium outstanding (a work of t labor), but
which we have done for our own satisfaction from time to ime, to be sure
that our tables as prepared were operating correctly. We have found that
the result of these calculations is an average of 48 per cenl. upon our entire
business—and here ¥ would say that our business is not a large agency busi-
ness, but a moderate one; showing that the standard taken and adopted by
the New-York department during the-last year, is about as near correct as we
can hope to arrive at, unless we &lo into actual calenlations, And my suggestion
to this convention in regard to the matter of re-insurance would be simply the
adoption of that plan; thatis to say, fifty per cent. of the entire outstandin
premiums wpoa policies having one iear or less to run, and & pro raéz of nﬁ
preminms on all policies having more than one year to run. I am not aware that
any other standard can be devised, which can approach nearer to a correct
standard amonslst companies than this.

There is another suggestion, and that is, that companies should be obliged—
and this should be one of the questions to be answered appended to blanks—
to keep books of expiration. I am well aware, from my pasition as president
of the local board for two years, and president of the National Board for a
year past, that there is a great defect among insurance companies in the matter
of keeping accounts. - Whether it results from ignorance or design, I am
not prepared to say. But ] am gatisfied that not more than one-half of
the companies doing the business of insurance are in the habit of keeping
what is commonly known as termination or expiration-registers, by which, at a
glance, they can tell the amount of liability outstanding month to month
or year to year, This is one of the reforms which want to be instituted, and
if ¢his convention, by requirement, can bring it about, it wouid be doing more
toward fixing the business on a proper basis for examinations to be made by
superintendents than any other suggestion that could be made. Thanking
you, gentlemen, for your kind attention, I beg to apologise for the desultory
charzcter of these remarks, as your unexpected call upon me found me entirely
without preparation.

Mr. PAINE—Mr, President, for one I shoald like some cxpoiz on the subject
of marine re-insurance. Any gentleman who represents the marine business,
and who would §ive us light on that subject, 1, for one, would be very happy
to hear. T merely make the suggestion, ' :
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The PRESIDENT inquired if Judge Savage was in the room.
A DELEGATE said he was here half an hour ago, but was not now present.

OFFICIAL CERTIFICATION OF ASSETS.

My, WarLgs—]T desire to offer the following preamble and resolution, and if
it meets with the pleasure of the convention, 1 trust a refereace will be made to
e W hereos, 105 right and proper tha rateiby

*« ees, Itis right and proper that insurance companies, inco the
laws of one state, and doing business in another sta.tgrgihould p?;soent tobymh
state an exact copy of the gmmm.l statement by them presented to the insur-

ance officer of the state under which they Lold their charter ; and
% HWhkerras, The insurance commissioner, or ather proper officer, in each state,
in charge of the insurance business of such state, should be considered the
better judge of the securities or investments constituting the assets of such
company; therefore, be it

‘¢ Resolyed, That the committee on blanks be requested to give this subject
their consideration, and, if in their § ent it be found practicable to embody
in the blank forms to be submitted by them, & form of certificate ander the hand
and seal of the commissioner, or other officer in charge of insurance in the state
under the laws of which they hold their charter, mﬁging that the szid report
is ;{mper and correct financial condition of said company.”

e resolution was referred to the committees on blanks.

THE QUESTION OF ADJOURNMENT,

Mr. PiL1ssURY—1I desire to offer the following resolutions for the considera-
tion of the convention, but not with any idea of provoldng discussion :

t Resolyed, 1. That the several committees to whom definite subjects have
been referred, be requested to'report to this convention on Monday next.

¢ Resolved, 2. That Wednesday, the 31st inst., be regarded as the day for
the adjournment of this convention.”

Mr. President, I suppose it is generally understood that legislative bodies
agcomplish but little in closing wp business, until some definite action of this
character is had. It is a very general practice, so far as my observation has
extended. Without intending to ccasure any committes further than my own,

jthas seemed to me that there has not been given to the subjects quite the’

attention that might reasonably have been expected. 1 came here myself for
the purpose of gaining what information I could--for work, rather than to
visit and view the beauties of this wonderful metropolis, of which, of course,
the citizens of the whole country have good reason to be proud. I say I came
here for work. I represent a small state, and, of course, am very carelut not to
say or do anything which would be offensive to other gentlemen. TFor it was
m[ymp;olicy, wicn a boy, to he on good terms with the larger boys in the schaol.
[Laughter.] Bat perhaps it is unfortunate that I am associated on a com-
mittee whase chairman, deserved] lar, has a great many friends and

uaintances in the city, and we it very difficalt to get together for con-
sultation, for the reason that he is constantly interrupted by friends. I was not
able to leave a set of clerks in my office to look after my business, and do not
feel at liberty to be from home longer than the time designated.

Mr. ATcrisoN—I have no doubt that several of the committees are ready fo
report, and I think we have heard a great deal on these subjects in all these
various departments ; a great deal of good has been sugpested, and T have no
doubt that when the committees report they will pour an additional flood of light
on all the subjects. Perhaps to-day it would be very profitable to spend several
hours in listeninfg to and disposing of the various reports of the committees, I
therefore move for a call of the committees,

The PRESIDENT—There is a motion before the convention.

Mr. SMITH—1I have been very palitely arraigned before the convention and
1 suppose I have a right to defend myself. It is truc I have many friends in
this city, but notwithstanding the gentleman’s remark, I bave not yet had an
opporiunity of visiting my nearest and best friends who reside near our hotel.
I am very sorry that this kind of talk has occurred. It does not advance our
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object, 1 think we would gain time and have a better chance to determme
practically the work that is before us, by having an_adjourned meeting of this
convention at our parlor in the hotel, there to receive the reports of the com-
mittees, and then adjourn over to act upon them. I would have a great deal to
say, no doubt, in reference to the reports on the different subjects which I
would prefer to say there and not in open convention before six reporters.
[Laughter.] I, therefore, move that when this convention adjouras, it adjourns
- to meet at our parlor, in the Fifth Avenoe Hotel, for the purpose of discussing
quietly, considering and aeting upon the reports of these commattees.

Mr, CALDWRLL—I do not exactly sgree with the gentleman from New Hamp-
shire. I do not think it wise on our to crowd tghe business of this conven-
tion, without giving it & most thorough consideration. We are all, I presume, as
anxiops 28 he is {o get through and return home. Bt to do our work in a half
way manner would not be accomplishing the object that called us together, I
favuor the plan suggested by the gentieman from Kentucky (Mr. Smith), that we
meet at our parlor and there do our little petty quarreling over our differences
and, as far a8 possible, harmonize our ideas upon the various subjects that we
have under consideration, I move, as an amendment to the resolution, that
when we adjourn to-day, it will be to meet at four o'clock, at room 52, Fifth
Avenue Hotel. :

The PRESIDENT—It js hardly an amendment to the resolution. There are
two resolztions offered by the gentleman from New Hampshire (Mr. Pillsbury).
One, that the committee be required to report on Monday next, and the other
that the day of adjournment be fixed for next Wednesday.

Mr. CALDWELL~-] withdraw my motion, and I now move that the resolution
of the gentleman from New Hampshire (Mr. Pillsbury) lie upon the table,

The %;xeshon was put on the motion to lie on the table, and lost.

Mr. W. E. HARVEY-—] would like to suggest that several gentlemen have
been invited to be present before the committee on valuation on Monday even-
ing next. If you require a from that committee on Monday morning,
you are FMn g ahead of the information we want to get before the committee.

Mr, KRLSEY—Mr, President, I understand the motion to lay the resolution
on the table is lost.

The PRESIDENT—Y €5, sir.

Mr. KxLseY—I should move, then, that the two resolutions be considered
separately. As to the reports of committees, if the conventien requires us to
report on Monday, we shall do so; but we shall not be réady without extraor-
dinary effort and greater haste in considering the subjects before us than would
be proper. As to the &ne.stion of adjournment, I have never known legislative

ies to fix a time without serious derangement resulting, and a bad effect on
public business, It ouggt not, I think, require any great amount of talk to con-
viice any one that to fix a time now for the adjournment of this convention
would be a very imprudent thing to do. 1 am sure the committes on blanks, of
which I am the chairman, cannot be ready to make a report at the time specified.

[Mzr. Breese in the chair, ] *

Mr. MiLLER—TI do not regret at all that these resolutions have been intro.
duced, I think it is well enough to hurry up the committees. But I am rather
apprehensive that the honorable gentleman from New Hampshire (Mr. Pills-
bury) has created a wrong impression with regard to the labor which has
already been performed on the giﬂerent subjects g; the respective committees.

for my own part, ] have no knowledge that the convention bas as yet visited,
or been present, at any amusement of any kind. So far as my observation has
extended, they have been assiduously attending to their labors during the hours
of the evening, and until late hours of the morning, ever since they have been
here. 1t is impossible, gentlemen, for us in committee, or in convention, to
master these subjects and be prepared to present st once reports fraught with
such consequence and full of such importance to the Eublic interests which we
nt.  Indeed, if we accomplish in a week what we seek to accom-

plish, we may go home well satisfied that we have spent the most profit-
able week we ever spent for the interests of those we represent. feel
that I em pet wasting time. 1 feel, gentlemen, that this convention is
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intended to effect something; that we have a perfect right, and that itis our
duty, as gentlemen having control over ourselves, to do our work first, but'not
necessarlly devoting every moment of time to it. We must necessarily have a
little relaxation, and it is entirely proper that, coming to this city or going to
any other city, we should accasionally, for an hour or two, take a little diver-
sion and see what is going on in the world about us. I hope, gentlemen, thal
our friends from all quarters—from the east and the west, the north and the
south—will be a little patieat, so that the committee will have time to arrenge
their own thoughts. is is the great work of the convention which is being
done in their committee. It is not in the public sessions here assembled that
the work of arranging blanks can be done. Tt is not here in convention that the
work of determining what shall be the basis of valuation of life and fire and
marine policies, No, gentlemen, these are subjects which must be minutely,
tiently, and deliberately considered in commiltee, and a careful report must
made epon them in language which admits of no double interpretation—~
admits of no doubt as to its construction. These are nice subjects, They are
sut:{lects which have been considered for years by different men of great gility
in this country, and we are here gathere togelger, not to originate something
new altogether, but to reduce the experience of past years to a more perfect
system, and, if possible, to give to the insurance worl! and the genera! com-
mercial community interested in insuring, a more parfect general system, a more
harmonious action on the part of the legislatures and the departments of the
various states. To do that—if the convention stays here and accom-
plishes the work--will give it a credit which will warrant its members in
devoting not only a week, but a month of steady time to its accomplish-
ment. :
The question was then put on laying the resolittions of Mr. Pilisbury
on the table, and carried.

LEGISLATION AGAINST * C0o-0PERATIVE " L1FE INSURANCE COMPANIES.

Mr. A. F. HArvey—There is one kind of life insurance societies I do
not like, and there is nothing very efficient in the lawa of the several
states toward killing that rort. I want to offer a resolution, to be
referred to the committee on valuations, and if, in their opinion, it is
worth being considered by this convention, afterwards to have it brought
up again:

Resolved, That this convention recommend to the legislatures of the
several states, the adoption of provisions of law, similar in effect to the
following—

1. That no person or company shall be permitied to issue policies
upon the lives of citizens of the state, unless upon a epecific premium,
of which, so much as will cover the cost of insurance due for the current
yeer, according to the state standard of interest and mortality, shall be
collectable by cash in advance,

3. That no company shall be permitted to ideue policies on lives
within the state, unless its table of rates shall be certified to as sufficient
for the completion of the policy contract proposed; such certificate to be
made by an actuary, to be designated by the superintendent of insurance
of the state in which the company is organized, and the verification of
such tables of rates shall be made upon the same assumptions of mor-
tality and interest as were used by the compavy in its original com-
putations.

That is for the purpose of compelling a company, when it makes a
statement in any publication, to advertise also, that it has the authority
of the state for saying that its rates are sufficient to prevent agents from
using tables of ratee of companies that they know nothing whatever
about. 1 hope the resolution will be referred to the committee on valu-
stion. :

Mr, PaiNg—] wish to say one word. If the gentleman means ca-ope-
rative companies, and is going to fire at them under cover, I prefer he
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take off the cover and show himeelf. My opinion is that this convention
ought to pass judgment on that very subject—co-operative insurance.
Let the world know what we think of it. I hope the gentleman will
amend his resolution so as to place that thing directly under itsa own
pame, eo that we may exprees our opinions on that subject in this con-
vention.

Mr. W. E. Harvey—The objection to our use of the word “co-opera-
tive” would be that a company desiring to issue that kind of a contract
would call it by some other name. ere is one company, started in
Cincinnati, called the **Mutual Inheritance Fund;" another one is
called the ¢* Mutual Guarantee Fund.” [Laughter.]

Mr. Paine—If there /s a general name to apply to the fund, I think it
would be a great deal better to call it * co-operative.”

The resolution was referred to the committee on valuations,

Mr. MrnLLErR—I would suggest, Mr. President, that Judge Savage is .
present and I presume is ready, in compliance with the resolution
adopted on the opening of the convention, to present his views.

R. SBKEELS said—Before Judge Savage begins, I am requested to state to
the convention, that the of the foreign insurance companies desire
to present a communication to this body, and will be ready to do so sometime
this afternoor or on Monday morning. I the convention sees fit to designate
the time when they may do so, it will oblige them exceedingly. I would move
that the convention hesr the communication on Monday morning, at 11 o’clock.

The motion was carried.

ADDRESS OF (GRO, W. SAVAGE, PRESIDENT OF THE NEW-YORK BOARD oF
FIRE UNDERWRITERS.

GrO, W. SAVAGE, President of the New-York Board of Fire Underwriters,
was then introduced to the convention, and spoke as follows :

My, President and Gentlemen of the Comvention :—1 could not decline
your courteous invitation to make some remarks on the present occasion,
although I regret that I did not have an opportunity to prepare myself as
befits the occasion, and the importance of the subjects which you are called
here to consider. As an insurance man and an underwriter of over thirty years'
standing, I onght to have something to say in refererice to the business of fire
underwriting, which is the branch to which I have devoted the best years of my
life, and my long connection with this ‘business has di?ly imbued me with its
dignity and importance. Perhaps I mayhave exaggerated notions on that subject,
a8 men are apt to have on subjects which are almost their scle study, But whether
my notions are exaggerated or not, 1 think everybody will confess that the
business of fire insurance with which Iam connected is a highly important one,
Tt has been my solace, it has been my comfort, during seasons of great despon-
dency and trouble incident Lo this business, to lmow that I was engnfed in a good
work, the work of promoting the welfare of my fellow men; and I believe that
there is not a more beneficent institution in the world thay a fire insurance com-
pary. Now ] know you are not prepared to accede to that proposition in the fall ex-
tent of my statement, but I do think there are men in this community who, if you
could give them time to prepare an argument, would go very near a demonstra-
ton of its truth, In my readings I have come across the expressions of some
of the grestest minds that gur parent country, England, ever produced, I
refer to such men as Lord Mansfield and Baron Park, early writers on the sub.
ject of insqrance, who gave it much thought, and conferred a great benefit on

umeanity by laying down the rules which should govern insurance upon
broad and deep foundations. And I have often thought that the beneficial
effects of insurance were better understood two hundred years aé‘o
than now. We have become so accustomed to them that we fail
to recogpize them fully. If we were deprived of them for a period
we would think more them. If we were rived of window-panes we
would begin to appreciate the man who introduced them into our house—but
now they are little thought of. And just so it is in regard to insurance; we
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are daily blessed by it, and yet we seldom give it a thought. Allow me toquote
here what I have ofien quoted before, from an old Enghsh work, which says
that the advantages of insurance were appreciated at an early day, as appears
by the preamble of an act of parliament passed in the reign of Queen Elizabeth
or Queen Anne—I forget wﬁ?:h—in riting a fire assurance company in
the city of London. e preamble of the act says: ¢ That whereas, gﬂ i
cies of assurance it cometh to psss upon the loss or perishing of
any ship, there followeth not the undoing of any man, but the loss rather
cometh lightly upon many than heavily upon a few, and rather upon those
that sdventure not than upon those that do adventure, whereby our merchants
are lured to adventure more willingly and more freely.” There, in that pre.
amble, is the whole point of insurance, I think there are two things which have
done more to develope civilization and to build up countriesand {owns and cities
than any ather two things in the world; and these are, the disco of the
mariner's compass and the system of instrance. I can hardly thinkmgn this
country would ever have been settled, in the sense we understand settlement, if
it had not been for the protection given by insurance. But the subject is too
vast, and I have not sufficiently considered it to present it to you with such com.
pactness and force as it deserves, as must therefore give it the go by,
t to allude to this fact, that fire insurance is es y of advantage
to this country. Would Chicago ever have been built if it had not been
for the protection given by fire insurance? Who would invest one or two hun.
dred thousand dollars in a building, and $ill it with merchandise, if there
were no insurance? Could another siate be settled and admitted into this
union if the system of insurance were put an end to# Who would build an
elevator, or 2 mill, or any of those structures which have become absolutely ne-
oessu{ to our civilization, if they could not be protected against loss by fire? I
think I am justified, in some degree at least, for my respect for the business in
which I am engaged, and the views I entertain of its importance. In the first
beginning of the system of insurance, it was done without the intervention of
companies, There were no corporations, no associations of individuals as such.
But there was agreement. When a ship went out to sail to the new world, or
a building bad to be covered, men wrote their names under certain amounts
to secure it from loss, as John Smith, 250 pounds, William Brown, 500 pounds ;
they were under writers, and hence the name. That practice was introduced
into this country, but we soon found that for this country, it was necessary to
have associated capital to carry it on. And I think there is a great advantage
in this method, use we can kmow exactly the responsibility of a com-
pany and their ability to pay, and it would be very dificult to de-
termine the responsibility of an individual. Besides which, even the wealthiest
men in the community would not he very apt to enter largely into the busi-
ness of fire ingurance when the fortune of an Astor might be wiped out in
a single night. Consequently, we must have corparations for these objects,
and we claim that we are doing our full share towards the building up of this
country and its advancement and prosperity. We are met, however, on the
part of the legislatures of many of the states with acts indicating that insur.
ance companies do not confer any great advantages upon the eommnm;}y; that
they shonl.l);nl-;e restricted and hampered, and taxed heavily. My view of thatis,
that if for any reason insurance companies are not to be treated as other capital-
lists are, if they are not to have the same rights, then they ought to be suppress-
ed altogether. And I wish that one state would go s littfe further then any state
has yet done, and shut out insurance companies altogether. What would be
the result of that? It would be found, in the first place, that the mercantile
business of that state would be very much affected. The merchants would
find those from whom they wanted fo buy saying to them: “ We are willing
to trust you but we want to know if you are insured. We cannot trust
without,”” And ifs mill or other structure was to be built, capital would not in-
vest in it if it could not be insured. There is a jealousy, and there is no use in
disguising the fact, on the &zrt of some of the states against the eastern compa-
nies, from the impression that we are deriving & large profit by this insurance
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business, and drawing money from the other parts of the country to enrich the
east, and New-York in particular. Let us look at that for a moment. I never
found any state yet where that view pre-eminently prevailed but that state drew
more money from the insurance companies of the east than they returned toit.
Now you can better afford, many of you, gentlemen, to have us do your
insurance for you, than to do it for yourselves. In 1849 and 1850 there
W8S Nno insurance comémny in New York with a greater amount of capi-
tal than $350,000, and the whole amount of local insurance capitai in
this state was not over $10,000,000. Since that time New York has be-
come the monied centre of this continent, and money has lowed in in
such a degree that, you can, in Wall street, borrow on a temporary govern-
ment security for 3 per cent, and any investment that promises 6 or 8
per cent is eagerly sought for. I have no doubt at all that an insurance
company could be got up in New York in one week, with teh millions of
capital, paid in, if it could be guaranteed 8 per cent dividends. Since
New Yourk has become this monied centre companies are formed here
with a capital of $500,000, and up to two and a-half millions, Now,
why don't you have such insurance companies out west; simply, because
you would withdraw money which would be used for your railroads and
other improvements, and lock it up, receiving only about 8 per cent for it,
while you can use the same money in developing your material resources,
and receive, at least, 20 per cent. It is upon the very same principle
that you grefer to buy tea from the Chinese, rather than raise it in Wis-
consin. By and by, when {ou get to be rich, and have surplus capital,
you can form companies as fast ae you want; but till then you can insure
cheaper upon eastern capital. Yet such is the prejudice that ene of the
western states has passed a law that a company before coming into the
state has actually got to sign a bond, that it will not appeal any case to
the Supreme Court of the United States. -

A DELEGATE—You are mistaken.

Mr. Savace—I am not mistaken, for I signed a hond of the state of
Wisconsin myself, and I did so with the determination to test the legalit
of that law should occasion arise. As a citizen of the United States.
claim that Wisconsin has no right to deprive me from appealing to the
courts of my country. Comganien of the different states should be
aliowed to enter other states freely, and all should be left to compete
with each other, as if we were in fact, as in name, one family. I do not
think that any superintendent in the United States should be charged
with the responsibility of the good character of dvery company that
seeke admission into his state. The endorsement of the superintendent
of the state in which the company is born ought to be sufficient. There
is a broad and generous rule of reciprocity mnnintﬁ through this Eosition,
that I think ought to be seriously considered. I thank you for the attens
tion with which you have listened to me.

Mr. SAvVAGE, after closing, rose again, to say that he had been re-
quested to state that in Kentucky the XEtna, of Hartford, worked thirty-
one years before she got ahead; that in Missouri for twenty years the
state was on the debit side of the ledger of the company; and that plenty
of other similar facts could be brought out. They exist in abundance.

RESOLUTIONS ON INVESTMENTS.

Mr. Row offered the following resolution:

Whereas, The laws of several states require insurance companies to
make investment of funds anly in the state where organized; and, where-
&8, such enactments tend to increase retalistory and aggressive legis-
lation;

Run;l-ued, That such restrictions as to investments are unwise and
unnecessary, and that freedom to make safe and profitable investments
in any or all states be allowed.
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The resolution vas referred to the committes on weets and investments.
Mr. Painz, the chairman of the committee on assets and investments,
presented the following report from that comtmittee : :

REFORT OF THE COMMITTEE. ON ASSETS AND INVESTMENTS.

In defining the assets of insurance companies to be included in their an-
nusal reports to the insurance departments, there is no objection to the
usual items of cash in office, in bank and on depoait with trust companies,
United States, state and municipal bends or securities, and bonds and
stocke of banks and other corporations of an undoubted character, (ex-
cept insurance companies), real estate in fee, loans on mortgages of
real estate and on collaterals, care being taken in all such cases of security
to have an ample marﬁin of value over and above the sum loaned. The
committee do not au this time propose to prescribe the absolute limita-
tion of the several items named, further than to designate the classes,
as has aiready been done.

‘¢ Office furniture and fixtures " are assets to their actual cash vealue
as marketable commodities, and no further. Blanks, stationery, and
other articles purchased for the company's own use; also leases of real
estate for the company’s own occupancy are not to be regarded as assets.

Loans of all kinds, having the security of nitmes alore, although in all
respects good bankable paper, including * cail loans,” bills receivable,
memorandum checks and accomodations, the ‘committee believe should
be entirely disregarded by the insurance officer as assets. A single excep-
tion should be made in the case of maring companies, which by the
usnie of all communities, receive payment for premiums in the notes or
bock charges of the insured. -

To the extent now indicated, and with the limitations suggested, it is
believed the legisiatures of the several states should conform their action
without any limitation of state lines in making the selection. The beet
interests of the companies, and justice to the policyholders in other states,
all seem to demand the adoption of this rule.

* Commuted commissions™ are but another name for the purchase
of contingent liabilities, at a discount, and should not, therefore, be
regerded as assets,

remiums payable by future charges against the company ere simply
disbursements made in advance, and not asseés.

Premium notes and loans on life policies in force on interest, being a
portion of the premium due for policies actually delivered, covering the
whole term of the policy valuation, and thus issued for & full and val-
usable consideration, are, in the opinion of your committee, assets to the
valued smount of the respective policies on which they are issued,
the security being ample, and like other investments, bearing a cash
income of interest.

Life premiums in process of collection, including those in the
hands of agents, frequently entered as ‘‘cash in hands of agents,” may
satisfactorily be disposed of as follows: Theee are mainly premiums on
policies or renewal certificates sent out to the agents for collection, and
which on the 31st of December, have not been accounted for to the home
office. Very properly, these appear on the books of the company as
items of charge or debit against the agent. Asa matter of bookkeeping,
the entry is proper. It is to be remembered, however, that the agent is
in the glace of the company, and the real atatus of the latter is not
changed by this transfer of the collection from the home office to that of
the former. The true method of treating the item is very plain. As no
company is required to make its return to the insurance department for
thirty or sixty days after the end of the previous year, an abundant time
is given for the ascertainment of the true state of the business in the
agents’ hande at the end of the year. Let this opportunity'be improved
and the true resuit appear in the statement.
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And then let thie actual state of the account between the agent and the
company be adjusted, so that no * cash " shall appear to bein his hands
except such a8 the company has a right to,  All this can be readily done
within the time specified, and the actual state'of the business in this
particular be reported.

This course will necessitate a change in the valuation of the policies,
as none will then be taken into account which have not been
actually delivered, in case of new policies, or which have not been
renewed, in case of old ones. Consequent-on this, will follow a disa
pearance of that vastly prejudicial item of ** policies terminated” of the
““not taken” designation. A new element of truth and consequent
strength will be thus secured by annual eettlements with the agents,
and & greater efficiency in the collection of premiums, and the actual
financial and business character of the company be more truly made
known to the publie.

“Office premiums” are of the same character with many of those alread
treated of “‘in the hands of agents.” They are understood to be suc
premiums as are to be paid at the home office, which by the -terms of
the policy are over-due, but within the term of “grace” which the
company are willing to allow for these payments. If the grace is by
righk? under any condition of the policy or provision of law, it is as
much a part of the term of credit as any other part of the time allowed for
E?yment; and hence is in the category of premiums not yet over-due,

), on the contrary, the company are under ao legal obligation to receive
the premium, it being over-due, it has no more right to enter the item as
an aseet, than it has any other over-due premium payment, however great
may be the expectation of its being redeemed. enever the payment
in such case is made, it is a transactionof the time when made, and makes
its appearance amaong the other contemporaneoue receipte and income
of. the company. Itfollows that the whole item should be rejected, no
entry to be made until the cash is actually received in the one case under
the ¥ grace ” contracted for, and in the other under the * grace” which
the company graciously grant.

4 Defer premiums ” are also to be disposed of in very much the
same way as already indicated above. These are unpaid premiums, due
for more or less of the term covered by the policy valuation, the credit
given being a part of the contract, and, of course¢, binding on the
coOmpany- :

As the company is charged in the valuation with the liability as a
paid-up policy for the year, It ie very clear that it should have a carres-
ponding credit given for the portion of the premium remaining unpaid.
The exact method of accomplishing thie would be to make the allowance
at the time of the valuation, and report only the balance as the actual
value of the palicy or liability of the company. If reasonably practic-
able, this would be the prescribed rule, thus taking the whole item of
“ deferred premiums ” out of the list of ‘ ansets ” and correspondingly
reducing the policy liability. As the actuarial work would be thus
greatly increased to a burdensome extent, & substitute bringing us to
substantially the same result, mar be adopted by the introduction of the
item named. The valuationi or liability charge having been made to
include the unpaid premiums spoken of, a credit is to be given therefor
to the same extent as that liability has been thereby increased, but no
farther. The premium deferred is not, however, its true measure, This
embraces a ‘*‘loading” for expenses that have not entered into the
valuation usually about one-fourth its amount, and this should be,
of course, deducted from the whole premium, and the balance passed
to the credit of the company as an offset to cancel the excess of valu-
ation. For convenience, the credit is to be made on the credit side
of the account, among the items of asseta. Itis not in any sense an



70

“‘ageet® or to be regarded as such in any other light than to reduce
the apparent liability of the company as charged on the opposite side
of the account. For this purpose alone it is a gwaess aseet, with this
limited quality, having no intrinsic value. The conclusion is thus
reached, that the actual amount of deferred premiume on policies
legally in force for the term covered by the valuation less the ¢ loading,”
should be allowed ss a credit to offeet the debit of overcharge in the
item of value liability, but that it should not be for any other purpose
regarded as an asset of any value. The actual amount to be deducted
for this cause must be calculated for each company separately, accord-
ing to the extent of its *‘loading.”

To present with more certainty the exact state of the companies’ af-
fairs, it is suggested that the valuation should be so made as to present,
in distinct sums, separately, the amounts respectively charged for liabili-
ties on those policies which have been fully paid up for the year, and
those on which the premiums are more or less deferred. But, as this
comes more proper iy within the province of other committees of this
convention, nothing further is added to this euggestion. .

The following compend presents & view of the conclusions arrived
at by the committee defining the assets and investments of insurance
companies :

t. The various items of cash, stocks, bonds, real estate, loans on mort-
gage and collaterals, coming within the general description of first para-
graph of this report. -

2. Furniture and fixtures to their actual cash value, as marketable
commodities. :

3. Cash in agents’ hands and in process of collection or transmission,
to the amount actually received on or before Dec. 31, as ascertained and
determined subsequently to that date, before making the annual state-
ment.

4. Premium notes and loans on life policies in force on interest, not
exceeding the amount charged against the companies in their liability
for the policies respectively.

5. Deferred premiums on life policies legally in force to their full
amount, less the * loading " for expenses, for the sole purpose of can-
celling an equal amount of the liability with which the company is
char%d in the policy valuation.

6. But leasehold estates for the company’s own occupancy, commuted
commissions, loans secured by names alone (exce‘pt tarine premiums,)
blanks, stationery and other articles purchased for the company's use
in the transaction of its business, are all to be rejected as ussets of any
value in judging of the true status of the companies.

Respectfully submitted,
Arsert W. Paing, Chairmasn.

Mr. PAINE moved that the report be laid on the table, and be considered
in committee of the whole in the afternoon. Mr. Paine also expressed
& hope that the reporters present would observe that it was a mere re-
port of 2 committee-—not a document endorsed by the convention as yet.

Mr. K21LseY moved that a sufficient number of this and all other
re%orta be printed for the use of the members of the convention

ome discussion was had on the gubject of the accuracy of the reports
of the proceedings of the convention in the daily papers, the result of
which was that the reporters were understood to be requested to be care-
ful to note that the report made by Mr. Paine was a mere committee
document.

Mr. KeLseY's motion was then carried.

Mr. PAINE moved that the committec on blanks be instructed to inquire
into the expediency of calling for the items showing the particular busi-
ness of the companies in the different states.
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Referred to the committee on blanks. :

Mr. Noyes moved that the chairmen of committees, as fast as reports
were prepared by their committees, be authorized to have them printed,
without waiting to present them to the convention.

Carried.

The PRESIDENT announced that the hour (half-past one) at which the
dclega&:.el were invited to visit the Equitable Life Assurance buildings had
Arrive

Mr. K2LsEY moved that the convention adjourn to meet in executive session
' at the Fifth Avenue Hotel, at four P, M.

Carried.



FIFTH DAY.

New Yorxk, Aay 29, 1871.

The convention assembled at 11 o'clock, A. M., the president in the
chair. :

There being no objection, the reading of the minutes of the last meet-
ing was dispensed with.

e PrEsipeNT—This morning was set apart as a time when the
representatives of foreign companies, doing business here, would be
received in the convention and invited to communicate their views.
Representatives of those companies are present, and we shall be glad to
hear from them.

ADDRESS OF THE FOREIGN CoMPANIES.

Mr. E. W. CrowzLt, resident manager of the Imperial insurance
company, London, was then introduced, and said:

Mr. PRESIDENT AND GRNTLEMEN OF THE CONVENTION :

In behalf of the foreign fire insurance companies, which I will for a
moment represent, I desire to thank you for the gpomnity offered
them to very briefly communicate with you upon this occasion, and
exprees to you their views upon one or two points which have not been
alluded to in any of the reports which have been brought before your
body. The communication will be brief, for the reason that the ground
covered by the fire insurance companies represented by the committee

from the New York Board of Fire Underwriters has been, in our’

opinion, gone over ably, clearly, and lucidly; and most of the points in
which we are interested as foreign insurance corporations has been
treated upon by them. :

There are, however, one or two points which are essentially important
to us, though not necesearily so to them, that we desire to communicate
to Fou upon this occasion. .

desire at the outset to say that the six foreign fire insurance compa-
nies doing business in the state of New York are all represented by
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your own native American citizens. Their interests are confided to
your own pechble, and therefore, the managers of those institutions fee}
that they have not only a duty they owe to their principals on the other
side of the water, but a duty which they owe to your own people, of
which they are a part, in protecting the interests that are coanfided
to them—the interests of those who seck protection by the immunity
and indemnity which their policies afford. .

We aleo desire to say that we wish, in all cases, to present exact and
perfect statements of the affairs and condition of our respective compa-
nies. We desire that the inquiries should be searching, and we concede
to you the entire right to require that those questions shall be thoroughly
and perfectly answered.

We alsc say that we desire to comply with any laws that are not in
themselves oppressive or severely discriminating, that the different
states o_f our union may seek to pass with reference to our respective
companies.

e also desire to say, that we recognize the right and the duty and
the propriety of your requiring from foreign corporations a deposit, in
this country, of a certain amount of their assets which will be a guar-
antee of entire security to American policyholders, although those
requirements are not extended to American companies secking to' do
business in those states in which their company is located and where it
wis created.

‘We also say, however, thatany foreign company, not willing to make
a proper deposit of a portion of these assets in this country—seeking tb
do business in those states which do not require them and not in those
states which do require them—should be looked upon with great suspicion,

‘We endorse fully those opinions which have been advanced in the
able report of the committee of the New York Board of Fire Underwri-
ters with reference to deposits. We aleo endorse those opinions that
have been advanced by the Chamber of Commerce, upon that subject—
the distribution of deposits, the regulation of the assets of companies.
And this applies with equal force to the deposits which may be
rcq'tl:ired of foreign fire insarance companies, hilst we admit your
right to require, and whilst we express our willingness to make deposits in
your states, we ask that it shall not be distributed—that it shall not he
scattered, and that it shall be kept intact, altogether, in that state where
its headquarters is located, and where its principal coffice or branch is
located in the United States.

With reference to the requirements for good laws, we will sany, that
good companies invite the most stringent legislation and the most
stringent laws with reference to insurance companics. It is only the
weak companies that desire to avoid these stringent laws and those
stringent investigatione.

With these prefatory remarks, which I have here offered, thanking
you again, gentlemen, for the opportunity afforded us of presenting our
. communication, I will now introduce Mr. Blagden, the associate
manager of the North British and Mercantile insurance company, who
will read to you the communication which we have to present to you.

Remarxs or Mr. SamuerL P. BLAGDEN,

. MR. PRESIDENT AND GENTLEMEN of THE CoNVENTION—It {8 quite
encouraging, sir, for a young man, coming among those to whom it is
imfossible that he should be known, to be introduced by one who is of &
well established reputation, and who is well-known to moet of you.

I desire, in behalf of the foreign companies, to express to you, sir,
the honorable president of this convention, and to you, gentlemen,
who have come, mm.{)zf g'ou at great distances, to attend as delegates,
our sincere thanks. ubtless you have, some of you, come at great
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inconverience to yourselves, for the go_od of the insurance departments,
and of the companies, and of the public at large. .

There is nothing for me to add to what has been so well said by the
gentleman who has preceded me, and without referring to anything fur-
ther, than to express & wish, that st your next convention there may be
present delegates from the other side of the ocean, I will read the com-
munication addressed to Hon. George W. Miller, president of the ingur-
ance convention.

To Hon. Gro. W. MILLER, President Izsurance Convention

DeaAr Sir: The foreign insurance companies have the pleasure to
address the convention upon points of great interest to themselves which
were not referred to in the very able report of the committee of the New
York Board of Fire Underwriters.

It is the desire of our companies to furnish full and satisfactory
statements to the various departmente as promptly as the nature of the
case will permit; the supplementary statement of the business in thia
country can, of course, be made at the same time appointéd for American
compaties, but the delay necessary in order to hear from the various
agencies in different parts of the world, renders it impossible to make
the foreign statement of the entire business of the company for the year
until about the first of July succeeding, and we would respectfully
request you to take this fact into consideration and arrange the time in
accordance therewith,

‘We have had occasion in past years to address some of the depart-
ments on this subject, and desire to express our thanks for the considera-
tion shown us by the several officials at the head of the same,

The only other points to which we would especially allude, is the very
important question of deposits which was very fully considered in the
report of the committtee referred to above, all the arguments advanced
therein apply with like force against the separation of the assets of
foreign companies. .

We desire to have such funds deposited in such a2 manner as will best
gecure the policyholders, and would suggest that if placed in the hands
of trustees, citizens of the United States and approved by the head of
the insurance department of the state in which the principal office in
this country may be located, as provided in the taw recently passed by
the New York state legislature, this end is fully attained.

The business of the foreign companies has already induced the invest-
ment of upwards of $6,000,000 c:gital in this country; in retyrn for this
all that can be expected, and all that is asked in their behalf, is that they
may be subject to the same laws and entitled to the same privileges as
the companies of this country. ‘They cheerfully pay allcharges and taxes
for which such companies are liable, but they respectfully protest
against discriminating taxes and laws to their detriment.

They claim this position with the more assurance, because the fullest
liberality is granted by the English government to American companies
doing business in that country, where they are placed on a precisely equal
footing with the home companies, and no deposit whatever is required.

Asking your kind consideration of these points, and your cordiul co-
operation in our efforts to have this fair and just equality established
throughout the different states, we are, gentlemen, with high regard,
very sincerely yours, (Signed,)

ALvrEDp PrLL, Liverpool & London & Globe Ins. Co.,

A. B. McDoNALD, Royal Ins. Co., of Liverpool and London,

Wui. H. Ross, Queen Fire Ins. Co., Liverpool and London,

Sam, P. BLAGDEN, N. British & Mercantile Ins. Co., London & Edin’gh,

E. W. CrowzLL, Resident Manzger Imperial Ins. Co., London,

ALLIGER Bros., Gen, Ag'ts Commercial Union Ass’nce Co., London.
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Mr. BRINKERHOFF—I move that the communication be received, and
that it be referred to the committee on deposits. I believe that that is
the only committe especially interested in that report.

There being no objection, the communication was so referred.

The PrEsIDENT—I would call upon General Smith, the chairman of
the committee rppointed to wait upon the ex-officers of state insurance
bureaus of former years, and to invite Mr. Barnes to a seat in this
convention. ’

Mr. SmiTH—I can inform the convention thatthe committee waited on
Hon, William Barnes, and were informed that he was out of town at
that time. He is now present, and I have the honmor of intro-
ducing him to you.

' SprEcH oF HoN. WILL1AM BaRNES.

Mr. BArNES was received with applause, and spoke as follows:

Mr. PRESIDENT AND GENTLEMEN—Your honored president suggested
that he did not know whether or not I was prepared for a speech on this
occasion. I can report to him that I have no speech at all to make, and
am not prepared to make any upon any particular point connected
with your session, or with any question that may arise here. I am
thankful for the honor which you conferred upon me, through Gen.
Smith, in inviting me to an honorary seat in your convention. You are
all weli aware that one who has spent more than ten years of the best
working years of his life, npon this subject and upon the questions con-
nected with it, cannot look upon your deliberations with anything except
a great and lively interest. .

%ri::teen years ago, this summer, Mr. President—through an honored
gentleman, now deceased, one of the most efficient officers that the state
of New York ever had in any department—I had the honor of being ap-
painted b{'the comptroller to examine the Webster Fire insurance com-
pany, of the city of New York. That is now sixteen years ago this
summer—in the summer of 1855. I appeared in a very modest and un-
pretending manner, with my litile carpet-bag, in Wall street; the
denouement and subsequent history I will not take up your time to repeat.
To all who are interested in that subject, of course, it is a matter of his-
tory. Suffice it to say that the company was found to possess only a
very small portion of the aesets which they represented. This operation
was repeated, month after month, during the summer of 1855, until six
fire insurance companies were examined ; and some of them, with:
$200,000 capital, only had $4,000 or $5,000 of assets. These six com-
panies, month by month, were turned over by the attorney-general and
the supreme court, and all dissolved as fraudulent organizations, In
the fslrof that year the native American erty came to power, and my
distinguished friend—who I am very glad to see represents California
in this convention—took charge of the insurance interests of the state
of New York, and executed his duties with ability and efficiency.
Subsequently, a general commiesion was appointed, of three individuals,
to whom [ will not now allude, to .examine all the fire insurance com-
panies of the state of New York—nearly all being comprehended in the
city of New York—and made a special report in 1856, with which gen-
tlemen in the fire insurance businees are familiar,

I beg leave, Mr. President and gentlemen, on this occasion, as [ deem
it not inappropriate, to allude to the very able and distinguished services
of three gentlemen who were at that time connected with fire insurance,
and to whom, to a great extent, the success and the results of my.labors
of that summer were due. I allude, Mr. President and gentlemen, to
Mr. George T. Hope, president of the Continental, Mr. Edward A. _
Stansbury, and to Joseph Hoxie, now deceased. These three gentle-
men, mainly, took the onus and responsibility of advising the comp-
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troller to make these examinations; and itwas upon the strength of these
three men, who put themselves into the breach at that time, that these
axaminations were made, and the efficient mechanism which afterwards
prevsiled in this state, subsequently so perfected, by which our fire in-
surance interests were put upon a sound and reliable basis, was adopted.
I do not know that I have ever had before an occasion to make this
public acknowledgment, but it is one which is eminently due to these
gentlemen, and one for which I confess great gratitude during the last
sixteen years, One of those gentlemen is now deceased, and I can well
recollect, perhaps to a certain extent, the turning point on a fire insur-
ance examinstion, in reference to a particular company, that I consulted
him upon his opinion as to my duties, and the public interests, in con-
nection with that company, and I very well recollect his emphatic re-
sponse waa: * Do your duty under all circumstances. If the compan
is to any extent fraudulent, it ehould be entirely dissolved, and turne
over to the supreme court and the attorney-general for dissolution.”
And that policy was adopted in all of those cases. Subsequently, in
1860, the New York department was established, mainlyin consequence
of thase examinations in the summer of l855, and almostsolely on account
of and for the benefit of the fire insurance interests of this state.

Tam verg happy, Mr. President, to find, I believe, from 18 to 2o states
represented here, cither having separate departments or separate
officers charged with the control of the insurance interests of their states.
Irecollect, I felt,in connection with mybrothers in Massachusetts, that we
were exercising a somewhat extra territorial authority, being superintend-
ents of the states of New York and Massachusetts, in covering the whole
United States by our juriediction. And, during the whole period of my
official term, I encouraged, to the greatest extent possible, the creation
of the departments in the other states, and the release of the jurisdiction
of the state of New York and of Massachusetts, over the United States.
It is, of course, entirel‘y lain, and upon which there can be no contro-
versy, that, ac far as rights are concerned, the state of Rhode Island, on
thie subject, has precisely the same righte as the state of New York, and
the state of Nebraska the same rights as the state of Massachusetts.
During this time—the period of my official term—J was buoyed up in
the performance of my duties, which I attempted *° to perform on all oces-
sions without fear, favor or affection,” or regard ‘to state lines, or indi-
viduals in any respect. In view of the wonderful growth of the different
insurance interests of the state of New York, fire and life principally,
not eo much marine, which was stationary, the jurisdiction of the
department was subsequently extended to life and marine companies.
And, Mr. President, I know that it will be your pride to build up the interests
of gour respective states in this respect. Our growth, our situation, our status
and our reports to our companies are altogether beyond the insurance compan.
ies of any other country in the world. No country in the world has companies
as sound, as reliable and which make as perfect statements &s the insurancecom-

ies of the United States. How has it been done? It has been done b
onesty and by fair and square dealing with the public all through, and wil
everybody connected with their interests, And on no other princnpfe than on

that of honor and exact justice to the public, between the states, can this
interest carry on and perfect the status which is existing at the present time.
It must be an actual growth; it must be a normal growth and the public will
recognize and give us that status to which we are entitled, in the long run.

Notwithstanding my persistent efforts, and the persistent efforts which were
made by the Massachussetts department, and by other departments which
were organized year after year, and, by the companies, to introduce this interest

- in such a way as to be recognized b public and by the constitution and laws,
ithas been a slow process. To-day in the state of New-Yaork, the office of
superintendent of the insurance department is nothing but a creature of » statute.
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Itis not yet a constitutional state office in any state in the United States, Ih

to see the ime when this office will be recognized in the constitutions of the
different states, not only in our own state, but in other states. I allude to this
parely for the reason that there are other immense corporate interests throngh-
out the United States, There are other corporations—trust, banking and rail-
road corporations—that are growing up, which, 10 a certain extent, are in
competition with the insurance business; and, in order to get this recog.
nition from the public, the deparboent must be conducted with integrity, wi
ability, with persistency, and the continunous labors of years are still neces-
sary before the office of superintendent of the insurance department of the
state can be put into a state constitution, and be recognized as one of the ne-
cessities and the requirements of our modern system of insurance,

The legislatures of the different states can, by a single edict;-wipe out every .
:il:fle insurance d ent in the United States, and the insurance companies

the insurance departments must advance our interests, our peculiar inter-
ests, in hermony with the general interests of the nation, and the interests which,
to a certain extent, may conflict with them. I hopeto see the interestsadvanced
in that direction, I have no doubt they will bein the different states of the
anion, but we have not accomplished that object yet. .

I do not feel, Mr. President and gentlemen of the convention, that the com-
panies have an entire right to control insurance Jegislation, I do not fee] that
the insurance superintendents of the different states have an entire right to
control the insurance legislation of the different states. It is only in harmony
with the oo&n;ﬁ_anjes and with the general Kublic interests that insurance legisla-
tion in the different states can be established upon such a basisas to be perma-
nently maintained throughout the union asa fixed fact, and as & fixed legislative
policy in the different states of the union, Itis exceedingly detrimental to the
public interests and to the interests ot the de&anments to have laws

sed year after year, ip different states, that are in direct com-

ict witi each other, and ir conflict with the legislation of that

state. If I miight be allowed to makesa suﬁgestlon hére, Mr. President, I
would suigest that if the various gentlemen here can harmonize upon a single

int, as ing desirable in all the states of the union, and accomplish & uni-
ormity of legislation upon that subject, the cbject of the convention, so far ag
the public interests are concerned, will have been futly paid for and be appre.
ciated by the public if you harmonize on a single point. 1 do not mean to sa
that entire harmony can be had in the different states of the wnion upon
points connected with insurance. QOur states are different states in their inter-
ests and feelings, in their views and wishes, to a certain extent, ¢ liar
advantages of our form of government to all our people of the United States is
this independence of the different states, and the independence of the indi-
viduals in the different states, acting in harmong altogether for the benefit of
the public and for the general interests of the whole country.

Ibeg pardon, Mr. President, for consuming 50 much of your time. The dif-
ferent points press upon me relating to this subject, but they are wholly in a
crude state—not arranged in any form for speaking upon any particular topic,
or m reference to any particular question. I can only say that you have my
best wishes for the result of your deliberations, such as I have no doabt you

" will arrive at, in the main, upon the various questions which will be submiftted

to you; and that, if it is possible for me to render you any aid or assistacce in
any way, I shall be very happy to do it in the course of your session. Of
course, my peculiar duties—my special dutics—at the present time are in rela.
Hon to one company, and those must be controlling, And it is hardly worth
while for me, or perhaps highly desirable, that I should regularly participate in
your deliberations. anking you for the honor conferred upon me, I am very
much obliged for the attentive hearing which you have given me, and will have
the pleasure of visiting your meetings as frequently as is consistent with my
other duties. (Applause. .

I need not say that I Yook with pride and pleasure upon the success of
any insurance superintendent of this, or any other state, and of any insurance
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companieg—=fire, marine, life, accident, or any other—in their future career
and future progress. I feel that in all these interests we ought to strive
towards greater solidity and entire soundness in our institutions, and that in the
fire, in the marine, and in the life departments, it tay be worth while for ysall
to consider the expediency and the ‘propriety, in addition to all the debits which
may be regularly put into companies’ statements on the side of liabilities, that
the companies adopt the form, pursued with tﬁuﬂ success in Great Britain by
companies like the North British and others, of creating an extraordi-
nary surplus resérve to meet contingencies, in addition to the ordi-
nary surpius that is divisible, that shall not be divided at all. Our country
is growing. We are ﬁ_::ﬁng to be an immense nation=-the preatest
nation on earth, and powerful—attracting the notice of the whole world. How
are the insurance companies going to maintain their status, their growth and
their position in the United States and throughout the world, except by inicreasin,
strength—increasing solidity? How are you going to get this increase o%
stren, e:::{:t by having a permanenily undivided surplus? You cannot do
it. Your estate is rising. The wealth of the country is increasing. Men
will insore their lives for larger amounts in the futore as onr country grows.
And how are we-going to meet these complications except b&rpresenh'ng £rrays
of figures and of sclid assets in all these departments? We candoitin no
other way, I have seen fire companies managed with the most perfect economy
and with the greatest skill, whose history for twenty years has been that of
entire financial success, who have divided all of their profits, and distributed
them to their stockholders, with the same amount of capital that they had 50
or 75 years ago, and with perfect management, decline simﬂ{ because they
are not growing in strength. If you skin down your assets alt the time, you
have no reserve to trade upon all over the country; when we accumulate these
exiraordinary surplus reserves all over the country, then we shall maintain our
statas with the tg:blic. I am free to say, from the connection that I have
had with them, that no institutions or corporations in the world are managed
in the main with as much fidelity and s much honesty and as much regard for
the public interests as the insurance companies. In no other way can we, how-
ever, retain the rank and the statns which we even now hold at the present
time, except by the adoption of this process.

I beg pardon, gentlemen, for consaming still further time, but I have been
so impressed with this idea that I have desired, on some occasion, to express it
and express it in an emphatic manner, as an absolute necessity to the object
which we have in wishing our insurance companies, in their various depart-
ments, to maintain this leading rank as well managed corporations throughout
the United States.

Mr. President, if you will excuse me a few moments further—during the
last two or three months I have had the privilege—although in a position nat
exactly fitted for travel—to visit some ten or fifteen states in the union, and I
have never been so impressed with the great fature of this countryas I have been
in those visits, You, gentlemen, fire underwriters and others, who have visited
these different states, have seen these things heretofore, I think the futere
interests of this country,and the future growth of this union are illimitable; so
with the corporations and the varicus interests. What we want is the most
skilled and the most educated, the best and the most reliable persons that we
can get in charge of these various interests; and with these, thr:j:uwth of the
insurance companies of the United States of America will out- , as they do
even at the present time, those of any other country on the globe, (Apj e.)

Mr. SKkeeLs—I am prompted by some of the remarks of Mr. Barnes, in the
carly part of his address, to suggest something of an historical nature in_addi-
tion to what he has already said. My connection with thr system of state
supervision commenced ander the "old system in the comptroller’s
omd my earliest recollections are of overhauling the reports made
by Mr. Barnes of his examination of the Henry Clay, the Wall Street, the

ebster, the Consolidated, and a number of other insurance companies; it wag
shown that the investments of these companies, in many cases, were of mort
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on real estate, something like half a mile cut in the harbor of New-York,
onder water,—lands totally valueleds. In one case, it was shown that a com.
y reported a capital of $150,000, and ita ed that the money had been
med om a broker for three days, for which was paid $1,000 a day, which
funds were exhibited and swomn to be the property of the company, and apon
such evidence the charter was obtained. Such were the character of some of-
the corporations with which we had to deal, and my mind was very much im-
ressed with the mecessity of & more thorongh supervision of the insurance
interest. In pursuance of these views, I visited New-York, after retiring from
the position I had held, and introduced the subject of an insurance d: ent
to two of these gentlemen whom Mr. Barnes has named, Mr. Stansbuory and
Mr. Hoxie, for laying out an insurance de&arunent and getting a law passed.
The underwriting mind in New-York was then fortunately ripe for such a sug-
gestion. It was agreed dpon, and in less than three days, the draft which.
made for the proposed insurance department law, was approved by the com-
mittee of the Board of Underwrilers, Messrs. Ho Stansb and Hoxie, -
and armed with letters of introduction to senators and members of the legislature,
1 went to Albany and started the bill upon its pusaie; The law was passed
after something of & s ¢. When it had reached that stage, in the course of
legistation, which re its passage certain, the question was first broached
as to who should be superintendent. I mever shall forget the words of Mr,
Stansbury addressed to Mr. Hoxie and myself, ** Gentlemen," he said, ** we
wont a man who can put the knife in up to the hilt and turn it round until it
has disemboweled the rotten corporations which has so long disgraced cur
business; that man is-William Barnes.” How well that opinion was founded
is borne out by the fact, that hardly any other name was mentioned for the
position; and how well Mr. Barnes filled it, the fifteen or twenty volumes of
reports which he issued bear ample testimeny.

THE QUESTION OF ADJOURNMENT.

Mr. CAULDWELL moved, that when the convention adjourn, it be to meet, in
executive session, at the Fifth Avenue Hotel, at 3 o’clock. Carried. )

Mr. Row moved, that the various committees to whom subjects have been
referred, be requested to repott the same to the convention to-morrow ; and that
this convention adjowrn on Thursday, June Ist, to meet in New York city on
the third Wednesday of October next, to complete the work for which it
assembled,

Mr. ATCHISON, moved to lay on the tsble, for the reason that, tilt the com-
mittees reported, it was premature to pass such a resolution. Carried.

A3SETS AND INVESTMENTS.

Mr. PAINE gave notice, that when the report (from the committee on assets
and investments) presented by him on Saturday came up for consideration, he
wonld move to amend it as follows :

Premioms payable in future services to be rendered, or in any special manner
other than money, are only disbursements made in advance, and are not to be
accounted as asseds.

Mr., PAINE moved, That the practice of reporting items of assets, liabilities,
income, or expenditures, under designations or in classes, or in any manner
not expressive of their true nature, is an evasion that tends to weaken the
confidence of the departments in the correctness and integrity of the whole
repart, and when found intentional, justly exposes the company to suspicion,

eferred to the committee on bln.nis. .

Mr, PAINE also moved, that reciprocal of retaliatory laws were sinful in their
inception, injurious in their operation, and in their nature viclative of the
plainest principles of interstate amily, and in the opinion of this convention,
should cease to exist. )

Referred to the committee on miscellaneous subjects.

Mr. PILLSEURY moved, that Mr. N. D. Morgan be heard on a particular
point at this ime. Carried. '
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Mr, MORGAN, referring to the report of the committee’ on assets and in
vestments, spoke as follows ¢

ADDRESS oF N. . MORGAR.

Mr. CHATRMAN AND GENTLEMEN OF THE CONVENTION:

I wish to detain the proceedina of this convention upon one point
only, namely, so much as may be under consideration by your com-
mittee on assets. To make my point clear, I must begin with the rules
and assumptions which form the ground upon which is built the rates
of premium used in the transaction of the operations of 2 company, I
shal] prees no new principle, for what I shall say is based upon practices
as old as is life insurance itself. What I have to eay to-daywae said six

ears &go, in 4 letter to the Hon. Mr. Barnes, superintendent of the
msurance department of New York, from which I now read. Mr.
Barnes, in his report for 1865, used these words:

“ Valuatione for governmental purposes will, however, ultimately -
have to be made upen the acival premiums receivable by the ditfirent
comganies, deducting an allowance for loading, as may be provided by
aw

Life insurance is a theme that should be a&proached and handled
reverently and discreetly, and, X would add, with a fear of God, for itis
little less thah holy ground; hence, careleganess and ignorance, empir-
icism and charlatanry, should be excluded from its high places.

Now, why should valuations for * governmental purposes ™ be made
upon principles differing from those used in valuing for purposes other
than for the ugl‘overnment? For what purpose are these * valuations™
made? Are they not made for the same purpose that.a merchant takes
an ‘* account of stock,” that he may ascertain his profit or loss, or as
your report terme it, his ‘‘status?” Andwhat is the rule adopted by the
merchant? Does he not inventory his stock at its cost Drice, or, if
depreciated or otherwise, at its then cash value? And his debts, are
they not sct down at their full extent? So with the valuation of the
liabilities and aescts of & life insurance company.

When a life insurance com, sn{ is organized (if properly done), a
“ rule of coest” is adopted, ancf &1l its liabilities are measured by this
rule, not only when the liability is incurred, but in every stage of its
progress, until culminating in its maturity, either at the death of the
persons insured, if the obligation be a policy of life insurance; or at the
time of attaining a certain apecified age, if the obligation be an endow-
ment policy; or from year to year, if the cbligation be an annuity; or
in whatever form the liability may be assumed.

The merchant who buys cloth, measured by a yard containing thirty-
six inthes, and at the end of the year takes an ‘‘ account of stock,” using
a yard contrining but thirt{four inches of equal length, may show on
paper a very prosperous condition. But none will contend that the plan
of  valuation ” is proper or safe. And gret in life insurance, wiseacres
have been found (outside of the sctive life of the profession, I am happy
to know), who would adopt the cloth drapers’ system of measuration.

A vast amount of twaddle is indulged in by writers about **net” and
4 groes,” ¢ loaded ” and * unloaded” ?premiurns, etc. Now, what s
¢ net " premium and *‘ groes” premium

If money was not capable of earning interest, the net premium would
be the sum insured on a single payment, or, if in annual payments, a
sum equal to the annual demand of death among a number sufficiently
large to secure an uniform mortality. But as money #r capable of earn-
ing interest, it is evident that a sum somewhat smaller than the one
mﬁ'cated will suffice to meet the demands as they occur in the same
community. Interest, however, is a fluctusting element in our calcula-
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tions, and can oniy be guessed at. In an old country, like England,
the rate of interest on permanent investment is much below that of this
newer and less developed country. In adopting arate of interest for the
purpose of adjusting the scale of premiums for a life insurance company,
whoss operations and investments are to be confined to the United
Statea, great care should be taken to avoid too high an assumption of
the capabilities of money to earn interest. .

In fixing the tables of rates at which a Life insurance company will
grant policies of insurance, several elements sre introduced into the
problem. They are as fotlows:
- 1. The rate of mortality assumed as that which will be likely to obtain
throughout the territory occupied by the members.of the compan{.

2. The rate of interest at which the funds of the company may be con-
stantly invested.

3. The cost or expense of conducting the aperations or business of the
company; and

4. An element wholly conﬁn%ent and uricontrollable, admitted for the
plirpose of safety, to provide ior loss in investments, excessive mor-
tality, etc.

e first element being fixed as inexorable, we are ready to adopt the
second ; and it is evident that if such a rate of interest shall be fixed
npon as shall be mauck below that which will obtain, a large surplus fund
will be realized, removing the necessity for the introduction into the pro-
blem of the elements 3 and 4. The result would be what is usually
termed the net premium, and the introduction of 3 and 4 would be the
“Joading,” converting the result into a gross premium.

In the arithmetical operation of solving the problem of * what is the
proper annual premium for a policy of insurance,” the *° present value
of the proposed policy or obligation is usually first obtained. This
value must necessarily include the rate of interest gbtainable, and the
elements 3 and 4. The present value is then divisable (for the Puquw
of ascertaining the ‘“‘annual premium ”) by the annuity at the given
age, increased by unity. The quotient in this operation is the **actuak
annual premium.” For the information of those who may not be con-
versant with the doctrine or practice of annuities, 2nd to make more
clear your illustration of the mode of valuation given on page 108 of
your printed report, I would remark thatthe annuity divieor above given
is increased by unity (1), because an annual premium for a life insur-
ance policy is always payable at the degraning of the year instead of at
the end of the year, as in an annuity. An annuity, payable &y a life
insurance or annuity companir. is alwaye a pure contingency, resting
upon the probability that the life will continue for one, two, three or
more years. The annuity or premium payable by the assured 7z a life
insurance is based upon and is the value of a like contingency, augmented
by the certainty of one payment,.and which one payment is represented
by unity added to the annuity divisor.

Having thus adopted a ‘‘rule of cost” for measuring the liabilities
and assets of a life insurance company, and which rule includes the ele-
ments three and four, it is proper to state what proportion of the ascer-
tained cost is represented by those elements.

If the Carlisle tables of decrement of human life be selected, and the
rate of interest fonr per cemt, in order to fix the rates of premium at
about what usuaily is charged in the United States by companies in good
standing, we must add to what is usuzlly called the net premiuma
loading of thirty-three and one-third per cent. By adopting an uniform
rate of loading throughout all the ages usualiy insurable, you will not
fail to remark that the older ages will nay & much larger proportion of
contingent charge than those whose ages are younger. Indeed, so great
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is the disproportion that the rule becomes an absurdity long before the
extreme age stated in the Carlfsle table is reached. An examination of
the following figures will serve to illustrate my meaning. The figurce
in the first column are the ages of the persons whose lives are insured,
each for $1,000; the figures in the second column represent the value of
an assurance of $1,000, Carlisle mortality and four per cent interest of
maoney; the figures in the third column represent the amount of contingent
loading at Jig per cent; and the fourth, the actual single premiumfor an
ol

assurance 1.000, being the sum of the second and third columnes;
20rsssestrrrree savanecarsnsrenasso$255.32+$85.11 = $3qo.4g
Besrser sessrsassssssssnsnsass sone 380894 04.20 = 3771
30sereasrssrssansrrniorerrensy soen 315.384104.40 = 41784
35 rerrtasecrararaneannsnrens seedas ggq.s +314.86 = 450.43
40eeens verrrteanenas v sareen-cesa. 38148412726 = 52-04
48eenesrceictsneadn terasrteveranaes :gos+x39.68 = 2 .73
BOusnsansnsts statcsarasiasontonnas 6.58+:55.52 = 6;;.:0
B ivrerasecasiiisenroceersrerrarees 536,04 4 142,31 = .25
P 589.%-1—:96 = 396.40
65 ecennianns cirisersserirasse. 642.03 421401 = 856
g‘s:...... ..... T 703.49::3;.;9 =:g§§'38
eeaasenas PETTTYTTIT 04 + 2§ = 1,013.
teewsenansirarers saresrancsannes ﬁéﬁ+3668§ = 1,067.54

By this it will be observed that the value of the assurance at the age
of 20is $340.43; at 40, $509.04; at 6o, $786.49; at 75, $1,013-38, the latter
* $13.38 more than the sum of the assurance! If we carry our illustration

up to the extreme age of 103 years, we find that the net value of the
nctual single premium is $o49.21, to which, if we add the uniform rate
of loading, $316.40, we have a single premium of $1,265.61, being $265.61
morethan the sum insured! The error, therefore, is in adoptingan unf-
.form rate of loading in constructing a table of rates for insurance for the
whole term of life.” But inasmuch as the rule of uniformity has been
adopted, and incorporated into the organic formweia for computing the
premiumes, it is proper that in «ll swbseguest valuations the same rule
should be applied, however pbsurd may be the mathematical result,
inasmuch as the disturbance of harmonies is on the side of safety.

This brings us to 2 consideration of the term “ re-insurance” or
“regerve fund.” Re-insurance or reserve fund is that sum of money
required to enable one life insurance company to re-insure all its obliga-
tions in another life insurance company of equal responesibility, charging
the same rates for insurance of similar risks.

For the purpose of ascertaining what that sum is, are the valuations of
the linbilities and assets of a life ineurance company periodically made.

Inthe foregoing I have endeavored to show what is the proper *rule
of cost” wherewith to measure the extent of the obligations of a life
insurance mmpan%. The elements composing this ruleare: 1. The rate
of mortality. 2. The rate of interest. 3and ¢. Cost of transacting the
business and for contingencies.

This exhibit should be in form as follows ¢
On the debtor side of the account, I would place what may be te.med the

LiApiritTies.
Present value of the policy linbilities of the company, say  $10,000,000
Add loading 334 per centeaseccr-rerreraieea-$3.333,:333
s commuted commissions........ $332,333-
Advances to Agents on business done, 10,000- 343,333 2,950,000

Death claimg.ccicsacesnssessss - nassnsnseasers 100,000
Other debt8ecesssararsrssaessarsarsassrnacres 10,000 110,000

$13,100,000
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On the other side of the account should be placed what I would term
* respurces,” in place of the word assets. Assets are of two kinds—
actual end contingent—both valuable, both occupying their proper
place and performing their appropriate functions.
Rusoumczes:

Présent value of future premiuma...ovceeve ssevone e $12,000,000
U.S. StockS.eeiisinassrcosianissssssrssnnsnss$1,000,000

Bonde and MOrtgages.ccvesssrreasiissrcionres 500,000

Cagh in Bank.eeeescssssssancssnsce sanassnnase 50,000

Agent’s accounts..ensecrerinecieceene - seesee 300,000
Deferred premiume..... seesssreseves $200,000
Less 10 per centeev.... veseisananine 20,000 - 180,000
Accrued interestse..ecroscrsinranssce 50,000 2,080,000
$14,080,000
Surplus.esrescscenscsansrssnnnisasasoiranannssiaass  $980,000

By this system of valuation and exhibit, you never lose sight of the
future expenses, but always provide for them in the exact measure of the
original assumption. By this plan of statement, is eliminated from the
astets every item of a doubtful character, all that is on that side of the
account being easily shown to be what is claimed for it.

These form the value of the company’s liabilities, or the debtor side
of the account.

For the other side of the account we have, among other, the following
items :

1. The actual premiums promised to be paid to the company. 2. All
other contingent income.

The difference between the two sides of the account is the sum neces-
sary to reserve as a re-insurance fund. If the company are in possession
of funds in excess of this difference, the excess ‘is surplus. And if the
fall short of this difference, then is the company in an unsound condi-
tion, ﬁleasurt'lcf’ its sounduess by its own rule.

To exhibit the operation of the rule here setforth, we start with the
proposition of the fort}y—ﬁrﬁt page of your report, viz.: * Afany gives
age the met Presest value of the future premiums s exactlyegnalfo the
present valne of the sum swsared,”"—with this amendment: ‘* A7 any
£iven age the Presemt value of the future premiums i3 exactly egual fo
the presemi vaiue of the sum insured, and all the contingent lability of
the company growing ouf of a }ﬁah'cg issued at suck given age.” -

- It has been shown in the table above that the net single premium at
the age of 20, Carlisle, 4 per cent, is $255.32 per one thousand dollars.
That a loading of 33} per cent amounts to $85.11, making the value of
the liability $340.43, or the single actual premium. By dividing this
single actual premium by the value of an annuity at the age of 2o,
increased by unity (for reasons herctofore given) {18.361 +1=219,361),
we find a quotient $17.58 the actual annual premium, the present value
of which is just the same as the value of the liability. This, then, is the
initial epoch of the policy and its attendant liability. From this point
do the two values take their departure, marking two sides of a triangle,
and both leaving a meridian line at exactly equal angles—and as better
described in Jones, p. mgig; ‘As the number of years increases from
the original date of the go icy, the present value of the sum insured will
incresse, and that of the future premiume will decrease. In no case,
therefore, will this mode of valuing cause the present value of the future
premiums to appear to be greater than that of the sum assured.”

Again: referring to the above table, we find that the value of the
assurance gt 25 is $377.18, and by the same process as before we lecarn
that the value of the future premiums is $327.76, showing an augmenta-
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tion in the value of the liability of $36.?5, and a decrease in the valne
of the future gremiumn of $12.67, in al 43, equal to the difference
between the value of the assurance ($377.18) at the increased age, and
the value of the future premiums {$327.76) at the advanced age, and the
exact measure of the reserve, when tested by the “rule of cost,”
adopted. Now allow me to make the same valuation upon what is
termed the net plan, and mark the result. -

The value of the assurance at the initial of the policy has been stated
at $340.43; the actual premiovm $17.58, equal to the value of the assur.
ance. But these are the greoss valucs. The net value of the assurance
was stated in the tables to be $255.32. The grose value of the premiums,
as before stated, was $340.43; this includes the loading of 33} t}:\er cent.
of the net premium, the equivalent of which, in the deduction from the:
gross amount {35 per cent), is $85.11, leaving the value of the future

remiums ° exactly eﬂnal to the present value of the sum assured.”

e now proceed to value the same policy at the increased age of 2
years. By the preceding table we find the mef vzlue to be $282.89, an
the gross value of the annual actudl premium to be $337.76, from which
deduct the equivalent loading (25 per cent) $81.94, leaves as the net.
value of the future premiums on the policy $245.83, the difference
between the net value of the future premiume and the net value of the
assurance being $37.07, inetead of $45.42, produced by the former pro-
cess. In fact, calling for a reserve or re-insurance fund of $12.35 qess
than that demanded by what I claim to be the proper mode of
veluation. Now this $12.35 is ?recisely what is needed to meet the
ex{,enses incident to that policy for the year—the pet premium or net
value being $37.07 to which, if we add the necessary loading to provide-
for e;penses at 333 per cent==%12.35, being just equsl to the difference
found. °

Let me illustrate the operation of your rule on a policy just issued at.
the age of 25. The value of the assurance at the moment of issue is net
$38:.§9; the actual annual premium is $30.23; the present value of
which is $356.94, the instant after the payment of the first annual pre-
mium. From this *“ gross ™ value of the annual premium (ascertained
by multipl (ing the premium by the value of * annuity unity,” without the:
increase of 1, for the reason that the first payment to be made will be 2
year hence, the initial premium having been paid a moment before),
deduct 25 per cent as equivalent to the loading, and we have for the net
value of the fwfsre premiums $267.71. Subtracting this sum from the
net value of the policy, $282.89, we have for a difference $15.18, the sum
under this rule necessary to reserve on a policy just issued, and for
which the company demanded a payment of $120.33. Or, in other
words, showing a clear gain by the company during one instant of time

io{x should be held to provide
for expenses, etc.

That a company would be safe in reserving but the smaller sum I willk
not stop to inquire. I believe it would for the reasons given touch-
ing the uniform scale of loading adopted by most companies. But
inasmuch as g measure of cost has been fixed, I would adhere to that.
test as the most consistent, and as being sattended with no doubts
whatever.

I conceive, Mr. Superintendent, that in your report you have uninten-
tionally, of course, impeached or underrated the capabilities of the
officers and managers of our life insurance companies in relation to a.
most vital point, and that it is due to them that the public shail not be
misled by any statements or empirical suggestions from any quarter
whatever. \:onr rule of valuation does not demand so large a reserve-
as the rule I would and do offer, and therefore it cannot be said thatX
have a special grievance to redress, My motive in thus addressing you
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has a far more extended object, as broad and comprehensive as are the
blessings which foilow in the train of a wise and extended adoption of
the practice of life insurance. If the state, or, what is better for this
purpose, the national government, is to leglslate on the question of a
test as to the solvency of our life insurance companies, I might ruggest
that a commission be created to investigate the vital statistics o? the
country in which the business of the companies is to be transacted, and
fix upon a rate of interest, to which the calculations for premiums
should be adjusted, with such a measure of contingent loading as would
be deemed sufficient to meet expenses and other incidental charges.
This would be all that should be required. Apilying this rule of cost
to the business of every company at annua! or other periodical seasons,
a certzin test would be ailways at hand, and the public would then, in,
‘the reports of the bureau (which I would have at the seat of the natioral
government), have a sure guide as to where they could secure the
advantages of life insurance.

The reasons why I would prefer a national bureau to the present state
supervision, are patent to every officer of our present companies,

Life insurance, to be successtul, should not be confined to one locality.
The business of a company should be extended over as great an extent
of territory ms possible, in vrder to equalize, as far as may be, the rate
of mortality among its mémbers in scasons of epidemics. A company
doing an extended business in the city of New York, and in all the large
cities of the United States, would hardly be affected in case of a plague
raging in one of those cities, while the others are exempt; the income
from the exempt district compensating for any excessive claims from the
infected one. Jt is therefore important that the largest liberty to trans-
act business throughout the whole country should be accorded to our
life insurance companies. :

Under the present system of state legislation it is very difficult for our
companies to so extend their business. Restriction after restriction is
thrown up against the work of the insurance agent throughout the
len and breadth of the land, as though the business involved some
terrible harm te the public, instead of the life-giving stream of joy and
gladness that it is to the widow and -the orphan. This, to enable the
work to Eo on as it should, and would were matters different, should be
remedied by the creation by Congress of an insurance bureau, to which
every company in the country should report, to enable it to transact
business outeide of the state where located. The filing of such report
with such deposits in the bureau, as is now demanded by our own state
laws, and with satisfactory evidence of solvency as the laws of Congress
might demand, should secure to such reporting companies certificates
of authority to transact business within any state of the Union, without
regard to any state or municipal laws whatever.

ou, Mr. Superintendent, are an earnest advocate of the extension of
the system of life insurance, and I look to you for important aid in
nationalizing this great and rapidly growing interest,

Mr. President, I would beg to remark that, so much of the letter read,
relating to a national bureau, is not meant to express views inimical to
this convention. The letter was written when we had some hope of
such a thing. The coming together of the members of this convention
for awork such as has been meapped out by yourselves, affords much
encouragement that ere long, we shall be relieved from the difficulties
and burdens under which insurance now suffers.

I thank you, Mr. President, and you, gentlemen, for the patience with
which you have heard me,

The convention adjourned at 1.30 P. M., to meet at g A. M. the follow-
ing day. -



SIXTH DAY,

New Yorz, May 30, 1871,

The convention convened at g A. M., at the Fifth Avenue hotel.

Mr. WaiLes—I have a resolution which I desire to offer. In offering
it, I do not intend that it shall lp‘pl to committees at afl:

Resolved—That the sessions of this convention held at our rooms at
the Fifth Avenue hotel are for the purpose of discussions between the
members, and that we do not deem it proper to listen, while here in ses-
sion, to persons not members of this convention.

Mr. WaiLes added ;: Our friends of the insurance companies have been
keard in the roome on Broadway, and our time has been entirely taken u,
by reports and listening to addresses from different individuais, which?
was pleased to listen to. But I think while we are here we should
devote our time entirely to business.

The motion was put on the adoption of the resolution and carried.

Tun QUESTIOR ©F ADJOURNKENT.

Mr. Row called up the resolution in reference to adjournment and
snid : I believe we ought to adjourn on Thursday until the third Wed-
nesday in October. On looking at a calendar, I find that the third
Wednesday of October falls on the 23d of the month. That is too late.
In drawing the resclution, I thoughtI was getting it about the fifteenth—I
supposed it was about the middle of the month—so that we would have the
bnfance of the month for considering these things and be home at the
beginning of November. During November, our blanks could be printed
and be ready for distribution by the first of December. That was the
intention, but it cannotbe done. Our secretary has informed me it will
take three days to write up the minutes of yesterday, alone, If it will
take three days to get them into print, how long is it going to take to

int these blanks that these gentlemen are drawing up? Al who have
gl:d blanks printed know that none of these can be printed in a shorter
period than a week to two weeks at the outside. They ars difficuit and
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intricate work. I suppose we will not be able to get our hands on the
blanks in three weeks to come. I think, therefore, that the resolution to
adjourn ought to prevail,

iﬁr. Smira—] would ask gentlemen to think over this matter of
adjournment. The committee of which I am a member (on valuations,
etc.,) have had discussions before us on the whole question of the pecu-
liar nature of life insurance and have had well-known experts before us,
and we have listened to them for several meetings. The reporter has not
yet been able to put before us, in writing that we can read, asingle lineof
all our three nights’ work, We have not had five minutes’ conversation
amongst each other; we have had no time. We have been ing
information, listening to these gentlemen as attentively as we could, but
I do not know when we will be through. Iwas glad to see other gentle-
men of the convention in our room last night. I hesitsted to ask them
to leave work of their own committees to hear the things discussed by
us, which are of primery importance. You may fix the assets, blanks,
ctc., as you see fit, but unless our work is done practicaily and properly,
the balance will be of littie avail. I would give more for one week with
this printed matter all before me at home, quietly—where, if I wanted
clerical assistance, I have a trained set of men in my office—than for
months here, in the excitement of the city. I would give more for one
week quietly at home to think over the great amount of information that
we have received, than to stay here. The trouble with me is that
I have had no time to digest what I have heard. I have not had time to
look in a daily paper- I have not been able to read at all the proceed-
ings of our convention down town. I think we shall bs ready
to adjourn in a few days, provided we are to take this information
home and try to eee what it really means. But I differ with the opinion
expreseed by some gentlemen yesterday, that we would 5:) away with
the same opinions with which we came here. I do not think s0. We
have got a vast deal to learn, )

While on this subject, I may allude to what I consider the great
trouble in life insurance. Itis, in my opinion, an undoubted fact that
educated, intelligent, influential business men of this country, as a class,
are utterly ignorant of what this thing is. If we can digest all that has
been brought before us, and adapt it to practical business requirements,
1 think in that one thing we can accomplish & great deal of good. We
shall then be able to place before the business men of the country such &
view as they can themseives comprehend and readily learn. And I
sesure you it can be done. Men can learn. There is no such mystery
in this that ordinary business men cannot learn it. If we can accom-
plish that with the people of this country—I do not mean all of them,
only its leading, influential men to whom the people generaily refer for
advice, in reference to finance, law and other questions—I believe the
institution is safe. You can then conduct your state supervision with
some sort of safety. On the other hand, until these men do know all
there is peculiar under this thing, all the state institutions that can be
devised will not be able to hold this giant. The men interested in the
life insurance business must know something what they are about; thee
they will be able to attend to their own business.

I go back to what I started to say, that our committee has got before
them an immense amount of information. The light is too bright for us
to see in a minute what is all' meant. I.am pleased to see the conflict of
opinion. I should be startled and alarmed if I eaw here evidence
that there was a combination to carry peculiar views for any state, and
to force us to take conclusions under such an influence. But life insur-
ance officers and actuaries themselves are divided, and if we wait and
watch and get further information, I think the daylight will break. The
subject will, however, never be reduced to one distinct head.
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There will doubtless be much that is crude put into our printed report,
but I am willing to risk in it the opinions I have, because I know we in-
tend to come tegether again, and carefully look over the whole subject.
1 do not claim to know all; and I ask any gentleman in this convention
not to follow me, unless I can convince him. I would rather follow him,
We have a vast deal to think about, and if what is done is fairly printed
and laid before us I expect to occupy more time this summer, in reducing
to form what has been said and done here, than I will spend in the
whole course of my business. I cannot, and will not, try to do & thing
when I know I cannot.  'We want more time. :

Mr. A, F. Harvex—Yesterday I was disposed to think this proposed
adjournment unwise; that we came here for the purpose¢ of doing some-
thing, and I was in hopes it could be done before we left. If a vote had
been taken yesterday morning, I am afraid I should have committed a
mistake. It is upon this matter of the proposed change of valuation. I
have had my mind made ulg some time as to defects in the present system.
But last night, when Mr. Barmes was speaking, a light entered my brain,
and I did not know but that ] had gone astray. I have never been able
to express my ideas publicly, or attempted to argue on any subject of
that kind; but I want an opportunity to sit down and take days and
weeks to consider this subject, and satisfy myself. I want to be con-
vinced before I ever come: to the point of taking a decisive position ags
to a change in the mode of valuation, I think, if we can, in the course
of three days here, adopt a blank for both fire and life companies, that
would be of very material aid to us, and we would take a step in the right
direction. But I do think this one question of the method of valuation
is of the greatest importance that has dyet been brought before the con-
vention. The superintendents of the different states ought to know the
views of the different actuaries, and be prepared to make up their opinion
from their own ideas. I think every speech made last night before the
committee should have been taken with some grains of allowance. One
ﬁenﬂeman said he was the representative of one company, and he

ad a special interest—

Mr. PrLLsBurY—A partisan interest.

Mr. HArvEY—Yes, a partisan interest. Amnother spoke freely in con-
troversion of that gentleman’s views, and we all know he is actuary and
counsel of one of the purely mutual companies of the country. He might
not be biased, but I want gentlemen to consider that is his position.

Mr. BREESE was opposed to adjourning to October, the time of year
being inconvenient, he thought, for the meeting of the convention; he
was in favor of an adjournment till next summer.

Mr. ParNg was in favor of an adjournment till the autumn, though it
would interfere with his business somewhat, .
© Mr. KuLBRY, of the committee on blanke, said that his committes
woiild soon be able to report both a life and fire blank.

Mr. Noves requested that a committee of three be appointed who
would suggest what they thought to be some of the necessary changes
and amendments of existing insurance laws.

- The resolution of Mr. Row on adjournment was then, on motion of
Mr. Brinkerhoff, referred to a special committee of three.

REPORT OF THE CoMMITTEE ON Taxgs, FEgs AND DEPoSITS.

Mr. Brgesg, of the committee on taxes, fees and deposits, then pre-
sented the following report:
. Your committee, to whom was referred the subjects of taxes, fees and
depasits, beg leave to submit the following report;
. Taxms,—That in the matter of taxation, as in other matters connected
with insurance, we believe in uniformity and full reciprocity between



89

the different atates; therefore, while we recommend that every state be
left to reiulate the taxation of its own companies, your committee would
suggest that a tdx of one and one-half per centum of the gross preminms
of every insurance company should be charged in every state, except in
the state where it is organized, to be in lieu of all other tazes.

Fers.——For filing charter, twenty-five dollars; for filing annual state.
ment, twenty dollars; for each agent's certificate of authority, two dol-
lars; for copies of recorde, twenty cents per folio; and for affixing seal
and certifying thereto, one doliar; for valuing life policies, ten dollars
per million of insurance, or any fraction thereof; and for official ex-
aminations, the actual expenses incurred.

DerosrTs.—Your committee deprecate the requirement of deposits in
the various states, ae a condition of the companies of other states
doing business therein.

In reference to life companies, your committee are of opinion that a
deposit should be required in the state where organized, of, at least,
:nlao,ooo, to be held in frust for the common protection of all its poiicy-

olders. :

In relation to fire and marine companles, no deposits whatever are
deemed necessary, except in the case of companies of foreign countries;
and as to them, we recomnmend that a single deposit, of, at least, $200,000
be required in the state where its principal office is located, to be held in
trust for all its policyholders in the United States.

(Signed,) Ll. Breese,

JozL M. SPENCER.

Mz. CALDWELL—As® a member of this committee, & majority of which
has just made a report, I would say thatI do not concur fully with the
report which has been made. Iam not prepared now to make a minority
report, but will make one at some future meeting.

REPORT OF THE COMMITTEE ON MISCELLANEOUS SyB[ECTS.

Mr. SxegLs, of the committee on miscellaneous gubjects, then pre.
sented the following report:

The committee having in charge miscellaneous subjects, not speciall
referred to other standing committees, beg leave to report, that sur.‘
matters as have been suggested for consideration, have been weighed
with as much deliberation as the limited time at our dispossal would ad-
mit, and the following views and conclusions are submitted for the con-
sideration of the convention.

That class of insurance legislation which Is termed reciprocal or re-
taliatory, had its origin in the passage of laws commonly termed deposit
laws, which required of companies incorporated by other states, as &
pre-requisite to permission to establish agencies, a deposit with the
chief financial officer of the state, of securities of designated classes, as
indemnity for the praper fulfilment of contracts of insurance, The first
state to enact a depoeit law was New York, in 1853, but it was applicable
only to life insurance companies, and was general in its application to
domestic, foreign, and companies from other states, Then followed, in
1855, the deposit law of the state of Indiana, requiring a lodgment of §
per cent o? all premiums received by fire as well as life insurance
companies, until the amount reached $25,000. Other states followed en-
acting similar laws, ail tending to embarrass the employmentof capital,

.and hedging, by legislative Chinese walls, as it were, the usefulness of
corporations organized with millions of capital for security and possess-
ing credit beyond question. For a series of years the liveliest appre-
hensions prevailed least all reciprocity, in the employment of insurance
capital, would be destroyed. Indeed, it became evident that a change in
the growing evil muet take place, or the old and experienced agency
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companies would be compelled to retire within narrow limits, and the
business be assumed by a class of new local orgenizations, untried by
the ordeal of experience; thus entailing possible and probable disaster
to the great commerical interests of the country. But the workings of
the pernicious system soon began to demonstrate its ill effects, and we
have witnessed the repeal of these obnoxiouns laws by several states,
~California, Wisconsin, and Ohio among others. :

We ave not prepared to hold that states which have paesed retaliatory
Iaws are reprehensible. The fauit lies with the states which have placed
upon their statute books laws discriminating in favor of home institu-
tions, and laying burdens upon those of other states, in the shape of
excessive taxation and forced investments and deposits. Indeed, it may

be justly inferred that but for this retaliatory legislation, we should have -

witnessed in place of repealing clauses, the creation of still more
tnvidious distinctions between domestic corporations and those from
other states.

For these ressons, we do not condemn retalistory legislation, but
vather do we reprobate the cawse thereof, The committee do not deem it
necesgary to enlarge upon the very able arguments made before the con-
vention by the various committees who have addressed us, chowing the
fll effects which must inevitably ensue to commercial enterprise and
thrift of every kind, if there is not a change in the spirit of the people of
the different otates which dictates legislation, ezacting deposits and
imposing severe taxation. Ithas been convincingly shown, that just in
proportion as a state imposes disabilities, taxes and expenses upon insur-
ance capital, so must the property of that state be increasedly taxed in
the form of increased rates of insurance. The inevitable laws of trade
and commerce will regulate such matters beyond the power of decrees
by Lking, emperor, or legislative enactment. For the time being, a tem-
porary advantage may enure to the state by the collection of an onerous
tax, or the making of & market for depreciating bonds, but the unwritten
law which unerringly regulates the balances of trade and commerce, will,
in due time, compensate itself for such temgorary gein. While the
country awaits the prattical demonstration of these axiomatic proj
oitions, the interests of capital and commerce of every kind muct snffer.

It has been demonstrated by the convincing arguments of the

gble report of the committee of the Chamber of Commerce, zs well
as by the reports read before us by the various underwriting organiza-
tions, that the security of the policyholder is not enhanced by the segre-
gation of the capital of & company in various state depositories, but
the usefulness of the company in possible emergencies, 1s correspond-
ingly lessened. Your committee concur in these views, and recommend
the abolition of all deposit laws s0 far as relates to American compa-
nies. And in relation to foreign companies, we would recommend a
uniform requirement for all the slates, exactin% but one deposit, which
shall be made with the state wherein is located the chief office of the
c¢ompany, and by the terms of the law made available for the protection
of the policyholder in any state of the Union. We would also recom-
mend in regard to foreign corporations, that iaws be passed requiring
such explicit annual statements as are required of American companies;
and in case any such company exzercises mized powers, the assets per-
taining to life Insurance shall be separated from other assets; and that
it shalf‘be eo distinetly stated in all statements and advertisements of
such company. If this requirement can be made, and a similar one,
applicable to domestic companies, exacting a full statement of liabilities
in all their publications, the convenience of the public will be greatly
enhanced.

Your committee would by no means depreciate the proud position ag
present attained by American insurance capital, under the fostering care
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of state legislation. Our system of insurance supervision, defective zs
it is in some particulars, is confessedly far in advance of any of the
European systems—indeed Great Britian is to day taking profit to her-
self, by copying from our system. This is & fact which needs no coma-
ment to prove the excellence of our laws, generally, and now, if b
mutnal concessions, we can eliminate some of the incongruities whi
exist, and modify the restrictive ¢lements in legislation—securing wni-
formity in annual statements, so that all companics shall be judged by
the same uniform standard, thus in a great degree lessening the proba-
bility of irmﬁonsible and fraudulent corporations springing into
existence, we shall have accomplished a great good.

- The assemblage of this convention preserits a novel epectacle. Itis
the first time in the history of our government when an attempt has
been made to assimilate the legislative action of the states, and we are
without examples or precedents to guide us in our deliberations, save in
the proceedings of Congress which cares for the welfare of all the states.
The proceedings of this convention are, in the opinion of your com-
mittee, secondary in importance only to a seesion of the national
legislature. For, if wise counsels prevail, we shall be instrumental in
moving legislation of vast importance to every business in the country.
The interest of which we are the supervisors, embraces corporations
whose aggregate assets is far greater than the combined banking capital
of the country; and the expenditures for premiums on insurance are
estimated to atly exceed the gate expenditures annually for
discount at all the banks in United States,

The banking interest of the country has, within s fow years, been
anationalized, and however great may have been the sacrifice of individual
opinion on the subject of merging certain sovereign rights of the states,
in the acts which lead to the formstion of the giant system, no one will
hesitate to acknowledge the convenience accruing trom the uniform
valuation attached to a tressnry note.  So may it be, when our systems
of insurance laws in the several states are assimilated as it is easy and
practicable to do, that s policy of insurance, whether issued or counter-
signed in New York, New Orleans, San Francisco or Portland, shall at
once; upon ite production, convey to its possessor and to the public, a
sense of security and vniform velue, similar to that borne on the face of
a treasury note.

Aanticipating, therefore, such manifold advantages to ensue from a
generous unsform sysfem of reciprocal inter-state legislation, your com-
mittee would urge upon every member of the convention to return to
his constituency, with the determination to advocate fke mearast possé-
ble approack 1o ' ¥REE TRADE " ix susurance, consistent with a stvingent
supervision, whick skall guaranly eniire safety to the public. :

(Signed,) C. L. SkrrLs, Chkairman.

Mr. Noyes moved that the report be received and printed, which wae

TEE QUESTION OF ADJOURNMENT.

The PrEsiDENT appointed as the committee on Mr. Brinkerhoff’s
ﬁ?rlgﬁon respecting the final adjournment, Mesere. Row, Smith and

abury.

The IDENT said—It seems clear to me that some things will be
definitely reported and, I hope, finally acted upon at this session
of the convention. There are other questions which it is quite clear the
convention will be unprepared to conclude at this session. It would seem
groper to place before the public a general manifesto or paper of some

;zd, stating why we have determined upot some questions and not upon
others.

Mr. PAINE—What subjects do you think can be disposed of now?
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The PazsipeNT—Well, the subject of blanks might be settled, not
perhaps finally and forever; but the recommendation of some general
:iystem which all the states can adopt would be a step in the right direc-

on. If we should meet in the fall amendiments could be made, if neces-
sary, to anything we do now. I think we sre unanimous in the idea
that » uniform system of blanks can be adopted, and will be adopted.
Let ue adopt it now.

Mr. SmiTr—I think this convention wil! probably be unanimous on
two important subjects. One is in reference to the deposit, to be required
from every life insurance company, of one hundred thousand dollars in
the state where the company is organized. Another is as to whether
one responsible known officer is to be delegated to receive certificates of
protest, instead of all the agents of a state. My opinion is that we can
<ome to some unanimous conclusion upon these subjects, perhaps, after
8 little consideration and modification of opinion.

MoaTALITY STATISTICS.

Mr. W. E. HarvEY offered the following resolution :

Resolved, That a committee be appointed to obtain the mortality
statistics and experience of American life insurance companies, so far
as practicable, and that the companies be requested to furnish said com-
‘mittee with the information desired.

Mr. BRErSE moved the reference of the resolution to the commitiee
on valuation of policies, which was done,

RECIPROCAL LEGISLATION, TAXATION, AND DEPOSITS,

Mr. BRINCEERHOFF moved that the report of the committee on reci.
procity and miscellaneous subjects be taken from the table, Carried.

The report was taken from the table and read ? paragraph.

Mr. Parne moved that the resolution moved by him yesterday be
adopted as the sentiment of the convention, and incorporated in the
report in the place of the part of the report referring to the same topic.
"The reeolution is as follows : .

Resofved, That reciprocal or retaliatory laws are sinful in their in-
ception, injurious in their operation and in their nature violative of the
plainest principles of inter-state comity, and in the opinion of this con-
wention, should cease to exist.

Mr. Parxr said in support of his motion: Revenge is an evil under
any circumstances, and it is entirely and utterly unbecoming a great
people or s state to put upon ite statute books anything that will en-
courage such an evil. And, besides that, revenge is nnjust in its action,
‘because it doet not operate exclusively againat the individual against
whom it is directed. hy should the Union Mutual insurance company
of my state be compelled to pay a tax in Illincis or any other state
agninst the viclent protestation of that company to the taxing of the
companies of Illinois in our state? It is wrong in application, use
it does not reach the offender, and hae & tendency in its nature to result
in just the opposite of that which is intended. )

fl[r. WzBs moved to lay the motion of Mr. Paine on the table, and
expressed himselfin favor of retaliatory legislation under certain circom-
stances.

The motion of Mr. Paine was lzid on the table.

Mr. SEEELS, referring to that part of the report referring to deposits,
said: I think the deposit system =ffords but little security. A deposit
-of one hundred thousand dollars—and the requirement of a ter
amount from new companies would be thought excessive,—would be
‘mere bagatelle in a company of any size. It would not pay over five
per cent of some company’s liabilities in case of their failure. Itis not
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# security to the public. And not only that, but it misleads the public.
They feél that they are secure, because s company has depousited a
hundred thousand dollars in the state treasury, and their eyes are closed
to further investigation.

Mr. CaroweLL moved that so much of the report as refers to deposits
be referred to the committee on deposits 28 a more sppropriate place
for it.

The PresipeNT—] would suggest an amendment that so much of the
report as refers to the subjects of deposits and taxation lie on the table.

r. CaLpwrLL—] accept that amendment.

The motion to lay on the table was carried.

Mr. SkEELS, referring to the part of the report respecting the annuat
statements of foreign companies, said: I would. like to see these com-
panies compelled to make a division of what is real, tangible capital, or
surplug, and that part which is pledged exclusively to their customers, in
the life insurance branch of their business. I think legisiation should be
had in the various states which would cure that evil, I think it is within
the power of the state legislatures to compel them to advertise the truth
instead of a falsity.

. 'The PrEsiDENT—This is an extremely delicate question to deal with,
The people of this country &re wonderfully sensitive about the liberty of
the press. The maxim which Mr. Barnes alluded to last night as of
great application in Great Britain also applies here—I mean the maxim,
i Caveat empior.” . People must not assume that everything which is
published is necessarily true; and must see to it that they exercise s due
caution in deciding for themselves the truth or the falslty of published
statements. It is 6o delicate a question, that I hardly know what to
recommend, but it is one to which it is well to call the attention of the
public and of the companies.

Mr. SkeeLs—There is now on the statute book of the state of New
York a law which compels all fire ineurgnce companies, in all their ad-
vertisements to the public, to state the capital which they possess, and
the place where the home office is located. Now it has struck me that
it would be a still ater protectien to the public if, in addition to
stating their capital and the place of their home office, they were com=
pelled to state their real assets instead of stating what is not real.

At this point the convention took a recees till 3 o’clock.

‘The convention re-assembled at 3 o’clock and resumed the considera-
tion of the report of the committee on reciprocity and miscellaneous
subjects, which were read through without further debate,

On motion of Mr. SkBELS, the report was laid on the table till the
report of the committee on taxation and deposits should be sent in.
This was in consequence of part of the report having been referred to
the latter committee.

REPFORT OF THE COMMITTRE 0¥ BLANXKS.

The committee on blanks sent in their report. The afternoon was
spent in a running discussion upon the form of blanks recommended by
the committee, and a number of amendments were made. At the close
of the days’ session, the further consideration of the document wase
deferred until next day. .

The convention adjourned at §.30, tomeetin the rooms of the Board of
Underwriters, at 10 A. M., on Wednesday. .



SEVENTH DAY.

New Yorx, May 31, 1871,

‘The convention re-assembled at 11 A. M., in the hall of the New
i‘{o:ﬁ: Bﬁard of Fire Underwriters, the President, Superintendent MiLLER,
n the chair. .

REPORT OF THE CoMMITTREE ON BLANKS.

On motion of Mr. WaILES, the reading of the report of the committee
on blanks wae c{:m:meec!ecl with from the point where it had ceased at the
close of yester ;jy’s session.

After the reading had preceeded a little while, Mr. WAILES moved
that the further consideration of the report be postponed till it should be
printed. Carried.

The following is the report of the committee on blanks:

In entering upon the discharge of the duties devolving upon them, your
committee feel that they do not magnify the importance of the trust
which was assigned to them in estimating it as one of the first in magni-
tude and one of the most practical of the many questions and topics which
were to be considered by this convention.

This conviction had rise in the often repeated expressionsof insurance
men of all classes—state commissioners, superintendents and other
state officials, charged with the supervision of the vast and wing
interests of the insurance business in the various states, and of the of-
cials of companies ac well, who have devoted their lives to the creation
and fostering of these interests. This particular subject has been
placed, in the several able and instructive addresses which have been
presented to the convention by the immediate representatives of the
various branches of insurance, asfirst in importance of the many ansolved
problems of the insurance business as heretofore conducted, some of
which, at least, it is our aim and hope to simplify, if not master.
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In the forms of blanks for companies’ annugl statements which
committee herewith submit, it is by no means claimed that perfection
has been attained; indeed, we fee(oonﬁdent that our work under the
wise criticism and judicious pruning of the many more experienced and
able members of the convention, will, ufon its final adoption, go forth
in a much more satisfactory and perfect state than as now submitted,
We heartily invite the closest scrutiny and most earnest, unhesitating
criticism to the blank forms as presented, and hope that no motive of
delicacy or perecnal courtesy will be permitted to stand in the way of
eliminating such favlts, and suggesting and incorporating such improve-
ments as may, and doubtless will, present themselves to the minds of
our brethren of the convention.

Your committee feel that it ia not their duty, neither do they consider
it their prerogative, to express any view, other than may be gleaned
from our work, as a whole, touching the manner of conducting the
business of insurance, nor the regulation of the same by the states.
These topice have been considered by other and appro:rinte committees,
and from their reports we have derived important aid and information.
Our charge was to present blank forms for consideration, and upon
apgroval, adoption, the object of which is to enable states and the genernl
public to obtain from the companies a straightforward, complete and
intelligible statement of their affaire. ‘That all ineurance companies
worthy the high public trust confided to them, are at ail times ready
and anxious to present such statements, is well-known to all whao have
bad official business transactions with them.

We earnestly recommend the adoption of some blank form which may
be acceptable to all the states, and would suggest that, if the forms
reported, or as they may be finally adopted by the convention, are con-
sidered by some state officials too voluminous and unnecessarily precise,
they may omit such parte thereof as they deem prudent, but that
uo changes be made therefrom in what they do use save such as are
rendered necessary to conform to the special statutes of their respective
states. It is conceded that this convention will have accomplished an
important work and achieved a reform, the necessity of which has long
been plainly manifest, if it dogs.no other work than securing the adop-
tion of one uniform blank by all the states.

Touching one of the features of the blanks common to most if not ail
those now in use, and wherein we have made a radical change, we beg
to be permitted to say & word, The item ‘‘ premiums in due course of
<ollection,” it will be observed we have omitted, and in lieu thereof,
inserted two items: 1. ** Amount of premiums collected and reported b
agents but not yet received at home office.” 2. ** Premiums due whic
the company are bound to receive on tender.” The latter item is inserted
for the accommodation of those compsanies which allow grace in the
payment of premiums; the former we consider as presenting the only
condition o ?remiums not yet paid into the company’s hands, but rated
as substantial assets, which a true observance of those sound principles
which must underlie all successful business, and especially which should
be observed in the business of insurance, pre-eminently so in life insur-
ance, will warrant.

It wiil be noted that, we are supported in these conclusions by the
report of your committee on assets and investments, and we have confi-
dence that a candid consideration of this particular feature will secure
a general endorsement of our decision.

'ouching the matter of a detailed statement of securities of various
kinds belonging to companies, your committee would recommend:
1. That, after furnishing an itemized list of all assets on the entrance of
@ company to do business in another state, the list of mortgages held by
- company shall be required to be reported in annual statements only to
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the officer having supervision of insurance in the state where the company
is organized, and that the company forward to other states the certificate
of such officer that such detailed abstract has been properly furnished,
2. That the certificate of mortgages or other securities deposited for the
benefit of policyholders, shall be made by the officer of the state where
the deposit is made, only after an actual examination of title appraise
ment and valiation by a person duly commissioned by him for that
purpose.

e have gleaned from the many blanks which have been presented by
the representatives of the various states, valuable and important infor-
mation. Wehave also been kindly aided and advised in our delibera-
tions by the individual members of the convention, for which we here
make our acknowledgments. . . .

(Signed,) Hewry C. Kersry,
Sax't. H. Row,
Avuc, E. Hapvey,

Commiittee.

LEGISLATION,

Mr. Noves, of Connecticut, moved the following resolutions :

Resolved, That the president gppoint a commitiee of three, to con-
sider and report to this convention, at such time es they shall deem
expedient, what legislation they would recommend for adoption by the
several states, to secure wise and harmonious action concerning their
own local insurance companies, and such others as seek admission
. from other states. :

Resolved, That the president of this convention be zdded to the above
committee, and act ag its chairman.

Mr. Novgs said: The convention is evidently not prepared to take
oction at this time upon that branch of our business,—a branch which
affects all the influential companies in the United States, and it ia
intimated that an adjournment until another month will necessaril
follow; if s0, it is necessary that this committee should be ap intedr
and it will be well that the president of this convention should be its
chairman, so that persons will know precisely who to correspond with
during the interval between this and the next session,

Mr. CarpweLL—I do not fully understand the object of the resolu-
tion. I was under the impression that the various questions to be
determined by this convention had already been submitted to com-
mittees, and until the reports of those committees are submitted and
approved or rejected by the convention, I hold that the resolution is
improper, and I, therefore, move that it be laid on the table.

Mr. Weae—On the motion to adopt the resolution, I do not think I
would have had anything to say, but if the gentleman from Indiana
proposes by his motion to lay upon the table to finally dispose of the
resolutions, I must raise my voice to protest against it. And although,
Mr. President, it is perhaps scarcely proper to enter into a general- gis—
cussion of the resolution upon a motion to lay on the table, neverthe.
less I may take this occasion to say a few words upon-a subject suggested
by the introduction of that resolution. During the earlier days of the
sitting of this convention I remained silent, and I did it because I
thought I could best serve my own interests, and the interests which I
represent here, by listening instead of talking. But, sir, I have come
to one conclusion, and that is, that, in some respects, the work of
this convention has been begun at the wrong end. Pertinent to
this point, I may refer to the question we have so recently been dis-
cussing with respect to the forms of blanke. I submit to you, Mr.
President, how is it possible to agree upon a blank form of statemen:
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until the convention knows the laws of the several states in regard to that
subject? Ttdoes seem to me that this resolution, proposed by the gentle-
man from Connecticut, will raise a committee, whose first duty it will be
to inquire into the laws of the several states on this subject. Iamwell sat-
isfied that if each delegate had broughtin the laws of his state upon this

uestion, and stated them here, we would have readily seen what was
the proper mode of securing harmopious legiglation, and I think that to
summasrily dispose of this resclution is simply to continue the work of
the convention as it was begun, eo far as legislation is concerned, and
so far as uniformity of statement is concerned, by beginning at the
wrong end. ] compared the laws of two or three of the states laet
evening, and I find that there are positive provisions in those laws upon
this very subject, and some of the questions objected to last evening, are
required by existing statutes. They may be useless, but if the law of a
state requires them, how can the superintendent of the state do otherwise
than use them? It does seem to me, therefore, that the motion to lay on
the table should mot prevail, and that the resclutions should now, or
at some time, be adopled.

Mr. Noves—It is well understood that any action we may take here
will require to be ratified by the legislatures of the various statesto be
made effective, and at some future time, when the committees have

orted, it will be proper to take up and consider the resolutions.
he motion to lay on the table was carried.

Tue QUESTION OF ADJOURNMENT.

Mr. BRINKERHOFP—The committee on the subject of adjournment hae
prepared the following report:

Your committee, to whom was referred the subject of adjournment,
recommend the adoption of the following preamble and resolutions, to
L

Wkereas, The proceedings of this session have been rendered
especially profitable on account of the presentation of exceedingly valu-
able papers upon the various subjects before us, by the learned and
distinguished representativee of the several insurance and ¢ommercial
interests; and

Wihereas, It iz very desirable that the delegates from the several
states have presented to them, in printed form, all the information
gathered together by this convention and its several committees, and
that sufficient time be granted to each one to consider, in a calm and
deliberate way, many of the subjects under consideration, before final
sction is taken in the convention; and |

Wiereas, Several of the states, deeply interested in all that pertains
to the matters before this convention, are unrepresented in the conven-
tion, and it is especially desirable that every state should aid our
deliberations, by the counsel and advice of those charged with the
execution of her insurance statutes; therefore be it
' Resolved, That this convention adjourn from Thureday, the first day
of June, until Wednesday, the 18th October, 1871, to meet in this city;
and that the secretary be requested to have ugrinted. in proper form, all
the proceedings, reports and papers; and that he furnish each member
with copies thereof,

Resolved, That the {:resident of this convention appoint a committee
of three, to whom shall be referred the subject of making this conven-
tion permanent; and, if considered by them desirable, that they report
at the adjourned session in October a constitution and by-laws for the
government thereof. :

Resolved, That the president of this convention lay before the proper
officials of the several states now unrepresented, copies of all our pro-
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ceedings, including these resolutions; and eumestly uest the attend.
ance of the several officers, it person or by appropriate delegates, at our
adjourned session.

iSigned,) Georez M. BRINKERHOFP,

QLIVER PILLSBURY,
GusTavus W. SMITH,
. Commilttee.

Mr. CaLpweLL—Mr. President, I move the adoption of that preamble
and resolutions.

Mr. BrINKERHOFF—Before the adoption of the motion, Mr. Presi-
dent, I desire to say that the preamble and resolutions there presented
express everything that this committee desire to gay on the subject, and
have in every respect the unqualified approbation of all. We thought
it better to leave a blank, to be filled up with the numbere of copies of
the proceedings which the delegates might wish sent to them, as a mat-
ter of secondary importance; and I thought we had hetter have the
expression of the different delegates here, before the adoption of the
report. Ifany one has 2 number to sugpest, I hope he will'suggest it,
and let it be inserted. .

Mr. Row—I desire to make an inquiry. I have learned that one
or two members of the convention desire to present papers on different
subjects-—particularly on the system of valuation, to be included in that
report. I would like to ask if the reeolutions will prevent them from
doing so?—if papers presented in committee or to the secretary can not
be included as a part of the proceedings and laid before the convention?

Mr. BriNgerHorF—I will state that the committee of which Iam a
member has had various papers presented to them, and various oral
communications. They are all now in the hands of the reporters, to be
written out; and are to be presented as the report of the committee,
accompanied by some suggestions and a report of progress; and the
committee will receive, as I understand, from its chairman (and he will
express himself if I em not correct,) all papers of that kind and report
them to the convention as a part of the report of the committee.

Mr. SsutH—I hope, now that this question is brought up, there will be
no misunderstanding at all. I suggested it to the chairman of this pre-
sent committee on adjournment. We read his resolutions over, and at
that time, whilst it seemed possible for a different construction, I alluded
to one position and rectified the whole matter. This same committee
forms a committee on valuation, of which I am chairman; whilst
Mr. Brinkerhoff is chairman of the committee now reporting.

I would desire to say that, this morning I have received a communi-
cation from a prominent officer of one of the leading life insurance com-
panies of the country. It has not been presented to the committee,
because I have only justreceivedit. Itcomprises twelve or fifteen closely
printed pages. Itis proposed by the committee, that we have a confer-
ence, and have a reporter with us; andso, without taking up time unnec-
esslrilg, to write out carefully and in detail, our respective views so far
as we have formed them now, that our informal opinions may go before
all of the members of the conveation to be by them considered for what
they are werth, until the time when we come back- I would regret very

" much if we were cut off at all in- reference to the report now in the
hands of the secretary. He has the oral communications made to us;
and not one word have we ever seen in writing that we can read. And
I desire that it should be understood, that it ia left to the discretion of
the committee to put in what they have now, and what they may receive,
before the report actually goes to the printer and is closed. We want
the largest liberty to put in all the information on this vastly important
aubliect that can be gained from all sources, including some of our infor-
mal talk.
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{Mr. CALDWELL in the chair, pro fzm.)

Mr. MiLLeR—As I understand, that isnot included in the resolutions.

Mr. BRINEERHOFF—It has been sugpested by some parties that the
blank be filled with the words *!one hundred,” copies of the report.

If any member thinks that is too large or too small, I hope he will
suﬁent otherwise. . .

r. ParneE—Hauad we not better leave that matter of the number to be
printed with the officers of the convention. I don't knowthat we are.
able to state how many they can furnish.

Mr. Breese—I think it would be better to leave it with the officers of
the convention, to furnish the states as many as are necessary.

Mr. Paixe—~-I am willing to leave it tothe convention.

Mr. A. F. Harvey—I hope the gentleman will withdraw his sugges-
tion as far as oxe Axadred is concerned.

Mr. BRINKERHOFF withdrew that suggestion.

Mr. A. F. Harvey—I think our honorable secretary and the president
of the convention wonld know pretty ncarly what we want. I think,
however, that a hundred copies will be altogether too small a number.

The SEcrETARY—Five hundred copies?

Mr. KeLsey—I think a hundred copies would be oo large a number,
as has been suggested by some one. me states would reclluire a larger
number than others. The only use I would have for & large number
would be to furnish the companies of my state, and gentlemen connect-
ed with the business of insurance with copies. Fifty copies will answer
my purpose abundantly.

Mr. A, F. Hanvey—Mr. President, allow me to apologize. I under-
stood a hundred copiesin gross; I understand now thatit was a hundred
copies for each state and each delegate.

E{r. MLes—I would suggest, Mr. President, that each delegate be
furnished with the number of copies which he may request, not exceed-
ing one hundred copies to each, therefore, that the number of one
hundred be inserted, and of course any gentleman who says he does not
need so many, need not have them. :

The PresinentT—If there is no ohjection, so let it be understood.

Mr. WeeB—-I desire to inquire of the chair, whether it has beén gene-
rally understood, that, if there be an adjourned session, it shall be held
on the day designated in the resolution. It is the first time that I
have heard any time deeignated, although I have heard frequently dis-
cussed the holding of an adjourned convention. For my own part, I
do not know as I can attend the convention either here or eleewhere
at the time designated. Besides that, if there be an adjourned con-
vention, I do not think it ought to be called in this city—that it ought
to go further west. It occurs to me there ought to be a change in that
regard. Standing alone from the far west—

r. BREEsE—You are not alone, sir.

Mr. WeBs—Then I hope the gentleman from Wisconsin (Mr. Breese)
will make some motion concerning it. For my own part, I am
opposed to the place, and shail vote against the proposition for an
adjourned session for the reasons thatI have given. I am also opposed
to the adjournment to-morrow unless we work to-day and to-morrow.
It seems to me to adjourn to-morrow with the prospect of all this busi-
ness before us, would be a very inﬁppropriate thing to do.

Mr. Mirrer—I would suggest, Mr. President, that the day of adjourn-
ment be not mentioned in the resolution. It seems to me that there are
quite & number of gentlemen here who are entirely wiiling to remain a
day, or even two, if necessary, to come to some conclusion on some
pomts on which we are able to agree. And now, arbitrarily to definitely
fix to-mortow as the day of adjournment, it seems to me a little uanec-
essary. If we must fix a day, I would tmove to substitute Friday for
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‘Chursday. I think we shall find plenty to do to remain here untik
Saturday. -

Mr. A. F. Harvey—Can we have the resolutione read?

‘The secretary read the resolution.

Mr. SKRELs—] now move to etrike out * Thursday, the first day of
June,” and substitute when thie convention does adjourn, that it be to

adjourn to, meet on the day mentioned.

' ‘The PrESIDENT (#ro fam.)—That would be in the shape of an amend-
ment to an amendment.

Mr. A. F. Hanvey—If you will allow me to remark that that might
inctude an adjourmment this afterncon, and then we could not meet
{o-morrow. . . .

Mr. SkeeLs—Have it read ‘‘ when this convention finally adjourn.”

Mr. A. F. Harvey—That this convention do fake a recess sometime
this week, either to-motrow, Friday, Saturday, Sunday—any time when
it does adjourn—but not in the form that the gentleman suggests,
* when we do adjourn,” because that will mean this afternoon, and we
could not meet to-morrow.

Mr. MiLLER—I wich to say a word or two, Mr. President, before this
motion is put, and ‘pnrticulnrly with reference to the remarks of our dis-
tinguished friend from Kansas (Mr. Webb). Iregret very much that
the gentleman has seen fit to announce his opinion that this convention
has been wrong end first. I regret very much ‘that th‘e’&pmcccdings of
the convention in which he has been a participant the whole time, and
to which he says he has listened with so much attention and pleasure,
if I understand him, to the various comprehensive and valuable docu-
ments and communications which have been made here—that he
considers anything which has been done has been done wrong. [
hope, however, that he is the only member of the convention who enter-
taine that opinion. We have divided the subjects of insurance and
allotted the different branches of it to the consideration of the proper
committees; these committecs have attentively and assiduously consid-
‘ered those subjects in their various bearings, and many of them are not
yet ready to re%ort the fall result of their labors; and when they do,
there will have been done a work for this convention, and for the insur-
ance public of this country, which has never been done before. We
had to undertake, and we have undertaken, the consideration of highly
important subjects, and the collating of facts, and we have drawn out
the expression of opinions. We have elicited from the first underwriters
?f this country opinions which are valuable to this great business

nterest. .

What the states have done is a mere matter of reading. But we are
tryinF to see what we ought to do, as men having some special interest
in thie business. We can find ont whether the states have legislated con-
trary to the Interests of insurance as we conclude, in our humble opinions,
that those interests demand. If we have any proposed statutes to recom-
mend, to recommend them. Thatis all wecan do. We understand that.
‘We do nat propose to take the statutes of any staie and assume a power
which we hve not, end which any child knows we have not. All wecan
do, and all we propose to do, is to make up our own minds as to what
are the true interests of the public in connection with the business of
insurance, and as Lo what we ought to demand in respect to legislation,
and in respect to the supervisory action of the difierent states. Having
made up our minds on these great questions, we propose to promulgate
a document recommending action to the legislatures of the different
states where action is nececssary, and recoi-nmendingbzl;e rescinding of
action which has been taken, where such action has n taken, as we
think, contrary to the true interests of the people and the insurance
branch of business of the sountry. Now,I say, it was not necessary, or
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at all essential, that we should get together, and each man having the
laws'of his own state in his hand, merely see, when each proposition
came up, where it clashed with the legislation of his state. So, in regard
to this question of blank form of statement. I take it that this torm
which we have before us is sufficiently comprehensive to cover every
requirement of any law of any state in this union; but, if not, it is no
matter, we pro&ose to devise what we consider the right form for the
states to allow their officers of insurance to promulgate.

Mr. KeLsey—Will the gentleman excuse me one moment? You will
remember your committee so far called attention to that fact, that states
which were required 10 make some change in that blank, b{ special
statutory regulation, could do so withdut impairing the general effect of
the blank. :

Mr. Mirrer—I receive with: great pleasure the suggestion of the’
chairman of the committee on blanks, I have no doubt it will soon
be illustrated when we have this printed form in our hande. That com-
mittee, with great patience, and with grest ability, has done the work
which has been intrusted to them, They have had their eyes open, not
only to the necessities of the case, and to the legislation, not only
of their own states, but, I take it, to the state of my distinguished
friend, of thie state, and of all the other states. If not, it is not so
great a matter. If there is any particular in which an existing statute
of a state requires some item not included in this blank, it is
simple matter for the officer of that state, while that law exists, to insert
it The duty and effort of that committee was to produce blank forms of
statements here, such as will elicit the true condition of companies with
as little annoyance, perplexity, and cost of labor to the companies &s is
<onsistent with the higheet regard to the public safety. That is what
'we are trying to do with this question of blanks, as I understand it. It
is not mercly to accommodate the blank to existing laws, but it is to
accommodate the blank to the great wants of the business public as
<connected with insurance, and then by recommendation and by effort to
try and bring legislation to that standard. This work may go for noth-
ing, but it certainly will not if we all adhere and persevere with
determination in the work which we have set before us to accomplish.

Now, gentlemen, in Tespect to this question of adljournment, I hope
that at least Friday—I should prefer Saturday—will be named, if any
shall be named, for the day of adjournment. Bout ae [ have offered the
amendment which is now before the convention, naming Friday, and
Mr. SkeeLs, representing California, has suggested another amend-
ment. [ would accept and adopt his amendment—that when this conven-~
tion adjourns it shall adjourn till October.

Gentlemen, I for one, wish to say another thing on the place of
meetin'g. I wish it distinetly understood, that I suggested Chicago as the
place for the adjourned meeting. I wish it distinctly understood that,
the suggestion of re-assembling in_this city never came from the repre-
sentatives of the state of New York; and this committee have adopted
this place as the piace of meeting without any consuitation with me, aad
‘without any intimation from me that it would be agreeable. Therefore, -
I hope that the gentlemen will not congider, for a single moment, thatl
have had any hand in that; but I shall cheerfully go for the re-resem-
bling at &ny time and at any place that will euit the convenience of the
greatest number here- present, and will also serve the general conve-
tience. Gentlemen, do not come here undet any constraint. Let ua
mest when public interest, and where general convenience of the conven-
tion will be best served. 1 will go to Chicago, or St. Louis, or Topeka,
or any other place to carry out the objects of the convention. But if you
will stand with me, gentlemen, hand in hand, until we have arrived at
some different conclusion, on all these subjects, I do not believe that any
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of you will ever regret having assembled here in this conventiod, or
having agreed to re-zesemble and continue in session until 2 completed
work has been turned out. 1 believe that your own companies will
endorse fully your action in this matter; and that you will be saticfied if
you have contributed in the slightest degree to produce that uaniformity
which we hope wilt be the result of our labors; that you will be satisfied
with the resultof our labors; thatyou will be satisfied that it is one of the
best warks in which you have ever been engaged.

Mr. BrineermorF—I desire to say, Mr. President, in support of the
resolutions which this committee have presented to this convention, that
co far as the day of adjournment is concerned, it is an immaterial mat-
ter—that the committee, after consulting with a very large number of
the delegates, found- that in alt gmbnhility by Thursday -night, at the
furthest, 5o many delegates would home, that on Friday morning
there would not be a quorum. And I think if the members of the con-
vention look round they will find that this is true, and that by Frida
morning there will not be over ten, possibly eleven delegates here—if
that many. I have no feeling on the subject whatever; netther has any
one of the committee, except that some of us must go home. We must
do that whether the adjournment is fixed for to-morrow or Saturday.
Many of us are come unprepared to stay longer than a week; some of
ua, a8 L understand, notto stay a week, not to stay over three or four days.
‘We did not suppose it would be necessary to stay over that time, to inau-

te the work of the convention. But we have staid here eight days.

t will bk nine days to-morrow evening. We find that we have enough
subjects presented to us; and we have heard enough on the different
oubjects which are before the conventicon, to keep us thinking some time.

Mr. W. E. Harvey—It ie almost half-past twelve, as I am warned by
the clock; and I wili make my remarks to the point. I have one objec-
tion to adjourning on Saturday; because we will’ have no quorum
for to-morrow. So far as the place of meeting is concerned, the com-
mittee did not consnit the honorable gentleman from New York, Mr.
Miller. But as the meeting had been called here at first, and as the
meeting this fall is nothing but an adjourned meeting, we thought
it best to hold the adjourned meeting or session in the same place that

the first meeting wae called. I now, as the representative from Illinots,

put in the claim that next year, if this convention be made permanent,
wemeet in the city of Chicago. .

Mr. WepB—I may have been very unfortunate in expressing myself,
a8 ] am sometimes. But I did not intend to include, in my remarks
concerning the work of the convention, azny of the papers or reports
from the distinguished gentlemen who have furnished vs with informa-
tion—for which I feel thankful myself—and which, indeed, have been
very gratifying to us.

I'do not regard that as by any means beginning at the wrong end;
but in regard to the work of this convention, so far as the suggestions
of uniform legislation are concerned,—a work which necessarily grows:
out of the varions supervisory departments under the present legisla-
tion,—Ientertained the opinion which I expressed—that we are beginning:
at the wrong end. I still entertain that opinion; but as it has
now been suggested by the chairman that this ie no time to discuss this:

uestion, I will not trespass on the good nature of the convention at:

is hour, by any further explanation.

Mr. A. F. "Harvey—I am admonished by the hand of the clock that I’

muet speak briefly. But as my friend from Kansas (Mr. Webb), has
intimated that he is the weséers representative, I may say that I am from
& section which is-by latitude just six miles west of him. The only
gentleman—

Mr. Wess—He lives four hundred miles east of me!
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Mr. A. F. Harvey—The only gentleman west of me is Mr. Skeels,
from California, who is, I believe, a citizen of New York,

Mr. SEEELS—I am a proxy.

Mr. A.F, HarvEy—l am a proxy, toc. Iam herefrom the little one-horse
state of Nebraeka, I wish to etate this, in lieu of any other speech that
I may make—that instead of beginning this convention at the wrong
end, I came her¢ with my mind made up as to what was to be done,
what it was necessary to do, how I should vote, and 8o on. But I found
out after I came here that I would have voted wrong every time.
{Laughter.] .

‘Mr. Novyes—One single word. I do not consider that the committee
could possibly suggest any place to meet on adjournment, except the city
of New. York, after the generous hospitalities of the insurance companies
of this city. Now, I coneider that the committee made a very delicate
and a very proper recognition of the hospitalities of thoee Insurance
companies, by sy, ting in the resolution that the convention adjourn-
ment should be held here. And, therefore, it is impossible to talk of its
being held anywhere else.

Mr. SpencErR—I have occupied four or five minutes altogether in
speaking in this convention since we first commenced our session; but I
would like to make a very few remarks. I ask the indulgence of the con-
vention for that gurpose, and md: remarke will be entirely of a personal
character. refer to the fact, that I shall be unable to be present after
this days’ sessions. When [ received notice from the superintendent of
insurance of New York, suggesting this meeting, I promptly forwarded
to him my views in regard to the matter. I said that I had no doubt it
would be a success; and I am stillofthat opinion. Still I must say that
I eympathize with the views of the gentleman from Kansas, Mr. Webb,
in some respects. In reference particularly to this matter, it strikes me,
although the matter in regard to the unitormity of blank statements is
the great question—is the great subject for which all bave met, and of
great importance—it strikes me that the matter should be the last
matter for tonsideration. The adoption of the uniform statements
or returns on the purt of companies should be the last thing that
we should do, as a convention, this year. I am in favor of the
adjournment of this convention, and I am in favor of its being in New
York; I am very much pleased with New York, as represented by the
committee from the Chamber of Commerce, and from the B oard of
Underwriters, and from the life insurance companies of theeity. I
think that the remarks that we have listened to from these gentlemen,
the communications that we have received from these different parties
through them, have been of great and iocalculable advantage to us,
as members of this convention.

And, sir, allow me to u:;ﬁ. that there is a locality farther east, which
would be a fine place for the assembling of this convention—and that is
the city of Providence, the capital of the emallest state of the union, as

rds territory, but not the smallest as regards its resources or its
wealth—allowme to say it with all due delicacy. And, sir, if this conven-
tion would accept an invitation from the representative of that state, to
meet in the capital—in Providence—we would give you what I think,
judging from the capacity that we have shown at entertainments that
{:ue gone before—we would give you a genuine Rhode Island clam
bake. [Laughter and applause.} )

The question was thentakenonthe adoption of the amendment offered
by Mr. SgeeLs, of California; and carried.

The question was then taken on the adoption of the resolutions as
umende% and carried. .

The convention then adjourned till Thursday morning at rx A. M.



EIGHTH DAY.

. NEw-Vork, Jame 1, 1871,
The convention re.assembled at r1.30 A.M., the president, Superintendent
N e waojion of Dy, Atchison, Ived to limit the speeches of dele
motion A § it was resolved to limit the tes
to five minutes each during the remainder of the convention. &

RE-INSURANCE RESERVES ON FIRE RISES.

Mr. C. C. HINE was then introduced, and read the following peper cn
“Re.insarance Reserves on Fire Risks: '

‘What is the proper basis for reinsurance reserves on fire risks, short term,
annusl, and long term ?

There is less intricacy in the calculation of fire reserves than in those of life.

The emount charged for o fire insurance is the agreed price of inswring the
visk for the t2rm mamed in the policy, plus expenses, of course. This is the
vital distincdon between fire life insurance, so far as the calculation of
reserves goes.

It is worth just as muck to make a reinsurance om a risk for its unexpired
term as it is to make an original insurance for the same term.

It is worth ss much to insure 2 certain sort of risk one year as another. I
is worth five times as much to insure it five years as to insure it one year: Itis
worth half a3 much to insure it half a year as 2 whole year, Nevertheless,
short rates, as we call them, are charged for terms less than a year, (short rate
is a misnomer, however, because the rate for a period less than a year, instead
of being “short” of the grv rufs of annual rate, is a large advance upon itf)
and less than five times the annaal rate is charged for a five-year policy. i
bowever, is because it is as much expense and trouble to survey & risk, and
issue and audit a five-day policy upon it as one for five years, and per contra, no
more for the five-year than for the five-day policy. Retail prices are higher on
the same goods than wholesale, the world over, and vice versa. These facts
are accepted as fundamental by the fire-insurance e, and if they are borne
in mind, will simplify the solation of the question of fire insurance reserves.

e must a.rm;ﬁr the purpose o ting reserver, that the raies m-
mium charged by the companics, are adeguate rates, ‘These rates vary in -
ent localities, being influenced by the construction of buildings, the width of
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streets, the eficiency of fire departments, the supply of water, the police, the
state of trade and, too uently, the vigor of competition among those who
seck the business, There have never been any **mortality tables' made up
from the combined experience of fire companies. The materials therefor have
not been deemed congruous by those who have classified them. In point of
fact, one company ray be actually charging rates that yicid a handsome profit
and anather may he doing the o&poxitc, bat there is no accepted stan and
we will be compelled to [eave the question of the adequacy or inadequacy of
rates charged particular compamies for the logic of events to decide, and
assgme that they are correct, for the purposes of calculating reserves.

Wha- portion, them, of the premivms on wnexpired risks should be reserved for
reinsurance ! The old New-York rule has rectived the endorsement of many
of the best minds in the profession, and is undoubtedly as_equitable as any that
has been practiced. It is simply W‘mt of the premiums on unsxpived
risks Aaving ome year or less fo van, a pro vaia of the premiums om policies.
Agving more than one year lo run.

Absolute accuracy would be attainable only by a seriatim pre rafs calculation
upon all the policies, but this wonld be a very great labor, as many of the larger
companies issne from sixty to eighty thousand policies per annum, and absolute
accuracy has never been held to he ‘essential, because &? coptracts for fire in-
surance, unlike those of life, are sHORT. Itis thought by some that they do
not average a year, the short risks on grain, cotton, pork, merchandise on the
wharfs, &c., for five to ninety days, ing the dwelling-house contracts
which are for three to five years in many instances. Hence, only en approxi-
mate accuracy in the calculation of reserves has been held to be necessary.

The annual policies issued, prior to July 1st, wonld have, when the end of |
the year was reached where the reserves are calculated, less than six months to
run; those issued aﬁutﬂuly 15t would have more than six months to run;
but it is assumed that the average unexpired term of pending annual poli-
cies is one-half the year, and hence that E.fry per cent of the original premium
is the proper liability for reserves on such policies. Short term policies pend.
ing December 31st, are included in the same rule, their average in a current
business being also one half.

Exceptions to this rule are found in 8 new company, or one whose business
iy rapi J_muming month by month, and in a company that has ceased busi-
ness and is letting 15 risks expire. In the first case, the average unexpired
time would be much more half-a-year. In the latter case it would be
much less ; and the amount actually reg to re-insure would be very differ.
ent in the two cases.

Long term policies, if the business were a settled one, and had been prose.
cuted by a cqmpany for five years or more with tolerable regularity, could be
discrosed of in the same way; but this business is one that bas attracted more
and more attention from the companies, and has been steadily on the increase
for & number of years, 5o that even in the older companies it would Erhaps not
be correct to put them = ntheﬁ.ﬂiperoentbasis. They should be grou
acoording to the periods for which they were issued, and the dates of their expi-
rations and pro raes calculations made upon them accordingly.

The result of calculations on the basis of fifiy per cent has been found, by
observation, to be.about forty per cent of the premiums received in a given
year, and that has been adopted in some cases as the measure of the reinsur.
ance fund, When we remember, however, that it includes in its basis the pre-
minms on expired risks (short business done within the year), we conclude that
the forty per cent is rather a coincidence than a mathematical basis for calcun-
lating the reserves. Nevertheless, it is & check of great value. If filty per
cent of premioms on unexpired msks be adopted as the general basis, there
shodld be a proviso that the sum reached by such calculation should not be less
than forty per cent of the premiums received during the year; some of the
best men in the profession say forty-five per cent.

Many of the better compeanies keep general expiration books, in which all
tbeir business, focal and agency, is written up day by day. From these they

-
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can tell what their expirations are for each day i the current year, and {on long
busm_es:Lfor each day in the years beyond. Something nearer absolate acen-.
racy in the calcalation of rescrves could be reached by a requirement that all
companies should keep such expiration books, showing, among other things,
the amount of premiums on the expirations of cach day. By a prv refz calcu-
lation on these daily footings a result could be rem{ed much nearer mathe-
matical gocuracy than by any system now in vogue.

The address of Mr, Hing was referred to committee op valuation and
reserve.

ADnpaESS oF THOMAS S. LAMBERT.

Mr, KELSEY moved that Thomas S, Lambert, president of the American
gopqlg Life Insurance Company, be requested to address the convention.
atri . - .
- Dr, LAMBERT then spoke as follows :

My. President assd Gentiemen of the Convention:—In the remarks which T
shall make to you, I desire to be considered as representing not specially the
company of w{nich I am pu-esident‘,e but a_class of ideas, the importance of
which is so great, and in which I fecl 50 deep an interest that I wish to lay
aside afl personal fecling, and address JW from a &urely scientific standpoint.
Every onc whe has had the privilege of observing the proceedings of this con-
vention, must have been profoundly impressed with the honorable spirit of
inquiry, mutual concession and mutual respect which inspires its inﬁ:i-lduak
lneimbets, and the happiest r:sultsh mulst l:i:uw from it‘s hsessmns -

speak to you, gentlemen, as what I shall terma * 'e_nicnctum:y. that is:
to say, as onyeowhgc; combines a knowl of the sue’;i of Life with that of
actuarial mathematics, and who is thereby enabled to measure correctly the
probable length of healthy lives—usually called ‘insurable”’—just ng the
pathelogical actuary can czumate the probable length of insured lives.

I may dwell upon thisﬂ]:hnas one of the class of ideas that I wish to
sent before you, The functions of a hygienic actuary, to be most effective,
should—indeed, must—be combined in the same person. 1t is, in fact, almost
impossible to separate them entirely, and have each performed by distinct per-
sons. When this is attempted, as is generally the case, we often find the
medical examiner arguing upon the probable length of life of an applicant, and
conjecturin &his rational ion. We still oftener find actuaries
T e
in and Jo; o & e science of life,

} oorrec{ and nsglﬁ.ll gbsemﬁgl:gmd dedpulzm based upon the facts
of actual Jife, brought under their notice or forced upon their attention. Mr.
Hemans, in his admirable paper before the Sccial Science Association, exhib—
ited a great truth that I have always maintained : that men, in insuring, are
very much governed by their instincts; and he illustrated the important gct by
showing that applicants usually, or upon an averagr, instinctively choose those
kinds of policies which are most for their interest,

There 15 no objection to having the mere mechanical work of either fonction,

formed by distinct persons experts in but one. A medical examiner may be
ignorant of actuarial mathematics, yet competent to distinguish sound
unsound applicants. Buat if he does not know the expectation of an appli-
cant’s age, nor what it will cost to insure a class of such persous, he cerminly

beyond his province when he recommends & person as “*insurable,”

n, when such an opinion has been given, an exeminer, being asked, has
replied that he did not know what the * expectation * of the person‘s age was 3
end when told, and asked if the party would live a3 long.as the expectation,
has quickly replied, * Not a single chance for it! !

In the same manner the cmatical actuary would oﬁenvn?hisnom o~
tations materially, if he fully realized the probabilities of a class of lives simu
to the one for which he is conmsputing a premium. Sup;{]osc the person to be
thiny&:n of age, and the actuary to be informed that he is insurable for not
more fifteen years, the actuary would not, as is generally done, give him
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2 * combined term and endowment " “ﬁfteen-{lear policy” as at thirty, the
premiums of which are computed as for one whose ** expectation ' is thirty
ears ; bt the actuary would enforce upon such a person a premium as at
-six years of n'ge, which hes an ":Erecwiou * of fifteen years, during
which the ratio of the living and dying will usually be similar to the probabili-
ties of the person of thirty, who hus but fifteen yéars probably before him. If
the actuary gives him the premium of thirty, no matter of what kind of policy,
itis too low; and in this way tens of thousands of applicants have been insured
at premiums that are sure to net a loss to the companies that have thus done
their bosiness.

It will be just as scientific and pmJ:c to give him an annval for life-payment
policy, as it is to him a term and endowment at thirty. There is no objec-
tion to giving' either at'fifty-six, for the premium of that'age in each case is a
premium for fifteen years at the close of life. True, there are exceptional
cases in whila <t ? Et thirtg, baving but ﬁfte:ll: yeul;s to live, probably have
po more probability of dy nrin, t time than the average of people at
thi‘lr_tg.bu]:tbntianonhexﬁ. 8 e

¢ applications to a company should pass not only under the critical eye of
an examioer and that of an actuary, but be subjected to the analysis of g per-
son in whom both functions are combined. In other words, actuaries should
become students of the science of life; and examiners at the central office
should not kave their duties merely incidental to a general practice, but should
be devoted to them exclusively, and fitted for them by adding to a thorough
knowledge of life a knowledge of actuarial mathematics.

I will briefly touch, sinﬁ{ and_collectively, upon only three other of the
classes of ideas to which I have referred:

1st. The stock idea, .

2d. The mortality idea.

3d. The interest basis of valuation ; all of which bear very strongly upon the

A_'tyqflifeim i s » prevail generally in regard to th of

incorrect idea seems to prevail gen in to the meanin,

the ;:g *stock . as applied to 8 c'ompeuz. ySome suppose that this nagme
excludes any making of returms or dividends, and that, if they are made, a
eongﬁy becomes * mixed ™ if it has a capital, and ** muteal " if it has not a
capi .

is is a serious error, leading to a very pernicious mimdmmdl?' and
conclagsion. The fact is, most ** stock” companies do make returns and divi-
dends; for the “retum premium policy " exhibits a return or dividend b
increase of insurance, ete. The t truth is, that whethera company is stocI
or not, depends upon the use e of its capi

if the true character of a stock oomgtny was understood, much misapprehen-
sion would be removed; for it is evidently not intended nor desirable that its
capital, nor any part of it, should remain on hand; for it is. by this use of the
capital that it is able securely to make ils premiums lower than those of * muteal”
and ““mixed " companies, which permanently invest no part of a capital, but,
make premiums large encugh to cover all cost of imsurance. Indeed, is it con.
sistent to say that an{mpart of the capital of a stock company should be reserved
for security of the policies, when the reserves legally required upon them are
sufficient ? 1f they are not, let the basis of computation corrected ; but do
not say that a reserve of a per oent of capital is needed. A larger capital than
is needed for construction of business is not, of course, desirable, as itis an
expense if unused, and had better be withdrawn for a more sclive use ; and iff
used for the purpose of constructing business, or to make good the reserves for
the time being, itisnot properly to be called impaired, but invested. If any
part of it must be reserved, it is evident it should not be a per ceat of the
whele, but 2 per cent of the business, since it is supposed to be reserved to
secure business. )

If such additional reserve of capital be re as essential, one of the chief
advantages of & stock compeny in favor of security will be cast aside; since
the lower premiums that the construction use of capital permits attracts the
best class of lives.
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For example; if a first-class risk of twenty.five years of age finds bis premiam
upon $1,000 will be $20 annually for life, be at once computes at full interest,
the full amount to be paid by him, ifliving as long as bis oldestancestor did, and,
is surprised at the magnitude of the result comy with the littleness of the
assurance, even if increased by the most liberal suppositions ever made by an

eut, and he turns from {nsurance with disgust; while only inferior risks will

y pay the $20; $15 would be more attractive to the best class, especisily
there was also o hope of an after-return to the long-lived. As good business
would thus be secu.rei, inferfor risks would be di ed, ar enforced to pay an
adequate premium. While, if the premiums are large, the necessity for doing
business, and the belief that the premiums are large enough to cover almostany
case, tend to load & company with inferior risks. That is to say, the lower
premiums of stock companies would be likely to attract and secure a larger
proportion of superior risks; while the larger premiums of * mutual® and
“mixed ” companies would tend to secure risks that, after & little time, will
uce an unfavorable mortality; while the apparent large surplus produced

or a few years, hl ln.:fse premiums, moouraﬁas a lavish expenditure,

But the stock idea aiso tends to & betler selection, because of the iary
interest concerned in producing a low mortality., Especially will this be the
case if all the agents, examiners, etc., concerned in making a policy bave an
abiding pecuniary interest in the transaction, which should always be the case.

One of the ideas that I would urge is, that no flat commissions or brok
should be given to an agent, but that cvery agent, every official, and espa;'r:ﬁ;
every examiner, should have a pecuniary interest in the result of every case he
assists in insuring,

But it may be asked: can the mortality of a company be controlled to any
practical extent ?

This leads us directly to our second practical idea, :’.m%ortmt not only, but
essential to security—7. £, methods of securing & favorable mortality in a com-

pany.

Doubtless every member of this convention was surprised, as everybody is,
when he first leammed the fact that the tables of the experienced mortality of
-companies—actuaries’, American experience, etc., exhibited a greater mortality,
not at every age, but in the aggregate, than the tables of the mortality of
people at large—Carlisle, Farr's, etc.; and the exclamation generally is, what
then is the nse of the selection made by the companies? Bat itis supposed that
‘without it the result would be stil! worse. It may be said, in excuse, that the
tables of ** experience”” are, in truth, made with a_larger mortality than the
facts show, in order to allow for extraordinary occasions. While this is doubt-
less true of some companies, it is not of others, which evidently have a greater
‘mortality than any published experience table exhibits. .

The facts upon this subject of mortality show that it is the most important of
all in regard to security, and that the science of life must be applied to the
transaction of life insurance business, or it cannot permanently prosper, The
science of life, as practically applicable to insnrance, or to every-day business
life gemerally, is not a mystery, nor in any respect occult, but is easily learned
and applied by u‘g apt scholar comstitutionally adapted to make accurate
observations and deduchions. Precisely that is true o vimlitr and longevity
indications, which in the following extract, is t.erase}il expr by the editor of
The New York Stamdard, in regard to the subject discussed in your committee
meeting, Hesays:

“The debate of actuaries in the presence of General Smith's committee on
valuations, which was held at the il:ﬁ:h Avenue Hotel, on the evening of the
sixth day of the session, and protracted until two o’clock in' the morning, was
probably the most important one of the kind ever held. It resulted in proving,
we think, to the saﬁstE:cﬁon of the convention, that the hitherto supposed mys-
tery enveloping the -business of life insurance is in fact o mystery at all, and
that, by the exercise of a little common sease, a!l the rubbish which has accum-
uleted about the questions of the rate of mortality and rate of interest can be
swept away, and the ground left clear for future business.”




109

Your blanks, gentlemen, should question the companies upon the causes of
deaths experienced, and compiled tables should show the ratio of inherited
constitational and other diseases with which the insared die, and the number
of premiums each deceased person paid. If you shall - reqaire from each com-
pany copies of blank lications, and of those filled by applicants taken at
random upon numbers that you shall give, you may be able to compile a more
perfect application than those of any company; and, by noticing Lge applica-
tions, can judge at least somewhat correctly the character of the risks
ins and thus reach approximately & sound jud.%ment upon the first element
of security in a company: 4 ¢., its kind of risks; for it cannot be denied thar
a superior class of nsks is the best asset that any compm{ can possess, since
the greater the number of future premiums 1eceivable, the less the amount of
reserve needed in addition, to equal the assurances promised. In fact, if .the
future premiums receivable will more than equal assurances, even a negative
reserve is not only compatible with solvency and perfect security, but the con-
ditions permitting this negative reserve are the most desirable of all things in
life insurance toward ucing prosperity to a company with the least expense
to the assured. It must not, therefore, be overlooked, that any legal assump-
tion, that i thekinds of risks insured, fails torecognize and to use not
only one of the most valusble, but one essential means of inducing security,
You may reply that, however important this matter may be, it would be too
diﬁcnit—imfeed, atterly impossible=to examine each case in the companies so
as to form a practical judgment upon the character of the risks insared, that
therefore a mortalily table must be assumed high enough to cover the risks that
:'nlﬁ.oompmy will have, and allow each one to do as much better as it can or

ill. But to seek secarity without ascertaining the character of risks, sppears
like the play of ** Hamlet" with Hamlet omitted. In fact, this plan of a high
assamphon cannot but thwart the very object in view, since the high mortality
necessitales a high premium, repelling the best risks, which, at ordinary pre-

- miums for all insured, are the only salvation of the company. Take an

extreme case for illustration. If, on account of lu’[gh mortality, low rate of in.
terest, heavy loading, or all.combined, a person of thirty years of age should
be charged a premium of $100 per $1,000 assurance, annual for life-payments,
would he accept & policy unless almost sure that he would dig in g few at
farthest? Of course not. Is it not evident, without argument, that the best
risks are the best element of security? Is it not evident that whatever attracts
them is of prime imy ce in attaining security? Is itnotevidentthatherge

inms will and smaller premiums attract the probably long.-lived ?

ill not, then, the latter induce a security under small premiums, which will
become Iess and less probable the higher the premiums are made? And will
not greater reserves be necessary when the future premiums are large, then
when they are small, if they have atiracted exira risks ?

If the character of therisks is not inquired into, but assumed, is there any
use of going farther? May not everything else be equally well assumed to be
sufficient #? If the moral and intellsctual assets of a mmﬁ::{ are assumed to
be sofficient in rrfud to charscter of risks, why distrust upon matters of
less moment? H the risks in & company are inferior to the assumption, is
there any security ?

May 1 not, then, argue again that in one way and another you can ascertain,
and easily, for all practical purposes, if a uompang is insuring risks below the
mortality table upon which its premiums are ?

You may, for instance, inquire how many of the insured of each company
have been taken npon ‘‘combined term and endowment” policies, or upon
five, ten, fifteen, or twenty payments, who would not be teken upon the annual
for ki eat, at the same age. This would at once, in some cases, reveal
a tumber of inferior lives, which are now assumed by the depart-
ments to be at least average good. Also, you might ask, how many are
insured for small, who would not be for large amounts? This woul l.l_so
assist in bringing to light a very im t fact—i. ¢., that all the companies
think that they can and do distinguish differences in sound and insurable lives,
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althoagh most of them do not express the fact in o very seientific, and certsinly

not in 2 very e}uitable manuner,

‘This fact of distinctions being made would at least put a lasting silence upon
those who, ignorant of what may be and is done, absurdly assert that applicants
for insurance are divisible into only two classes: those who are inscrable, and
those who are not.

What is the process by which this division into two classes would be made ?
The same precisely by which sound lives are classed; and it is much easier to
distinguicsh between three, four, or five classes of sound, or of unsound lives,
than it is to distingmish between incipient unsound and trely scand risks. To
do that, is often insuperably difficult. I may appeal to any éne in this room if
he cannot, from those present, select risks more desirable than others, all of
which would properly be called insurable ? ‘

Is there any way in which life insurance can be made secure, or offered to all
to whom it would be useful, except by commencing at the foundation, and
classing lives or risks according to their vitality and lm]%:ity charscteristics,
and first or last adjusting to each class its own cost, holding out the induce-
ments of equitable advantages to, the best class, either by low premiums,
increasing assurance, or partly by both, and epforcing epon the inferior rigks
an adequate but entirely equitable premium ? ) i

True, it may be said——and it is mot denied—that the very beat class in this
case may be selected and called the insurable, and all the others discarded,
Thas, but two ¢lasses might be made, and one premium might be ied to all

rsons of the same age. But this would exclude three-fifths, if not three-

s, of those now insured, and insurable with perfect propriety, at a practi-
cal premium all the way from a little to very much higher than is ample for the
first class. Nor is there any practical objection to conferring the great benefit
of insurance upon all classes of lives, attracting the best and inducing the
inferior risks, since the classing of them is very easy.

Ugon my left, for example, Ehere sits a gengeman whom 1 do not know, nof
has he probably seen me before, yet I can perceive, by his life-indications, that
his ancestry upon both sides reached a very high lonﬁevity—eighty to ninety
years, and some to a hundred, or pearly that age.® He nods assent. “* Apo-
plectic,’” whispers one. Not s0, Itisa popular fallacy, that a corpulent per-
son with short neck is a?oplectic. More spare persons having long necks - die
of aPoplexy. At least, if you inquire, you will find that none of this gentle-
man’s ancestry has died of apoplexy; and he resembles them very much,
esﬁeqa.ll&v his mother’s father, whom he *takes after.’” He agunin assents.
¢ How do I know these things 2"’ Easily, When the color of the whiskers
is lighter than the eyes and hair, the person * takes after” the mother's side;
and if the shoulders are broad, the mother's father; while, with the like rela-
tions of color, if the neck is long, the shonlders sloping, and chest less devel-
sred, the inhéritance is chiefly from the mother’s mother's side. {Several other
illustrations were made from those present.)

A written history, with a complete personsl delineation in an application,
equally furnishes all the data by which a competent person can do, as one of
your honorable members-=Dr, Atchison, of Tennessee—said he always wished
to do when deciding upon the scceptance of a case, * from the description,
throw up before me a re of the applicant, and look at him as if he were

resent,” and, from (he points presented, determine the relative risk of the
Efe. If this can be 8o easily done, will any one argue that there is any neces-
sity for insuring such gentlemen as this one upon my left at ordinary prices,
and classing him with ordinary and inferior risks, the losses among whom be
must then inequitably share? ~ Look at the relative length of his trunk! One

lance is alone almost sufficient to decide the desirable character of the risk.
ilia instincts have always assured him that he will probably evjoy = long life;

# [t is but fair w remark in this conpection that the gentleman here referred to by Dr, Lambent
told the undersigned ﬁnhhﬂmm&w&bﬂb@bﬁ:ﬁﬁ:ﬁmm;oh
family were exactly as herein stated, HS0 -
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and only the most strenuous circumstances will induce him to insure. If the

bases upon which his premiums are ‘tomputed are altogether disproportionste

to the in hi:d case, at lea;t :-:nllle“ he is classed so mlt?;:lt:ly to r;c;'iﬁre

his appropriate advantages, he will reject insurance. j us na

4o our third point. . ’
Proper interest basis of valuation.

t is not necessary to demonstrate before this audience the relations of in-
terest assumed, to premiums and reserves, since you all know that these latter
are the products of the former, and, the larger that is, the smaller are they,
and vice versa,  Yet few truly realize the itude of the effects of compound
interest, and still fewer perceive the iniiushoe, insecurity, and extravnsanoe
Taturally resulting to insurance from the low rate assumed by the law. Inde
such & view js taken, that, in the legislature of one state last winter, it
was zroposed to reduce the rate to three per cent, in order to promote security ;
'El ich was like Sangrado’s doctrine—to bleed his patients the more the weaker

grew.

g ubtless, every gentleman present, like everybody else, has wondered that
four per cent lhouldg::ve been assumed-—at least, shzuld continued—when
it is sa evidently wrong, scientifically (morally it is stil worse). But its effects
Jave been overshadowed by the argument of security, which has been accepted
‘without examination as being sufficient, whereas security lies in the opposite

- direction; and this low-rate law, like almost all other Iaws, has the public
s a pretence, but some other reason in fact.

First, the four per cent basis was easily copied literally from the English
.companies. The principle of those, however, was to assume the &ighest rate
of interest receivable, Seeond, it is easier to continue a habit than it is to

iliarize our minds with new computations. Third, the inertia of the mind
is i::uelfavor of thaft which has beeg‘, wrl::l"ch ti:t calls c:%slmt;teive, while often it;_ is
me a car of juggernant, Fourth, but proba greatest reason for
.a.dopl!ng and maintarming the low rate, was, tfs
the companies, years ago, were not in cash values, and it was thonght best to
require 80 large a reserve that the cash part might go as far as possible toward

ying liabilities. As a man, when asked why he bad sold a dog for ten dol-
for which be had demanded baut five dollars, replied, that he was obliged to
accept ent in one worthless small dog at five dollars, and therefore only
‘recel ve dollars of value. But this temporizing has only made things
worse rather than better—as it always does. Cettainly, where the reserve exists
it all cash values, anyargument in favor of & four per cent basis for reserve is
a non sequiiny, and is productive of a tendency to injustice, and, of course, to
insecurity, as I will ilustrate by a few facts.  In seventy years (from twenty-
five, to mincty-five the endowment period of New York state whole-life mb!eg,
money nearly doubles by the effect of each additional per cent rate of interest.
¢ bécomes nearly $o, $13, $37, $73, $150, $300, $600, $1,200, $2,400,

5,000, at from one to ten per cent, e difference between the four per cent
interest of England and the eight per cent of onr western states is the differ-
ence between $75 and $1,200,  Shall, then, the necessities and the results in
the two countries be computed upon the same basis ? The statement is itself a
reductio ad absurdum. .

Again, if twenty-five sonual premiwms have been computed on the basis of
four per cent to cover assurances, are not twenty of such at six per cent much
better # That is, if six per cent upon them is in fact receivable, a young com.
E:ny will find in twenty of its future premiums more than enough to cover its
.liabilities, and will be more thanl solvent without a dollar TESErves, fA
negative reserve, even, is not insolvency to a young company, especially if it
have alarge %x;oporﬁon of truly best risks—the best uspetsyof &I oon!pany
-except it ma those moral and intellectnal assets which will enable it to
more risks of the same kind. At least this must be allowed, and this is all that
it is desirable to show, that a young eon:f::y having legal reserves absclutely
‘not needed, is relatively much stronger oid comﬁa..ttnes that absolutely need
.most, or all, of their reserves! Itis also evident that a young stock company

t much of the assets of most of
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does not need any reserve of capital in addition to & reserve covering its policy
liabilities, end that, instead of being with such a reserve eap?t:I, it
ought to be credited with an investment of capital. Is not, then, any legal fic-
tion which by word or implication tends to weaken confidence in sny company
that is really strong, a legal libel, that is quite as much to be.condemned as ifa
similar baseless reproach had been uttered by a private ?—indeed, more
to be reprehended, because there is a remedy against the private person, and
also because such a law militates apainst not only the given company, but
against the cause of insurance,

‘Whatsoever is morally or scientifically wrong, tends toward insecarity;
whereas, whatever is morally and scientifically right must sup security,

For instance: upon the siatute.books of any state ought there to be found
such egotistical and unjust laws as those limiting investments to certain sec-
tions, ostensibly for rix-e.»tm:t:ion of policyholfers; but reslly to affect the
demand for state stocks, thus withholding from widows and orphans a larger
interest, under the pretence of serving them? All the * ways that are dark.
and tricks that are wain " have not been monopolized by the “heathen chinee.”

Qne word upon surrender values. Is it not evident that these should be
governed in part by what has been paid into & company, especially if the pre-
miums have been computed upon bases of mortality greater and a raie of
interest less than the real facts warrant? Omwght not also the condition of the
individual, as well as that &f the eom&an , to-be considered ? In short, ought
nota to be examined as much when he takes out a surrender value as
when he takes out 2 policy from a company? How can the company know
what it can afford more in one case than in the other, without it has the facts
developed by an examination ?

A word may also be said in this connection upon the idea that an ingurance
company is a depositary, like a savings bank. Itis mot, It has nome of the .
functions of a savings bank, properly speaking. All the functions of an insur-
ance compauy are Insurance functions, more expensive than mere depositary
functions, as they are more valuableto the persons who are profited by them.

In conclusion, would not greater security, as I have tried to show, be given
to insurance, if stock companies should encouraged, instead of being, as
now, adversely compared with their competitora by the working of the laws?

‘Would not security be grestly increased—indeed, made perfect—by means of
the separate classing of sou.mi lives, and basing the computation of reserves
and premiums upon the facts in the cases really insured ?

Is there a doubt that a computation upon a basis of a practical interest
receivable would tend to promote security and curtail expenses ¢

Dr. ATCHISON moved as follows:

Resolved, That this convention most cordially return their thanks to the
fire and marine, and the life insurance companies of the city of New York,
for the courtesy and hospitality which have extended to this body; and we
recognize the generous confidence which been extended by them, concern-
ing our deliberations and actions, whereby all restraint has been go far removed,
that mutual confidence and respect has become fully established, and, we trost,
will be continaed in the futare.

Dr. ATcaIsoN—1 move this resolution as an expression of the refined cour-

" tesy and generous hospitality which we have received at the hands of these

gentemen. They are noblemen, worthy of this city, and this grand emporium
15 worthy of the continent which imu.

Mr. PaINE—I wish to say how cordially I enter into the spirit of this resolu-
tion, and I wish pauﬁcuhréto say how pleased I am that here, in the city of
New York, where fashion 8o prevails, in the various banquets provided for us,
they have done us the honor—and I am sure it is a great honor—te dispense
wi R;pirimou liquors. For one, I have not seen a single glass of liguor
offe atmyofthcbq.ng:eu sented to us, and I certainly think it is a great
credit to them that they have been willing to treat us with this respect.

The resolution was unanimously adopted.
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Mr. CALDWELL—Mrz, President, I have a minority report from your com-
mittee on taxation, fees and deposits, which T will request the secvetary to read.
The secretary then read the report, as follows :

MINORITY REFORT oF THE COMMITTEE ON TAXATION, FEES AND DEPOSITS..

Your committe€, to whom was referred the questions of taxation, fees and
dggosits, beg leave to submit the fo]]owin& minority report;

AXES AND FERS.—That any fire, i d or marnne insurance com S
doing business in any other state than that in which it may be organized, sm
be taxed only upon the amount of premiums received, after deducting com-
missions and losses actually paid in such state; and your committee are of
opinion that a tax of three per centum upon such net receipts, in addition to the
departmental fees recommended by the majority, and which the minority also

" recommend, would be ample, just and equitable. - -

That life and accident insurance companies should be subjected only to such
taxation as the states wherein they are organized may deem proper to impose,
and such mdditional departmental fees as may be necesgary to secure the most
thorongh and complete investigations and valuations by the several state

ents.,

the manner of taxing companies by the states wherein they are organized,
or whether they shall be taxed at all, is & matter purely for the several states to
determine according to their varied interests, and upor: which subject it is inex-
pedient for this convention to make any recommendations,

DEP(SITS.—Your committee are of opinion that the question of depasits
should be left entirely to the states in which companies are organized, without
recommendations from this convention further than this, that when 2 deposit of
s guarantee capital, of not less than one hundred thousand dollars ($100,000),
may be required by the laws of a state for the benefit of all policyhalders, it is an-
wise and unnecessary torequire further or additional deposits in any other state.

Vour committee would further report back and recommend the adoption of
the following resolution, offered by Mr. Harvey on the third day of the session,
to wit: .

Resodped, That in the practice of dividing its surplus among its policyholders,
a mutual life insurance company should take into consideration the taxes levied
upon preminms by the state in which the policyholder resides, and that no de-.
ductions for tax éxpenses should be made from a dividend to a policyholder
residing in a state which does not charge the company with a tax upon its
premium receipts; or, in other words, that no portion of the taxes leviego n
premiums in one state should be charged to or imposed upon the policyholders
residing in another state,

Mr. WELL-~Mr. President, I am not going to make the apology for
offering this minority report, which the Hoosier juryman did, when the jury
was repﬁmanded severely for fg.lhng_to bring in their verdict. After listening
to the judge with considersble impatience, he said : "]’udiz, you are right, we
could lJnve just as well as not, and it is a disgrace that we did npt. We
would have, but for the most stubborn-headed oid man on a jury that I ever
gaw in my life,” {Laughter.) Idid not intend to make this apology for the

tlemen with whom I was associated on the committee. They were exceed-
fngly courteous, and were even disposed to compromise on different views S?
modern committees are in the habit of doing), by splitting their differences, by
drawing cuts and even by playing * freeze and poker,” to test the matter,
(Laughter.) But I was always unfortunate in drawing cuts, and [ know I
should stand no chance at' freeze and poker ? with gentlemen associated with
me. (Laughter,) And the only alternative left to me, as & minority of the
committee, was to submit the minority report which has just been read. Bat
the differences of opinion which exist between your commitiee were such that
we could not reconcile our ideas among ourselves, and we agreed mutually to
dis presenting our different views for the consideration of the different
mmgeers of this conventicn, for adjustment when we re-assemble.

Mr. President, I assure you that it was with a great degree of diffidence that
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I felt myself unable to make up my own mind upon the record, against those
who are much my seniors in experience; and it is only after I have carefull
weighed the matter in my own mind, that I have consented to do so. And
.deem it no more than just to myself to thus brieﬁ; state the considerations that
influence my action; and that I may be very precise, and may not be misunder.
stood, I have reduced my remarks to writing :

In the first place, 1 am unable to agree that taxation should be applied alike
to fire snd life insurance, It is meraful to lift the burden of taxation, as far as
possible, from labor, and rest it where it properly belongs, upon capital; and
while I recognize the benificence of fire insurance, while 1 admit itis to
cover the poor man’s cot as well as the rich man's, yet it is mainly for the
tection of wealth, and in the interest of wealth, It'is estimated that only t
ten per cent of the labéring men of the conntry have pr that could
receive the protection of a fire policy; but all have a life, ing the only
shield and mpﬁto dependent little ones, whom death m‘lﬁw a charge
aupon public ity, paupers in our poor houses, or cri in our jails;
the:efo::idl am mdegreye opinion thd::no state legi :i:e.i:i’hoglhdbe enacted
that would, in any , di e Ppoor man ng the protecting
shieldoflifeimuraneeforhilm, that no exactions ahouldgerqu;:cd that
would increase the cost thereof, than such departmental fees as may be
necessary to provide perfect security by careful supervision and valuations.

In regard to the taxation of fire insurance companies, I differ only with the
majority in the mode or manner of Ievyiutﬁ the same; and with all deference to
the opinion of the majority, I cannot see the propriety or justice of taxing gross
premiuins. ‘When a company has actually paid to the people of a state, in com-
missions and losses, a greater amount than they have actually received from
such state, it seems to me manifestly anjust to require a payment of a tax for
o b:rneeﬁis]thnn the loss of Ble d if the

A icy is to cover oss of Zaxa O] and i be
desi w0 mmch of the taxable weaith of the aate hus disxppeaprl:f?e: ich
the fire policy replaces, and thus the state receives its benefits as well as the

perty owner. For these reasons, it seems to me that the only just system

states to a.dogt in levying a tax upon oompanies organized in other states of
the uniom, should be a percentage upon the actual surplus profits which a com-
pany may realize in the state from business done.

In regard to deposits and departmental fees, it will be geen that the majority
and minority reports are substentially the same.

The PrESIDENT—What disposition shall be made of the minority report ?

Mr, W. E. HARVEY-~] move that the minority report be printed with the
majority and submitted to the convention at its next session ; and that
the portion of it relating to the reduction of the taxable dividend be taken up
and discussed.

The PERSIDENT—I hope the gentleman will ezcuse me for making & sugges-
tion—that the minority report seems to entirely concur, or, as the gentleman
says, it substantislly concurs with the majority regort, on the questton of de-
posits and fees. I would suggest whether it would not be more expedient to
merely let that portion which refers to taxation Lie over; and that the other
portion be taken up and agreed npon.

Mr W. E. HARVEY—] accept the suggestion,

The PRESIDENT—I understand the motion of the gentleman from Nlinois
(Mr. W. E. Harvey} is, that the portions of the reports from the committee
on taration, deposits and fees, which refer to taxation, lie upon the table, . But
that the other portion of the report referring to deposits and fees, and the
resolutions referred toin the minority report be now taken up and considered.

The guestion was taken on Mr. a.rvg's motion, and carried.

Mr. WELL—I think I am justified in moving a re-consideration of the
gentleman's motion—and that it be laid on the table—apd that we take no
action upon it until we reconvene.

The }gnsmnm—l shall be. sorry to see the convention disband withont
taking any action on these subjects.
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Mr, CALDWELL—I am not sorry, so far as this report is concerned. My
reason for believing that it would be best to defer action is, that quitea
number of delegetes are now absent; in deciding these questions, it secems to
me we ought to deliberate a little more. I cannot see that anything is really
accomplished by pmssinﬁ the matter to & direct vote at the present time.,

The PRESIDENY—I hope gentlemen will express their views freely. Of
course, our time is limited; and if we are going to arrive at any conclusion, we
must consider the matter that we have in

Mr. PILLsBURY-=Will you please to state the proposition ?

The PRESIDENT—Mr, Caldwell now moves for a re-consideration of the
motion of the gentleman from Illincis (Mr. W. E. Harvey), to proceed toa
consideration of that portion of the report relating to deposits and fees, .

Mr. PiLLsBuxvy—Without attempting to discuss any question for a moment,
this proposition seems to have met wi Frut unanimity. And as our action
is simply to recommend it as the sense of this convention, it seems to me we
have giving an expression of opinion on that point.

The question was then taken on the motion of Mr, Caldwell {o reconsider
the motion of Mr. W. E. Harvey, and lost. N

Mr. PAINE in the chair.

Mr. MiLLER—The delay nmow, as I understand, is simply caused by our
waiting for the production of the reports. The majority report was placed in
the hands of the printer, and the secretary is endeavoring to getit. I think,
however, I mey occupy & moment or two of the time, and say that from
my intercourse with the different members of the convention who have
! —of course, those who are present can and will speak for themselves—
I have not found a person who entertains any opinion opposed to the sentiments
of those reports upon the subject of deposits.

It seems to have been the subject or:ll subjects upon which the respective
members of the convention bave been in perfect accord from the beg.umng. It
is, at the same time, one of the most important subjects affecting the working
of the system of insurance, both fire and life, 'We know that many states have
recently enacted laws requiﬁn&ti:posits in the varions states, from companies of
other states doing business within their borders. .

As the operation of those laws has been sufficiently set forth in the different
arguments atd documents produced before the convention, it is unnecessary to
repeat them. The committee have heard them; the committee have considered
them, Theyhave reporied, and, as the gentleman of the minority says, his

rt substantially agrees, and, as I understand it, is in substantial
with the report of the majority; and that they both concur in deprecating, if 1
may use the expression, the imposition of sny such requirement by any state
upon a company of any other state or states which has made a deposit in its
own state, according to the laws thereof.

I understand that the report of the majority advocates the principle of
requiring a deposit, if not more than $10,000, from life companies only; and
that in the states in which they are organized; and that baving complied with
such a requisition in their state, n¢ other state shall impose the require-
ment of an additional deposit. And that as to fire companies, they recommend
the entire abolition of the requisition of any deposit, either in their own or in
any other state, except in the case of foreign companies; in which cases,
the deposit required shall be $200,000 in the state in which Is located the prin-
cipal office in this country.

This is the substance of the report on the question of deposits, and as I
understand the matter, my friend from Indiana (Mr. Caldwell) concurs with it.
His divergenc&wns on the question of taxation,

As to fees, there is a concurrence. The rate of fees adopted was extremely
reasonable and conservative; and, I belicve, will meet the approbation of the
intelligence connected with the whole business,

Therefore, Mr. Chairman, I do not see why, as we have not a dissenﬁns
voice, we should not at once ratify the action’of this committee, in a decide
manner, upon these two questions. And I hope that the convention wil] take
such action when the report is read,
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Mr, SeexLe—Whilst the question is in waiting, I will volunteer to makea
single suggestion, in this connection, inasmuch as I have, on the question now
bl:ére us, put myself on the record. I desire to make a simple cxplanation.

I have stated in my rﬁport that I am opposed to all deposits for both life and
fire companies. Now, if there is here, in the convention, a delegate who can
stand up and declare to me that the deposit of $100,000 in the treasury of the
state, where the company is located, provides a security to the life insurance
policyholder in any appreciable degree, and can produce arguments showin
that, I stand ready {o be convinced. But, I imagine, there is no one that wi
take that position.

A hundred thousand doliars, as I said the other day, is a mere telle for
& company engaged in life insurance. For, if in existence any length of time,
the responsibilities of the corporation are generally up in the millions. Hence,
there is no sécurity in the $100,000 deposit. If we are gomi to do what the
design is, to aifon{ a protectidn to the policybolder and the public, by requir-
ing a deposit, why not make it approximate the magnitude of the business in
which the company is engaged? y not meke the requirement that it shall
dcfosit, from year to year, 2 {m rafa of the assets of the com)

f we are to protect the public by deposits, I say, why not incresse the depo-
sit as the business of the company increases? Then there would be some
adequate protection, But, as I said in the commencement, $100,000 does not
aftord protection. Hence, I say, it is an evil to the public to require the deposit
of $100,000, when it does not afford protection, use it is a blind to the
public. It assumes what is not true. ¢ public is deceived by the publication
of the fact that a deposit has been made with a state officer for their protection.

1 have little idea that my notions in this respect will prevail; but I have
desired to put them upon record, for I believe the time will come when the deposit
of life insurance companies will either be increased in proportion to the amount
of business muctegby the company, or it will be abolished entirely; and
I would approve of seeing the deposits dispensed with altogether, and let the
public rely upon large capitals of companies, and upon eflicient management,
and upon the protection which is given to the public through the various insur.
ance departments of the different states.

I think that is the wiser course, I have no motion to make on the subject,
and therefore I do not choose to pursue the argument to any considerable

r. MILLER—TI hope T may be excused for a single moment, in omp{mg

the attention of the convention, on this theme, in 5lew of the remarks of m

respected friend, representing the state of Californin. The late experience
have had in the administration of the laws of this state, in connection with life
insurance, has fully convinced me of the emineat progrietyof the limited deposit
of $100,000 from life companies, The experience I have had in winding up
the affairs of two of our life companies, has convinced me beyond a doubt, that
it is & proper, jedicions provision. For the public ought to be protected
aguinst that very speedy dissipation of a company’s assets which may, in the
early experience of a company, result even in a single year, and before the
sug:rrvismg officer’s attention ias been called to the affairs of the co':ln;rny—
before he could even dream that the company could have been so lavish in its
ditere and so reckless in its business habits as to have dissipated the
minimam amount of capital required under the law. 1 am satisfied that in the
cases of companies referred to, the pelicyholders were just $100,000 better off,
in each case, than they would have had it not been for that judicious law.
In the case of the Farmers and Mechanics, the last company closed, it for-
tunately happened that the law stepped in st atfaint of time when there was
just enough, and barely enough assets to meet the risks of the company; and
ence, all the loss that accrued has fallen where it should fall, first and pro-
ly, on the stockholders. The policyholders received the benefit, and were
protected by that particalar deposit of $100,000; and I have not the
slig{mest doubt, that if it had mot required t¢ be deposited in the
department at Albany, that it, with the rest, woald have been dissipated.
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In this case, I judge of the effects of the law, and of the wisdom of the law, by
its results, I can see in these cases how favorably it has worked.

Now, it is true, in one sense, as the gentleman says, that there is often no
great propriety in requiring a single deposit of $100,000, arbitrarily, of each
company, and no more, without ta.lung into consideration at all the magnitude
of their risks; that the deposit should bear some proportion to a compan&'s
respousibilities, and that a company should deposit in some proportion to the
amount at risk, There is, theoretically, great force and subtlety in bis p
sition, But—and I bave thoughtof it very seriously, whether or not the require.
ment of a larger deposit would be a judicious enactment—in view of the
efficient supervision which is now being exercised, and which we hope,
through the means of our humble convention here, ultimately to per&e:t
in the whole country, see what we are going to have, see what we have °
already. We have, in cighteen or twenty states, officers especially vested with
supervisory powers, and other states are rapidly following by investing or
creating some officer with such power. Most of these companies do business
in many of the states. What is the resuit? Even if the theory upon which we
are generally supposed tobe acting here is correct—that the companies shallbe
peremptorily responsible to the departments of their own state, but ultimately
to the departments of every state m which they are doing business—see what
2 check and guard we have ai:imt frand and imposition. Why, it is going to
be rendered almost impossible for a company to defrand or deceive the public.
We have, first, the vigilant superintendent of the state, in which the company
is organized, and then we will have eighteen or twenty, and very soon thirty
states, all guarding and watcl:uaﬁ the department and the companies. So that
we have s supervision which will be as perfect as human ingenuity can devise,
Heace, I say, it is only in regard to the early history of the company—it ia
only for a few years until it establishes a character and business, that it is
necessary to provide against any temporary irregularities which may occur in
the organization and establishment of its finances. Of course, after it has
come under supervision—after it has acquired a line of business and has had
‘one or two years’ experience—the officer gets an appreciation of its situation
and holds it up. It acquires a character , and It is Dot necessary to take
away from the control of the company its own meang and deposit them in an
department except with the view which I have mentioned. But T do not thi
that Eub]ic opinion would jmtiz‘ns, or that theoretically, or practically, it
would be wise to dispense with this moderate deposit from life companies.

The PRESIDENT, gre iem.—I understood, before 1took the chajr, that the
motion then before the house had been disposed of, so I do not suppose there
is now any motion pending. I would ask the gentieman, therefore, to what he
wWas § .

{MMLS i[nl.:‘)il—My remarks were mostly in reply to my friend from California
1. Skeels),

The PRESIDENT, gro fsm.—Yon did not understand there was a motion
before the house.

Mr. MiLLER—No, sir. Bt the report is before the house, and when we hear
the report read we are ready for & motion.

For the purpose of bringing this question distinctly before the house, I move
that the report of the committee upon the subject of deposits be adopted as the
sense of this convention, upon this subject.

Mr. CALDWELL—As this is a matter about which we might modify our opin-
ions very much, I do not think we have given the subject that careful considera-
tion which its Ei—:;t importance demands, As I see the blanks got up by the
committee on , heve been handed to the secretary, and as [ rega:dy that
as the most important business this convention can take up, I move to lay the
gentleman’s motion on the table.

The question was taken on the motion to lie on the table, and lost,

Mr. W. E. HArvEY—I would like to say that, so far as westeyn men are con-
cemed, I do not believe that there is anyone in the west who would be willing
that life insurance companies should organized there without, st least,
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$100,000 of capital to bridge them over the first few tegen.rs of their existence. I
think that, &t t, that amount should be deposited by life insurance compa-
njes, I am not so well posted in regard to the fire branch of the business. 1
Lnow one thing, that there were some concerns in the city of St. Louis, some
life insurance companies which, because of the requirements of the law, refez-
ing to capital or assets, were unable to go om. d it was & good thing that
they wereunable to go on. They were started by adventurers who never ought
to be permitted to have a1y connection with a life insurance company. I hope
the motion to adopt this portion of the report will prevail. There are, I under-
stand, legislatures now in session that this matter cught to be brought before
as early as possible.

Mr. CALDWELL—T would ask the secretary to reed the minority report of the
committee on the subject of deposits.
. The secretary read that portion of the report. .

Mr. CaLpwELL—Mr, President, it will be scen that substantially the report of
the minority is the same as that of the majority. Thereis only this difterence ; that
this convention deem it unwise and ine ient to make any recommendations
oz that subject. I believe firmly, and I éndorse heartily, the opinions expressed
by my friends Mr. Miller and Mr. W, E, Harvey, that no life company should be
established without n guaranteed capital of af least $100,000.  But I do not
know what the representatives of other states that are not here represented
might think apon that subject, and I hold that it is « matter that should be left
entirely to the states to determine for themselves, according to their interests.
And, if a law was brought before the legislature of my own state, I do not hesi-
tate to say that I would advocate the requirement of a deposit of $200,000.
But I look around me and I seebut eleven states represented on this floor now,
and I deem it very unwise and inexpedient to take any action on the sabject.
I, therefore, move as a substitute for the majority report, the report of the

minority.

Mr. ?{mn—lwhh to say ane word, that I believe it to betrue, that almost
every state which has legislated on the subject of insurance, and which has
been represented here, certainly now requires this deposit from any company
coming from another state,—requires that it should have a deposit of $100,000
at least; so I do nof we were 5 :

t least I do not think iovading at all

The PRESIDENT, gro fesn.~It is not the case in our state.

Mr. CALDWELL—And there are twenty-six states not represeated.

Mr, MiLLER—We cannot speak for states not here, but shall we not say
enything because they are not here? Of course, what we say is simply advi.
soty, and ouly speaks for those who are here. It bas no hnding orce or
effect. I we are unapimous on this question, I see no objection to giving
expression to our own sentiments. They are good for what they are worth.
That s all, and they go as far a5 the power behind them says they shall go.

The PRESIDENT, gro fem.—The question is on striking oot the word “ma-
jonh'z" and substitoting * minority ¥ in its stead.

. SEREL5—1 would Like to inquire if that is intended to include the whole
of the minority report, or only that portion under discussion ?

'it‘he PRESIDENT, gro lem.—~That fact which pertains to the subject of deposits
only.
ehér. Suns—ll;:nld like hu:shnve the tlg:anthfrom Indiafnti(Mr: C_at.lyclp
w in in what re: i iffers from the report of the majority.

nﬂmmm—n l:gv.:at the l‘elmﬂ;::.utter entirely with the legislatures 2s to what
they consider proper to require from companies organized in their own states.

Mr. MriER—Therefore, they might require nothing.

Mr. Cunw:.m—'l‘he] need not, if they see . If they can edvance
their own local interests in that way, are only doing what they onght to do.

Mr. MILLER—Would you recommend a state to admit from another state a
com) which has no deposit ?

Ml:m WELL—Yes, sir, if it hes a proper reserve, I do not know that 2
would be justified in Indiana, in refusing to admit the Mutual Life, of New
York, :
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Mr. MILLER--That company has a deposit, or it could not do business in this
gtate.

The PRESIDENT, pro fem,—~The Union Mutual life insurance company, of
Maige, is not ohliﬁﬂo make a deposit.  But it has deposited $100,000 in the
state treasury of Maine, in order to satisfy the laws of New Yark and other
states,

Mr, MILLER—I have not paid particalar attention to the phraseclogy of the
minority rsle:n. Itis , however, so far 25 it goes; but it does not go far
enough. ere is no expression there gs to the necessity of a deposit from fire
companies, or foreign companies. If the gentleman will draw & resolution em-
bracing the of his own report on the general subject of deposits, and
then refer to the companies particularly, I shall be very much pleased to
concur with him.

congaiond I s 2 aatter of pars Jatsdiction s oGt sx 1 copressed b iy
fecogni t as"a matter jurisdiction, t, 88 in my
report, to be parely a matter for the states to determine according to their
varied interests; and Ihoge that they will all enact such laws as to attain per-

security. On that subject I deem it inex?edicnt to advise what they should
do, for I do not know what the various state legislatures might think.

The question was then taken on substituting the report of the minority for
that of the majority, and lost,

Mr. SERELS=] pow propose an amendment, in order to meet my ideas of af-
fording greater security to the public in matters of life insurance. "And I make
the motion which I am abont to make, in view of the fact that I am somewhst
slone in the opinions which I have expressed about abolishing all requirements
of deposits. 1 would therefore move that the sum of $100,000 in the report be
made to read $200,000,

Mr. Novzs objected to a change in the amount, and thought it would disturb
the existing interests of established companies, and perhaps prevent the forma-
tion of new companies in the western states.

My, SKERLS—One word further, The gentleman’s argument, I do not think,
holds good in reference to the distinctions which may ensue between the eastern
and western states, or the older and the newer states. I hardly think it is
likely that more new companies will be hereafter organized in the west than in
the east. I think we cannot snticipate any such state of affairs, Capital is

ing -faster in the east than in the west, and see¢ks investment in organiza-
honis :# this kind fester here than it does in the west. Capital can be employed
to greater advantage in the west than in the cast in other enterprises. l-lPem:eI
do not think there should be br t into our estimates here any advantages to
secrue in favor of the west over the east. And, as it relates entirely to
pective legislation and to pr:;?e:ﬁve companies, no injury can sccrue to the old
companics already establishe

I think the time iz come in the hi of life and fire insurance, both, that
we should enco the establishment of larger corporations, thereby securing
greater talent for the executive ent of those companies to the greater
protection to the public with whom they deal.

The PRESIDENT pro fem—The question is on the amendment offered by Mr,
Skeels, of Californfa, to substitute $200,000 for $100,000.

Mr. A. F. HaxveYy—Is not that smendment in a bed way? It has not been

ed.

Mr, SEERLS—It hag, T beg to say,

The quesfion was then taken on the amendment offered by Mr. Skeels,
and lost.

The c}ues&on was then taken on the adoption of the majority repart, as the
sense of the convention, and carried.

The secretary then read from the report the clause relating to fees.

Mr. W. E. Harvey —1 move to strike ont “ten do per million "
a5 the price of valuation. There are some companies which introduce
new ﬁn{:s notions, new premium plans, for instance. A Missouri
ocumpany has a seven per cent decreasing premium plan. The actnal cost of
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msking up the valuation tables is about a hundred times all that wonld be paid
the state for valuing those policies, 1 move that it be stricken out. Ten dol-
lars sEer million might do for ordinary forms, but for special forms an extra
fee should be charged

Mr, A. F. HARVEY—I do not think it is a matter of vast importance ; never-
theless, the price fixed there should be only for ordinary policies, Last winter
I mede a valuation of some companies, and paid out $160 for clerical labor,
while the whole fees were $3:.. great many of these outside policies cannot
be valued for anything like thet moncy, and the actuary get his pay.

Mr. CALDWELL—I am op: to this tampering with the reports, or taking
ony action upon them, and [ am very carnest in that opposition. There are a

few of us herzamd, if we want the action of this convention to have

weight with the legislative bodies in the various states, we must have a grealer
number of states represented here; and we must take time to give the subject
matter a more thorough and careful consideration. It is determined that this
convention will re-assemble in October, and between this and then, no legisla-
lature, I believe, are to meet, and consequently no action can be had. ere-
fore, T can see no use in pursuing this matter any farther, and T now move—

The PrEsioeNT pro iem—There is a motion y before the house.

Mr, CALDWELL—What is the motion ?

The PRESIDENT gre fem—The motion to strike out ten dollars per million
from the fees for valuation.

Mr, CALDWELL—As$ an amendment, I move that we lay the further consid.
eration of the subject of fees on the table, Carried.

Mr. W. E. HARVEV—I move that that portion of the resolution offered on
the third day be now taken up,

The PRESIDENT grv lem-—What isit? .

Mr. W. E. HARVEY—It was a resolution offered in regard to the practice of
dividing and charging back the taxes levied on the premium in each of the
states

The secretary read the resolution as follows:

Resolved, That in the practice of dividing its surplus among its_policyholders,
a mutual life insurance company should take 1nto consideration the taxes levied
upon premiums by the state in which the gzlicyholder resides, and that no
deductions for tax expenses should be made from a dividend to a policyholder
residing in a state which does not charge the company with a tax upon its pre-
mijum receipts; or,in other words, that no portion of the taxes levied n
premioms in one state should be charged to or imposed upon the policyhol
residing in another state, .

Mr. W, E, Harvey—I move the adoption of that resolution as the sense of
this conyention. Carried.

* Mr, CALDWELL offered a resolution in regard to newspapers, which was, on

motion, laid on the table,

INsSURANCE ON THE LIVES OF DEPENDENTS.

Mr. SEE2LS stated that he had been requested by a life underwriter to pre-
sent the following resolution:

Whereas, a century's experience in this country and England has shown that
insarances on the lives of dependents, or of those whose existence is of mo
pecuniary impartance to others, are certain tolead to crime in sompe cases; and

. though it is not possible to provide against all such occurrences, it is practicable
to prevent the extension of insurance beyond the age at which most men become
non.producers, if not dependents ; therefore,

Resotved, ‘That it is desirable for all states to enact that after some convenient
date, no lgolicies shallbe issued on the lives of their citizens for terms extending
beg;nd e age of seventy-five (75).

motil:n of Mr. Noves, it was ordered that the motion be printed and lie
on the table.

The convention then proceeded to the further consideration of the report of
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t'ge commitiee cm-bhnl:s, and the afternoon was spent in informal discussion
ereon.
lx)&t 4 P. M. the convention took a recess to meet at the Fifth Avenue Hotel at
.M.
? The convention re-assembled at 7 o'clock, in the Fifth Avenue Hotel.
Mr. KiNG, of the committee on dividends, expuases and appointment of
attorneys, presented the following report:

REPORT OF THE COMMITTEE ON DIVIDENDS, EXPENSES AND APPOINTMENT
OF ATTORNEYS,

Your committee on dividends and expenses, and appointment of attorneys,
very respectfully submit the following report. - '

t seems impossible for the committee to undertake to define the percentage
or limits for the dividends and expenses of any class of insurance companies,
mouEh at the same time it may be proper to indicate when dividends should
not be made, and to say that there are classes of expenses which should be
greatly diminished, and perhaps some which shouid disappear entirely.

Losses snd expenses are great absorbents of income, Time was when
the first was regarded as the chief enemy of insurance companies; but in the
progress of events, expenses have increased to an alarming extent, and it is
only in the management of the companies themselves that this evil can be rec-
tified; only by constant watchfulness and keen vigilance on their part over the
ouigo, and by a conscientious regard, not only for the absolute security of the
ﬁigholder, but for the rights of the stockholder, whose property is in their

Enormous expenses frequently compel the manufacture, or the introduction
into the annual statement, of factitious itéms as assets, which must be excluded
from the reports of companies, cither by the voluntary action of their officers,
or by their being erased, by officials having charge of insurance matters in the
different states. \

The committee cannot undertake to limit th;lpementa.ge of expenses to re-
ceipts, or the pércentage of dividends on capital; but the members are united
in the following opinions:

15t. That no dividends should be made to_either shareholders or policybold-
ers, unless made out of actual profits, after deducting losses and expenses, and
in addition thereto, a reserve sufficient to cover all outstanding liabilities, to be
ascertained by some well-established or legaily suthorized standard,

2d. That all expenses not germain and strictly necessary to the proper man.
agement of the business should be cut off or reduced as rapidly as possible, so
15 to bring them down to an economical basis,

It must not be inferred, however, that all companies can be made to show
the same ratic of expenses to income, for it is evident that the expenses of a
young mw mast necessarily be larger in proportion than in the case of a
company aiready established. is is true, particularly in the instance of a
young lfe company, because a large proportion of its business is new and
obtained at the usually large first year's commission, such a company may have
procured business mostly by the payment of brokerages, so that its fature pre-
miums will be free from commissions. In this way it may appear to have been
more extravagant than another company which has obtained its business at the
usual first year's commission, but subject to the renewal commissions, mort-
g:ging the future for a present saving. Therefore, it appears that the official
publication of tables showinf:r contrasting the percentages of the expenses of
the different coropanies, works injustice to some sound and really economical

companies.

Onu the sabject of the appointments of attorneys, this committee would suggest
the appointment, by each company, in each state, in which it transacts business,
of one attorney or agent, who shall be es y and formally authorized by the
company he represents, to receive, in of his company, notices of suits
instituted. And it is believed that such appointment of atterneys, and the
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manner of serving them with notices of suits, ¢n be so regulated by statute
that every proper facility will be afforded citizens of the difierent states, who
may wish to sue insurance companies, and ot the same time avoid the evils
attendant upon the practice which prevails in some states of requiring every
company to anthorize each of its agents, in such states, to acknowledge service
of Eoeess, or receive notice of suits instituted.

e report was received and ordered to be printed.

The consideration of the ¢ of the committee on blanks was then resumed.
After a protracted informal the forther consideration of the blanks
was deferred till next day.

The convention adjourned at midnight till 11 A.M. oa Fridap,



NINTH DAY.

Nzw YorrE, %unea, 1871,
The convention reassembled in the hall of the New-York Board of Fire

Underwriters, at 11 A.M.
BLANES FOR ANNUAL STATENENTS,

The convention resumed consideration of the report of the committes on
After about two hours’ work in amending the forms of blanks recom-

mended by the committee,
Mr, CALDWELL moved that the report of the committee, as amended, be
adopted, and that a committee of four, of whith the president of the convention
should be one, be appointed to supervise the printing and distribution of the

Mr, KRLSEY seconded the motion and said ; I think there is a great propriety
in the adoption of such a motion. We have already seen that this matter of the
blanks is a very important one, and the report which wuhidbefareusbgthe
committee, has been very much changed and verymuch improved. Theb
should be printed and forwarded ag soon as possible, to the delegutes at their
homes, where they can give them full attention, and come here again in the fall
with their ideas est 50 thal at the Octobér meeting, wo can finally com-
plete them and send them tothe companies in time to prepare their next reports.

Mr. SggzLs—I suppose it will be competent for the adjourned meeting of
this convention still further to revise these blanks, and with that u.nderstnmﬁng
I shall most cheerfully vote for the motion. ]

The motion of Mr.” Caldwell was carried, and the president named as the
commiltee of revision, in mddition to himself {as Frouded for in the motion),
Messre. Kelsey, Skeels, Smith, and the secretary of the convention, ex gfficio.

STATE LEGISLATION,

Mr. PatN2—1I wish to call up a motion made the day before yesterday, by
the gentieman from Connecticut, that o committee of three be appointed to take
into consideration the several matters of state legislation, which are involved in
the subject of insurance, and report at the October session of the convention. [
«eall it up and move its adoption,
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The PRESIDENT—The trouble is that consideration of the different subjects
upon which we expect to invite legislation, has been referred to various com-
mittees, and this is only giving to another committee the work which we have
elready provided for.

Mr. Noves—My object in presenting the resolution was this ¢ I thought that
although we had l:tppumted committees to consider these several subjects grows.
ing out of the life and fire insurance business, yet if we had one additional
committee elected from the metropolitan cities, with the president of this
convention at the head of it, as its chairman, that we would get a sort of con-
centration of opinion on the subject during the interval of the recess of the
convention, which miﬁ::t’ perhaps, aid the convention in bringing things to a
focus. It is a step which I thought might be of some service.

Mr. CALDWELL~The explanation of the gentleman makes the ‘:Erogosilion. if
anything, more objectionable t& me. [ am opposed tohavingall the business of
the convention done by a metropolitan committee,

Mr, PAINE withdrew his motion to call up the resolation of Mz, Noyes,

Mr. SkrELs—The motion having been withdrawn, I offer the following reso-
lution, which has nearly the same end in view as the one which is wif s
but which I think we can all anite upon:

Resolped, That this convention recommend to the legislatures of the several
states the enactment of @ provision, which shall authorize the officer having
charge of the administration of insurance laws, to make use of such blanks for
annual statements s are adopted by this convention.

Which was adopted.

Mr. SHrTH preseated the following report:

REPORT OF THE COMMITTEE ON VALUATION, REINSURANCE, MORTALITY
TARLES, ETC,

The committee to which was assigned the duty of recommmending a rate of
mortality and rate of net interest, to be designated by law, as the basis upon
which to make calculations of net premiums and net values of lifé insurance
policies ; toreport npon the question of equitable surrender charge, or proper
surrender values; to definitely describe, by suitable names, the varions kands of
life insurance policies; and to report upon the subject of reinsurance liability
on fire and marine pol’ides, have requested me to report pr:gress, and to state
that in addition to the varions communications on these subjects, made to the
convention, referred to this committee, and printed in the vegular proceedings,
we desire to place in the hands of the secretary, communications made to the
committee, which it has not been convenient or even practicable lo present to
the convention. The committee recommend that the secretary be gu'ect ed to
prin;gith the other proceedings of this convention, the communications just

o

vefe to, .
(Signed,) GUsTAVUS W, SMITH, Chairman Commitice.

The report was ted, and ordered to be printed.

Mr. CALDWELL=We are approaching what we must consider the ¢ermination
of the present session of this convention, and for fear any matters should be
left unattended to, I move that we take a recess of twenty minutes, Carried.

The convention then took a recess of twenty minutes.

RESOLUTIONS. -

Mr. SKEELS~I bave a resolution which it affords me a great desl of pleasure
to offer, and I have no doubt it will receive a very hearty support from the con-
vention. Itis this:

Resolved, That the thanks of the convention are due to Colonel H, 8. Olcott
for the very able and effivient manner in which he has discharged his duties as
secetary of our body; and that the president of the convention be authorized
o appromne, as compensation for the duties so performed, such 2 sum as shall
seem in his judgment proper.

The resolition was unznimously adopted.
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The President vacated the chair, and Mr. Caldweli took his place.

Mr, PaINE—I have a resolution which I wish to offer, and before doing so,
I wish to say that I know it is one which will meet with the approbation of all
my associates. 1 wish to express with how much pleasure I have spent the
few days during which we have been together in the city under the issued
by the superintendent of the insurance department of New-York, I anticipated
a good time when we came here, but I anticipated no soch time as we have
had. Pleasures have swarmed upon us to an extent which I never before
enjoyed in connection with any public gathering, and I think this will be
the testimony of all here, and principal among those who have been the
means of our enjoying ourselves to such an extent has been our President.
1 feel extremely than to him for having thus introduced us to. each other,
1 feel extremely thankful to him for his courtesies to us since we bave been
here, and for the manner in which he has presided over our deliberations.
I will not extend these remarks further, since the time has arrived when we
should adjouru, but will ask the privilege of reading the following resolution:

Resolfve h‘l‘hat the th%nk& l?lfu' this oonvem;t;n arrethhereby ten edrcd to our

esident, Hon, George W, Miller, superintendent of the insurance de ent
‘;} New-York, for his polite invitation extended to us to attend upon &il:h:oca-
sion; also for the numerous kindnesses shown us while here, as well as for the
pleasant and impartial maenerin which he has presided over our deliberations.

Mr. Noves—I never was more gratified with any communication that I ever
received from any official source, I'was with that of Miller calling this con-
vention together, I thought it came from the right source, and I thought it
would be productive of more good than any insurance convention ever held in
this country or abroad. Thmﬂ:dthc l.iej:cy of this gentleman we have begun
to build upon the fonndation Leid by predecessor in office. One of the

i and causes of our success was the determination of the convention
at an early stage of its proceedings to avail itself of the light and knowledge on
insurance matters which ig collected in this great metropolitan city, e did
nol arrogate to ourselves all knowledge on these subjects. The foundation
of 2 man’s education is to learn how little he knows, and when he
knows how little he does know he i8 4 learned man, for he has commenced
from the right ‘soint and in the right way, and is sure to build for
permanence. e came here, and ot once joined bands with the
msurance companies and the actusries of this aty, and all who desired
to appear before us to present their views have been allowed to do so, And
now, sir, this concentrated wisdom is zbout to be embodied in a volume, and
published to the insurance world. And that book is to find its way into every
public 1i in the United States. I will go further, Mr., President, and say
that you will find that book in all the insurance libraries of England, and that
when we publish that book we will publish a book such as has not been pub-
lished on the other side of the Atlantic. I think that my library will not con-
tain enything uwpon the subject of insurance that will ex in value this
volume, We have paid respect here, sir, to the insurance talent of this city,
and they have paid respect to our official position, and now we are going home
to consider what has been laid before us by the talented gentlemen who have
aided us in our work, We have not attempted to dictate to anybody, and we
ere not going to attempt to dictate legislation; but we are going to study
the great questions before us, and come back in October to act upon
them. Ia:mk' our thanks are due to the gentleman who enabled us to
make this beginning, and I most heartily concur in the resolution which has
been offered.

Mr. Kersev-—It will give me the grestest satisfaction to vote for the adop-
tion of this resolution. In common with every member of this convention, I
desire to express my extreme gratitude for the courtesy and the kindness which
we have received at the hands of the president, and also from the secretary of
the pnven&on. Tcllzje president has presided over l:‘::::::lt:libex'a‘tiions of the ::-
vention wi t dignity, t ability, great impartiality, and unvarying fair-
ness, and the‘;::rcnf;l h{s momedtyhisg;nﬁes with an a);aiiity rarely equgnlled,
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and we all feel under great obligations to them both. Some of our number
are gone; but those gentlemen, geutlemen from the far west, took care to say
{o me before they left: * Don't forget to express our warmest thanks to Mr,
Milter, our president, and to Colonel Olcott, our secretary. We shall
all, I am sure, go from here with similar feelings toward these gentlemen.
One of the adu:ﬁu Lﬁl:m.nﬁ cut of this convention is that we have made the
acquaintance of other, Hereafter,in our official co dence with each
other, we shall know to whom we are writing and shall s, more understand-
ingly, and with greater freedom. I hope the resolution will be adopted.
¢ resolution was unanimously adopted,

Toe WORK OF THE CONVENTION,

Mr. MiLLER—I would like to say that this tribute of respect is not withont
its effect upon me, but I will defer any remarks in answer to it till just before
the adjoarament. I have a preamble and resolution which I now propose for

-the codsideration of the convention.

Whereas, This conventionhas, aften ten days of arducus devotion to the con-
sideration of the various important subjects submitted, arrived at definite
conclusions upon, and recommended the tion in the several states, of

Uniform forms of annual statements, to be used by fire, \ife, and marine

companies ; .
TE:n reqt;irement of deposits of companies, only in the states where they are
or

)
e appointment of but one stlorney by each company in each state, where
it transacts business, to receive service of process ;

And other important reforms looking toa simplification and unification of the

insurance system, and a harmonious and reciprocal supervisory action of

e respective state insurance ;l‘!ipartments; and,

Whereas, a vast amount of valuable information, and a large number of able
and important papers and communications have been laid before the conventicn,
and are now under consideration by the seversl committees; therefore, be it

Resolped, That this convention, when it shall adjourn, will adjourn with the
fim determination of reassembling in October, and by & careful consideration
of the matter now before it, and of the various reports hereafter to be submitted,
endeavor to the best of its ability to perfect the work begun, and fully carry ont
the great objects which called it together.

Mr. SEEBLS seconded the resolution, and it was carried unanimously

THANES TO THE REPORTERS.,

Mr. KELSEY, of New Jersey, presented the following : .

Reselved, That to the official reporters of the transactions of this convention,
and to the representatives of the press of New York, for the accuracy and
fidelity of their fermanent records, and the daily published reports of our
proceedings, and also for their marked and aniform courtesy to the individual
members of the convention, our earnest acknowledgeaments and hearty thanks
are due and hereby cordially tendered.

THE OFFICIAY, REPORTS,

Mr. WEBB presented the following: -

Resolved, That the thanks of the convention be hereby tendered to Messrs.
J. H. and C. M. Goodsell, %l::lt!l‘s to the convention, for their pn}:l)l;rtnessin
preparing and printing the official reports of the proceedings of this body. And
that the carefulness and excellent ty'pt;gnpby which have been displayed in the
publication of these reports, are entitled to this formal acknowledgement by the
convention.

-Secretary OLcoTT—I think, since the convention has been so kind as to thank
me for the part I have taken in its proceedings, as secretary, it is ;oﬁer and
. right that I should say that !I'E‘ut part of the credit is due to the official print-

ers instead of to mysell e stenographers, in reporting the pr ings,
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oerbatim, and the printers in the work they have so well and promptly done
each day: have takepl;i:pon themselves the greater part of the duties usua{ly de-
volying upon the secretary of a deliberative body, and I think we may safely
challenge comparison of our reports with those of any other body ever made
with the same volume of business before it, and with the same neness:{for
speed that we have had. Therefore I think that this resclution is not at all too
complimentary.
resolution was adopted unanimonsly.

TaHEZ INSURANCE PRESS.

Mr. CALDWELL~-The other day I offered a resolution, which now lies upon
the table, in reference to the insurance press. I move that it be now taken up,
and that the following be substituted for it : ]

Resobved, That in the judgment of this convention the criticisms of an inde-
peadent, capable and mdral insurence press are calculated to be of value to the
community—to the sound ipsurance company, and to all interests and officials
<onnected in any way therewith ; and thatitis important that an insurance press
of such character only shonld be sustained.

The resolution was adopted.

OTHER RESOLUTIONS AND REMARKS.

Mr, NoYES—AL the time the resolution in regard to our secretary was pend-
ing he was not in the room, and therefore we deferred some remarks which we
intended to make., The members of this convention. have, I believe, almost
nnanimously expressed themselves gratified with the thoughtfulness of the tgresi-
dent in selecting for onr secretary a gentleman who is not connected with any
insurance company, and who was therefore in a position to stand between usin
the little diversities of opinion which might nt':l:utz and which, allowed to become
subjects of discussion, might have led us astray from more important affairs and
have prevented the accomplishment of the results which we have attained; a

tleman too, who, by his conduct and manner, has gnined the confidence and

e respect of every one of us, to whom we have been ander great o tions in
many ways, and whom we shall neverforget. ‘This brief expression of our feel-
ings on this subject I have been requested by several delegates to make at this
time,

Mr. CALDWELL—In connection with the remarks just made I beg leave to
say one word, which is,ithat I fee] under greater obligations to our secretary per-
sonally than any other member of this convention.

Mr.. ParNe—TI call up the resolution for appoin a committee to consider
the expendiency of a permanent organization, and if considered expedieat, to
draw up a constitution and by-laws for it,

The PRESIDENT—If the r_ﬁenﬂm will allow mae, T will look over the printed
proceedings and see what the resolution provides for, and then name the com-
mittee afterward, and communicate to the gentlemen the fact of their appoint-
ment.

Mr. PrLrsnyRY—There have been a great many closing words, and quite a
number of gentlemen prominently connected with the convention have been men-
tioned, and now it seems to be highty proper that the tallest man in our com-
pany should have a littie notice in some way. I recollect that a very faithful
cld nurse of mine was in the habit of saying, ‘' while there’s life, there’s Aoge.”
The reverse of this has been suggested to me by the presence of this gentleman
:ﬁnon'g us, and 1 would amend the proverb by saying, ** while there's Hope,

ere’s

Mr, Geo, T. HopE, president of the Continental Fire Insurance Company,
who was sitting in the room, having been invited to the floor and loudly called
upon to respond, said— Mr. Presidemt, heyond any sort of question I
I am confident that you gentlemen have heard all the talk that you want
to. But allow me to say that I locked upon the assembling of ‘this con-
vention with considerable apprehension. T thought that you might tarn this
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way or that; either your coming together would have the effect of developing
the iar and unfortunate idiosyncrasies of every one who had a pet notion
of his own, to the dn.m?e of us all, or else it would have the effect which we
bave seen it has had. But I declare to yon that I had not been in the room an
hour before I became satished of the broad inlelligence of the men who com-
posed this convention,—of the officials of the yarious states,—and became
satisfied, and from that moment to this have been free to declare, that the result
of this convention was to be good, and good only, forever, so long as insurance
companies exist. 1 am iﬁla;ithnt ou assembled together. I doubt if the
tg}fann eman on my right (Mr. Miller) will do a better thing so long as he lives

this act of bringl:ﬁ you together. Woe are very apt to think that the thing
in which we are specially concerned is important beyond all other matters. But
I tell you that the question of insurence reaches every home and every
individual in this broad land, and there is no more important interest to be
found t‘t:gon the face of the globe. And your connection with it, aud the manner
in which it is evident your business is to be conducted, secures for it a per-
petuity and a_breadth to which, without this convention, ft would have been
a stranger., This is the sentiment of the insurance companies of New York
city. ey are glad you came here, and proud to have met you. When they
have occasion to correspond with you they will know you, and you will know so
many of them that we shall find to be true what was declared at the outset of
your proeeed.ins. that the interest of the insuring public in its highest sense is
identical -with the interest of all sound insurance companies. e feel that if

will just go on in the line you have indicated alreedy, acting intclligentl

for the public good, you will be the best friends we have. Gentlemen, 1 ﬂ:a.ni
you for calling upon me and enabling me to say just this little thing.

Mr, Noves—1 would like to hear every remaining member of this con-
vention. We have not said all yet. I want to hear from every gentleman.
cal'fe]? proposition was informally agreed to, and General Smith was first

upon to speak.

Mr. g::-rn said—1I think we have come very nearly to the time when the
president should adjourn us and wind up the convention ; but since I have been
called upon I will say just this, My attention was incidentally called to the
subject of life insurance some year and & half ago, and when I found upon what
a peculiar and very simple theory it is based, I was utterly amazed to think howr
litile the thing was generally understood, and that the insuring public were
utterlgii'gnomt of what it was all abont. The committee of which I am chair-
man has before it for considevation this peculiar element of life insurance which
I refer to, and I think if the members of the committee will closely attend to
and study over that matter, they will have different views when they come back
of the theory of life insurance from those which they had when they came here,
My opinion is that mggint:ﬂigent man ought to understand this
theory, and I hope that the beginning which we have made here, and the com-
munications sent in and referred to the various commitiees, will spread before

ou an amount of information which will enable you to get out what I think
Eas been kept a secret & little too closely and a little too ons. We will find
that the mysteries of the actuaries’ art is no mystery at all, and that when they
are fully comprehended there will be safety.

Mr, HanvEy==The gentleman has spoken of the mysteries of life insurance.
There is 2 gentleman here who is, 8, 88 w;l‘l,msted in the mysteries of
life insurance as any one in the country,and L like very much to heer
from bim. I meésn Mr. Bryant, actuary of the New York insurance department.

Mr. BRYANT—The mystery of life insurance! Why, there is not the least
mystery in it. The only mystery is, how it has managed to live so long on the
re%}tation of haviag a mysterrv;dwhi:h it has not. {Laughter.gu

r. HARVEV=I am very that we have mot that great bughear to stare
us in the face any longer. e can now go back to our homes and study
the commercial aspects of this question withont bothering our heads about the
mysteries of the actuaries’ science. I confess to a peculiar fgntilicn.tim'n in see-
Ing gentlemen connected with the insurance departments of the different states
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meeting gentlemen representing the insurance interests of the city of New.
York. We came here determined to learn what there was in this thing, how
we could protect the honest compenies and the policyholders, and, at the same
time, how we could oversee the management of the business of the companies
without imposing useless requirements. T think we have made a great step
toward uniformity and toward preventing vast bills of expense to the com-
panies in making reports to the departments. And I hope that next fall all
other questions will be duly considered, and that we will be grega.red to act,
and that a perfect uniformity will be secured which will not on! f elp 1:l:ioltll:re

ation er

in this country, but have sn influence upon insurance legis
conntries.

Mr. WEBB 50id—On an occasion like this I never did make a speech, and
never can. My knowledge and command of the English lang'ua&u too small
to enable me to express what I feel. I would much rather that the hearty
concurrence which I haye given to the resolutions of thanks to the president
and secretary of this convention, and to the reporters, who have so faithfully
recorded our proceedings, to the learned and distinguished gentlemen who
have favored us with so much light and information, and to the printers who
put it in type every day for our use, should be distinctly understood without
my being called upon to utter il in form and word. Because, Mr. President, L
have, from the beginning, appreciated as much as any gentleman in the room,
the great and important mterests which this convention was called to subserve
and enhance. 1did notcome here to give advice or_instruction, but to learn
and more thoroughly appreciate the dutiés which, by law, have been devolved
upon me, and I have listened most attentively throughout the entire proceed-
ings, and have endeavored to profit thereby. And, simply saying now, that I
have, though remaining in my seat silent, indorsed and approved of all the-
resolutions of thanks which have been offered, I beg yon excuse me from
any further remarks.

r. SKEELs—] believe I am the last member to be called r:&on for a.
parting word on this occasion, and I can scarcely be called a ity, as L
am only a proxy, and therefore it is of very little consequence what I may
say to you. I can say little on behalf of the state which I represent, as I never
have seen it, but I propose, when you meet here next October, to have here &
gentleman who will do his state more credit than I have been able to do it on
account of my inexperience in deliberative bodies, this being my firt experience
of the kind, "I am glad, however, of the opportanity to join with the other
delegates presentin the expression of those warm and emphatic sentiments
which have been uttered here in retura for the cordial manner in which we
have been treated by the various interests with which we are concerned, and
especially in the thanks Lo the presidineﬁ officer of the convention for the im-
ﬁ:n.in.l manner in which he has presided over our deliberations. When I came

re he was as much a stranger to me as he was to you, although T am & resi-
dent of the state ¢ver whose ipsurance interests he presides as insurance su.
perintendent, Iam glad to find that we are honored—TI speak now of the
state of New-York, snd as a resident of that state—in having so distinguished
a superintendent, I am glad that he called this convention. It was
a wise step, and I join heartily in the sentiment which has been ex.
pressed here that this is one of the most important conventions
that has ever assembled in this state. There is yet work to be done
by this convention, and no one who has been present or who reads the
Froceed.ings of this session will doubt that great good will be accomplished by

uture sessions, as there has been in this session. One word further. I desire

to exgress my thanks for the srompt manner in which the doties of the secre-
tary have been performed, and those of the reporters and printers, and, in fact,
for all of the arrangements which have been mwade to expedite business, and I
hope they will receive the reward to which they are entitled, and that is, the
thanks of the public generally.

Mr. CALDWELL being called upon, said: I had hoped that I would be over.
looked, for I feel that ' have already said probably more than I aught 10 hnve
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baid, considering the fact that I am, probably if not the youngest, one of the
youngest members of the convention. I can only say, &s those who have pre.
ceded me have said, that I feel that I have not orly acfuired much information,
that I have not only gained much knowledge by my visit to your city, but that
I have also received a g:at pleasure in the many happy acqusintances which I
have made, and I trust thatit may be long before these pleasant memaries will
be erased from my mind.,

Mr. KELSEV—Mr. President, I think one of the wisest things we did at the
outset of this convention wag calling to the floor, as an hono member, cer.
tain gentlemen in high position in the insurance world—distingmshed in all that
pertains to the business of insurance—and we have had great pleasure and
profit in listening to them and consulting with them throughout our delibera-
tiona. I see one of those gentlemen here, and I trust we shall not depart with-
out hearing from your rable .predecessor in office, Mr. Bames, of
New-York.

My, BARNES—Mr. President and gentlemen of the convention, I supposed
that T had such a retired seat that I would have the privilege of enjoyill):g the
remarks made by others without being called to makeany myself. 1t is a great
ﬁﬁﬁmﬁon to me that I ks, inat just this time, and to witness the cor-

jal feeling and respect which prevail among you toward each other, and
toward the officers of the convention, at the close of the proceedings. I
recollect very well, some seven or eight years ago, there was & very united,
enthusiastic and persistent effort made by officers of the life insurance compa-
nies, in the city of New York, and throughout the United States, tohave a
national supervision of insurance companies, by the United States government;
to have a national bureau established which should have jurisdictionall over the
United States. Pamphlets were published at that time, and very great and
persistent efforts were made to secure legislation by the United States, on this
subject, Those efforts were so enthusiastic, the gentlemen engaged in
them were 50 confident that that wus the true solution of their difficulties, that
%o a certain extent I aided them, without believing in the expediency, the con-
stitationality, or the practicability of supervising the insurance interests of the
different states, through the egovemment at Washington, I lkmow that, at that
time, the impression prevailed that an insurance superintendent was the natural
enemy of insurance companies, and the more insurance departments there
were created the more em| sments would be thrown around the business.
Jtseems to me to be acknowledged now that the true policy on this subject is
to have an inserance department in every state in the union. And then,as]
said at that time, if the same effort was made to harmonize state legislation as
was made to establish a general bureau, you could bring about a uniformity of
legislation in insurance matters throughout the country, I am very glad tosee
that it has taken this direction, and it is a matter of pride and gretification to
me, that I see yon united here to-day, so desirous and so zealous to perform
ur duties ag insurance superintendents, It is entirely certain that the true
interests of the people are precisely identical with those of the companies.
‘Their interests are precisely identical, and the very best friends of the compa.
nies in the conntry, and the very best friends of the whole public are the
insurance superintendents. It may not always be precicely plain what your
duties are in a particular casey, but the fact that the interests over which
you have controfﬂue identicall lessens your task and makes it a great
deal more easy of accomplishment. I ‘am not entirely conversant with
the conclusions which you have arrived at in the course of de-
Liberations so far. But it will not make much difference in the long run
whether you have actually accomplished much or not. The fact of your
your meeting in congress is a fact which is in itself sufficient to guarantee ulti.
mate success. The American people are accustomed to meet in this way,
accustomed to discuss, a.ecustamedp to harmonize, accustomed to achieve
gmcﬁml results; and I am entirely confident that the gentlemen here assem-
led aor their successors will achieve all the lgnctical results desirable, and

place us beyoud all other couatries in the world in the status of our insurance
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intérests, Mr. President and gentlemen, you have my hearty sympathies and
best wishes for the success of your labors, ' You will it me to enjoy all
your successes, Any failure of an insurance superintendent to fully perform his
duties, any lack on his part I shall feel keenly. I wish you all success=—thie

atest success~—and I believe you are goinfhto_achieve it; and gentlemen,
g:ough you and through your success will the intereits of your country be
guarded so far as re its insurance business.

MORTALITY STATISTICS.

Mr. W, E. HARVEY moved as follows :

Resotved, That the various life insurance companies be requested to farnish
the commiitee on valuations such information and statistics relative to, their
mortality experience as may be desired, to enable the committee to recommend
the mortality table which should be adopted as the uniform standard for the
valuation of life insurance policies in the several States,

The resolution was adopted. ‘

ResoLUTION OF THANES.

Mr. MILLER (the president) offered the following resclution :—

Resolved, That the thanks of this convention are im'ebyoordially tendered to
the N. Y. Board of Fire Underwriters for the use of its hall during the sessions
of the convention, and to its officers for the ‘E::at personal courtesy which has
marked their relations with ourselves; and the scquaintanceship which we
have formed with those gentlemen is among the pleasantest features of the
session.

CLOBING ADDRESS OF THE PRESIDENT.

The president, Mr. MILLER, at this time resumed the chair, and delivered
the following closing address: .

Gentiemen of the Convention—1Ta view of all that has taken place, I fes] that
I cannot allow you to separate without saying one or two words. Yon can
well appreciate that I am not insensible to compliments which you have
bestowed sa lavishly upon me, and which are so undeserved. I clairm, gentle-
men, no more credit for, no greater share in, any results which may follow our
meeting here than that which is due to each and e one of you who have so
oardm.l.F enerously co-operated with me in the humble effort

so patiently, so
which ’inm}?uratei’ ngthout your co-operation, gentlemen, this meeting,

of course, could not have taken place, and, in view of the occasion
and the congratulztions which have recently passed between us, you
will indulge me far a few moments only, for I have already tal

too much of your time. The deep interest which I feel in this subject,
and which I can never divest myself of as long as I hold the position at pres-
ent occupied by me, nor evep afterward, has, perhaps, in some in-

stances, induced me to the use of a more earnest kind of expression than I .

should have employed, and words that I might have selected with greater care
and discretion. But, %enﬂemen, if anything has dropped from me which ap-
peered at all offensive, I beg that it will be forgotten and buried in the past,
-and that we will‘nteﬁ:mte with those cordial feelings with which we cams to-
gether; and that that courtesy, that universal harmony of feeling which has
marked your proceedings this afierncon will mark our social and political in-
tercourse for all time to come. Ido feel, gentlemen, very deeply upon thig
subject. I do not propose to dilate upon its importance at this time, bat allow
me a single word or two in further elucidation of the great idea which, in m
humble judgment, lies at the bottom of this whole subject. Theidea whi
was in my mind when I addressed the first communication to yow wpon this
subject was, and still is, that in consonance with our form of government it is
necessary that the respective states should, as to all matters which affect the
people of all the states, consult together and endeavor by cordial co-operation
to produce similar, homogeneous, and consistent legisiation -and state action ;
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that while each state is perfect within itself, a community within itself for alt
the es of local government, and while it should be entirely free
from restraint on the part of other states, iet by this commingling
and communing together, and compsrison of interests, they shou]dg., by
the independent action of each create onms d, harmonious sys-
tem for the whole. This system of insursuce is like a vast ma.
chine.  Let the parts bhe constructed by independent artizans without en
reference to the labors of each other, and you bave no warrant that they will é
together and work in harmony, or produce any kind of useful reswlt. ~Butlet
the artificers come together and umite their skill; let the different parts be made
for each other, and by connecting links be made to work together, and you will
have a perfect machine. Iet this method be applied to a common system of
insurance supervision for the whole country, and we ghall have a system like the
mechanism of the clock, where every little wheel works in harmoay with all the
others,—a system which shall move with regularity, the certainty, and the eff-
ciency of the peadulum. Gentlemen, when we accomplish this resul
and ot till then, will I see the reward of the efforts which I heve bestowed to
bﬁng:bout this result, and I trust and believe, from the magnificent sgrit that
you have all evinced since we assembled together, that you all feelin the same
mf and will eo-operate together to this end.
cannot, gentlemen, too warmly express to you the gratitude that I feel for

your generous treatment of me 85 a person and as a presiding officer.  As I told
ion when [ this position, I was poorly qualified to di ge its duties.

have but little, if any, experience as & presiding officer, and can onl
say that what I have done, I have done wishing to do that whi
was right, and for the furtherance of the interests over which we have been
delibera.tiaof, and that if I have made any mistakes, you will attribute it
to errors of judgment, and not to intention. You have, gentlemen, all of you,
shown a epirit of comprehension and an earnest desire ultimately to arrive at
conclusions and a knowledge of this subject, which does credit to you all; and
when we assemble again, 1 feel that we shall all be more semsible than even:
now to the great benefit which we have derived from our meeﬁ.ﬁ together,
and from the information which has been laid before us, and which we ghall
receive from those documents which we have obtained, and which we shall have
ample time to peruse and study during our recess. Gentlemen, when we have
separated, we shall all,  know, remember this meeting with, pleasure.
Let us lock forward to the time of q&:reunion, and let us come determined, to
the extent of our abilities, to perfect the work which we have s0 well commenced.

Br. Noves—Last evening it became necegsary for the gentleman from Mis-
souri, to leave, and also Dr. Atchison, of Tennessce. Those gentlemen,
being on the same committee a5 myself, charged me to say to you, sir, in their
behalf, that they had enjoyed this convention more than any convention of any
kind that they had ever before attended, and that they took home with them a
feeling of respect for every member of the mnmﬁot:}l::d & lively interest in
their welfare. And r.h:;nlmwilhedme to express their appreciation of the
courtesy and kindness of the insurance companies of the city.

Mr. PatNg, ot 3.30 P.M., moved that the convention adjourn. Carrled.

The PRESIDENT=—The convention stands adjourned the 18th of October
next,
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PAPERS AND ADDRESSES.

ACCOMPANYING THE REFORT OF THE COMMITTEE ON RATE OF MORTALITY,
RaTe oF INTEREST, VALUATION, ET¢.,, HoN. G. W. Smitw, oF
KENTUCKY, Chgirman,

BY MR. F. 5. WINSTON, PRESIDENT OF THE MUTUAL LIFE
INSURANCE COMPANY, OF NEW YORK.

New York, Fuse ro; 1871,
Hon. Gustavus W. SMITR, Chasrman, Commitiece on Rate of Moriality,
Interest, Valuation, Premiums, dc. ’

Dean Sm: I avail myself of your courteous request to prepare a
communication upon some of the very important points referred to your
committes.

Most of these sre fundamental, forming the basis upon which the
business of life insurance rests.

It fs, therefore, & ;+00f of the wisdom of the members of the conven-
tion that instead of taking crude nnd hasty action upon euch vital prin-
ciples, involving such immense results in the future, they have elicited
from each other, and from persons not members, such information and
facts as they could collect during their brie{ session, and have placed
them in such & form as will enable them, in the quiet of their own offices
and with such further aid as they choose to seek, to arrive at deliberate
conclusions upon the various topics preseated, and to return in the
autumn with matured views to guide their action in convention.

MonrTvary EXPERIENCE AND TABLES.

One great difficulty under which we labor in this country, at this time,
is the brevity of our experience in insurance.

Life insurance has not yet existed the ful] term of a single generation.
It is obvious, therefore, that until we have the experience of @ full geme-
vation of imsured lives who fairl{ represent, in race, territorg‘r, occupa-
tion, habits, etc., etc., theclass who are Iikely to insure in the future,
we have not the material facts absolutely neceseary to establish a reliable
table of martality, or one upon which we may safely rést our calcula-
tions, without allowing & large verge and margin for contingencies and
for future developmenta. .. . .

The experience of different companies varies now, from varioua circum-
stances, and will continue to do eo in the future, rendering it necessary
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to collect data from many institutions and sources, and also auch us
will cover & sufficient period of time before an accurate American table
of mortality ¢can be constructed. This question, therefore, arises: Shail
this want of time and the diverse and deficient experience at home,
force us to adopt for future use the English tables used in Great Britain
ae more accurrte and permanently reliable than our own?

I think not, and for many reasons. An American experience should
hereafter form the basis of American tables of mortality, modified by
such collateraluse of the Englich tables to supplement our own, as may
be found tobe necessary, until time and experience render us independent
of any foreign source. .

It would be equally wise to take the coast survey of Great Britain and
adopt it as a chart of our own shore of the Atlantic, as to make the
homogeneous races of that empire, with its limited extent of territory,
similarity of climate and of océupation among its inhabitants, an abso-
lute guide ih mortuary experience in this broad land, where all nations
mingle, and where every variety of temperature and of occupation
exists.
 Qur aim should, thevefore, be, American tables, grounded on Ameri-
can experience, to be carefully nscertained and compiled as fast as de-
veloped in our American life insurance companies.

RATE oF INTEREST A8 A BASIS FOR PREMIUMs AND REsgRVES.

For the fitty Iyenrs previous to our late war, it is admitted that the rate
of interest realized on first-class secursties has not exceeded 5 per cent.

The views of the secretary of the treasury are now biefore the tpublic
embodied in the Congressional legislation authorizing the issue of large
amounts of United States stock beering interest at 4, at 4} and at 5 per
cent per annum, which it is éxpected by him will be taken by capitalists
and others in this country and Europe. While it s doubtful whether
these expectations will be borne out in this case to the full extent an-
ticipated, yet, owing to the deservedly high credit of the securitics of our
.general government, many of our states, cities and corporations, & large
amount will in future be negotiated in Europe, thue leaving the private
aad corporate capital accumulated in our own country to a large extent,
and in the aggregate to & large amount, to aeek investments in the ordi-
nary ways—through business operations, loans, real estate, etc.

at the effect of the largely increased amouni of gold which has been
produced within the last few years, upon the prospective rates of interest
will be it is Impossible now to determine. It is quite certain, however,
that it is not likely to enhance the rate of interest to be realized on firsts
class securities. We do not believe that the rate of interest in this
country, for many years to come, will be as low as la likely to rule in
Furope, But yet some approximation may be made toward it and prob-
ably will be, on that class of securities which are considered as most
sound and reliable and which should alone be used in life insurance.

In determining the rate of interest which should be taken in establish-
i'nF the rate of insurance and the basis for reserves, we must bear in
mind that life insurance contracts ave long contracts—in many cases
reaching to a peried of sixty years and over. In establishing a basis,
‘therefore, for contracts that are to exist for this length of time, it is
‘necessary for ue to fix them upon such a conservative basis as to the
rates of interest used and the securities held, as will not disappoint the
perties holding policies, when the period of the contract closes, and the
obligatione are to be paid.

"That the calculation of receiving 4 per cent interest is a safe one for
the future, we believe few if any will doubt. Many persons believe that
4k per cent is sufficiently conservative; and this may be and probably io
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the fact. A higher rate of interest than 4} per cent evidently would not
be safe, when we take into consideration the fact that a certain amount
of expense and risk is connected with these investments of funds, and
that the rate of interest on such eecurities as should fortn the basis of
life insurance has not ae yet, as & rule, exceeded f' per cent during the
period already mentioned, and is not likely to be higher, it is believed,
during the peried while existing or future contracts of life insurance are
to run.

‘We believe that se sound institution will cou?fm‘n art the estabdlishment
of suck a Basis as i3 entirely sscure, though it may entail ZCONOMY IN
EXPENSES and MODERATION IN DIVIDENDS. Many of them are in the
habit of making dividends from year to year, and can, therefore, return

Eze‘omp‘tly to their policyholders such an excess of premiums as may not °

necessary to provide for future obligatione.

The subject of the prospective value of money is one of very great
importance—and- the questions for solution in connection with it sre
such as can be best answered by business men engatied in financial and
other pursuits, rather than by those who occupy themselves with the
technical and professional business of life insurance.

Other important questions connected with life insurance have been
presented and discuesed in the convention and by and before its com-
mittees with grest ability and minuteness, obviating the necessity of
further facts or arguments.

. But the questions most vitally important are those now before your
committee, and on which you are to report in October to the convention
for final action.

Correct mortality tadles and & safe rais of inlerest ns » basis for rates
for insurance, ample reserves to cover all contingenciesand sownd and
reliadle ansels always availadle, out of which to pay obligations as they
mature, are the corser stones upon which life insurance rests.

Lacking either, a company will soonet or later fail. The business of
life insurance is now on trial before the American ‘public, and its verdict
will greatly depend upon the course marked out for it by your conven-
tion.

Two systems are in operation and sre contending for patronage and
favor before the public,—that of cosservatism and that of awdacity.

‘The means employed by each are known te you now, and the results
will manifest themselves l:: due time.

It will, of course, be understood, that as our business and interests
are connected with mutual insurance, and not with proprietary or stock
companies, the facts and suggestions herein contained are intended to
aps { only to the former.

clieving that your labors and influence and that of your assoclates
in the convention will be to throw around this most sacred of all pecu-
niary trusts held for the widow and the orphan, the protection of sound
principles, wise laws, and prudent and economical administration, I am,
very respectfully, your obedient servant,

Fo 8. WinsToM, Prasident.
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BY WM. H. C. BARTLETT, LL. D.,, ACTUARY OF THE
. MUTUAL LIFE INSURANCE COMPANY.

Muvrvar Livx Dvsurarce Co., oF New Yorx, Fume, 1871

To Gen. G. W. Surrr, Imsurance Commissioner for Kestuchy, and
Chasyman of Commiites on Statistics, Mortality, &c.

Dxar Six: You have expressed the wish to know my views on the
following points in life assurance, vis. :

1. Calculations of net premiume and net values generally,

2. Rates of Mortality,

3+ Rates of Interest,

4 Surrender Value,

5. Varieties of policies,

AndT ﬂve thema most willingly, simply to complz)with your request,
and with no ac to te others, much less to war against their
opinions. I hed determined to expreses no views of my own to the con-
vention of which you ar¢ a member, unless asked to do so.

The first three points are readily disposed of; for the ratio of mor-
tality and of interest being settled, the first will be included in the weil
:?m and well nnderstood formuls which gives net values {n functions

these. ;
1. THE RATE oF MORTALITY.

Itis too soon to disturb definitely the generally received mortality
rates; and we can only follow, for the present, the safe rule of doing
“the best we can under existini circumstances. The habits of our peo-
ple, made so different from those of the old world bdy peculiarity and
varlety of climate, more abundant supplies of food and comforte of life,
unrestrained freedom in the choice of pursuits and other causes that so
materially affect the vital statistics of a people, make it very desirable
for us to ia.ve an American scale of mortality rates. Bat our experience
is not yet sufficient. Besides, our only reliable sources of information
are our insurance companies and the experience of these is with selected
lives which would give, as & general thn:i, rates too low for eafety. Our
census returns are worthless in this rega So that we must wait, hope

 and work for better results than we now have. We are using, in the
Mutuai Life, of New York, an American table which, thus far, has
worked well; but it does not cover even a single generation, and we
may, and probably will find cause for material change.

2. RATES oF INTERESY.

This is » financial rather than an actuarial question. X would g'rutly

prefer the opinion of able, judicious, experienced and unbiased busie

ness men, to any I could form on the subject. ‘They alone cantell, from
general course of trade, what the wants of the community at la

the
will probably be in the future. Only one thing is certain, and that is,

that the rate adopted for computations of net values, must be always a
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trifle lower than that ever reached in the business operations of the
country at large. The amount now sssumed by life companies is but
little snort of that of our national debt, and its present value is so large
s to make its investment at high rates, with perfect security, very diffi-
cult; and the difficulty will increase as the fund grows larger. To be
obliged to loan at a rate of interest below that sssumed in the computa-
tion of premiums, would be disastrous to % company. Much better
assume the rate too low and return, at stated periods, the/over-paymento
than to be deficient in net reserves, for this would be fatal. No trust is
more sacred than that committed to eninsurancecompany. Individuals
may epeculate upon the future, but an_sssurance company, never. My
own judgment 18 decidedly in favor of a low rate of interest, say four,
and very moderate loadinge. This rate onght to be the same throughout
the country, and the states should adopt it as the basis of valuation. I
am quite aware that this would be unpalateble to stock and feeble mutual
companies, These companies desire a high rate of interest for valua-
tione, because it would reduce their reserves, and let looee from their
coffere o large amount of money of which the retention in safe invests
- ment ia essential to safety, to be employed for purposes outside of the’
business of assurance. Besides, a high rate of interest and consequent
low valuation is calculgted to produce discontent among those who
desire assurance and reason but little about it. They would naturally
infer that if the law-making power deem euch a rate proper for valua-
tion, it ought to be equally so for the computation of premiums, and in
this way be led to seek assurance in companies not safe.

3. SURRENDER VALUE.

This is o question about which there has been the greatest diversity of
opinion. It has been solved differently by different actuaries of em-
inence, and the solutions applied in a way to work great injustice and
discontent. In most of the English works on life assurance, the authoro
confound the surrender value with reserves; whereas they are v'er{I dif-
ferent. A reserve of an individual member of a company, Is what a
oom?any should have to the member's credit at a given epoch after sub-
ducting from the amount paid by him, augmented by its interest earn-
ings, his proportion of the death claims that have matured up to the
samg epoch. A surrender value is the amount a company should pay
to abrogeate a contract between itself and one of its members.

What are the terme of this contract? The company promises to pay
to the heirs of the mssured, at his death. whenever that may hapgen, 8
certain specified sum of money. And the assured pays, in considera-
tion, another sum down, called—Ilet us suppose—a single net premiom,
which is the present net value 6f the assurance. And what are the con-
ditions this premium must fulfil? It must be such as to amount, atcom-
pound interest, to the sum sssured, should .the member live to the

atest age of the tables, and, besides, it must contribute its share to

peyment of the death claims, from year to year, of other members
that die before attaining to thie age; and this obliét‘ttion to pay death
claims must lnet during the life of the assured, which life is assumed, in
the original a ment, to extend to the oldest limit of the tables of
mortality empioyed in computing the premium,

The company and the assured have, therefore, a joint interest in the
folic of tge latter. The present money values of these interests belng

ound at the time of surrender, their difference will obviously be the
surrender value.

The price of surrender value ghould degend upon the condition of the
spplicant as regarda health at the time. But the circumstances of this
condition are generally co multifarious, ill-defined and uncertsin, as to
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afford but little basis for mathematical computation. The company can
afford to be liberal to 2 member whose vital powers are rapidly ebbing,
while it should be stringent, yet just, to one in the opposite condition.
The t{qr;ner class seldom spply for discharge while the latter fre-
quently do.

It would relieve the question of much embarrassment, if medical
advisers could designate, with any tolerable precision, the number of
years an applicant for surrender would probably live. But as this
cannot be, the mathematician must solve the problem on the assump-
tion that the only differences of vital powers are those arising from
differences of ages. The results of the solution made upon this
hypothesis, should, however, be modified in amount and made to con-
form somewhat to the judgment of medical counsel and officers of the
company.

Suppesing, then, that the members of a company are equally good in
all respects, exceptin the matter of age, the determination of the sur-
render value will result from the fact that the company and each of its
members have & joint Interest in the policy of the latter. The present
values of these interests being found, their difference, it is clear, will be
the value sought.

1. What is the company’s interest in any particular policy? Obvi-
ously, the present value of the sums the policy would, if continued in
the company in its present condition, contribute from year to year, to
pay death claims on other policies.

2. What is the interest of the assured or of his heirs in his policy?
The answer is, the present value of the reversion or sum the latfer
would receive at death of the owner, provided he pay nothing more than
heﬁx::e already paid. This is, obviously, the present reserve.

I1,=Single net premium &t age 5, to insure one dollar at death.

‘e=Single net premium at age 5, to insure one dollar at any time.
Az=Net reserve on policy at age z, when surrender is made.
m=Number of years the policy has to run to maturity.
s=Difference between the oldest age of tables and that of policyholder

at time of surrender. '

¥==Present value of one dollar due in x years.
¢=Sum assured or amount of policy.

Then supposing {2 to be the reserve on an annual premium policy, and
& premium just due, the reversionary sum would be ’

Rx
s

and the present value of the sum which the policy, in its present con.
dition, would contribute to death claims is

Rx & C PEemel gy,
-.-l' - >0 e
1 [w Vi, '(‘ ‘R“")“' e |}
and, denoting the surrender value by P, we have .
_ Ra fV=4% dy Verodlde,
Q—‘-[Rx— n': ( V;’:'!' hd wlg) +

Re v+ 4, e )]
nI- -( V"I. Rt+l+ LR V.:_"- R!"nﬁ'l

Bt Vel d, Vrenal d
X s e stmoyy
et v, = 1ls
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Whence)

GENERAL FoRMULA.

R, [V=+' d
=¢, =% i S . preml, dosg
{ n',[ ar Barit oo V:l,] con(®

Live.—Si1xGLE PrEMIius.
Take the life eingle premium ag the standard, and we have
R,=Il',=II,; and wi=wn, Vs, =D,
Whence )
. D=y, Vil doRovrk oo oo VbRl dovps Ryvyn
D, )

Tabulate the numerator of the second member, under the head T,
the manner of the commutation columns N, M‘,’S, &c. Then will" after

.Q-_—f.g:..........(z)

And the general Equation (1} may be written

. B, TeTitgn
=g x, Sa-dxtmts
2 ; D. )

LiFe.—ANNUAL PAYMENTS.
In this case
M= Totm+1= T,+.+t'=0,' and
' R T
=0, —Fe = s s s
2 i D @
Lipe.—LiMiTED PAYMERTS.
Here again
n',=1,; m=n; Tx""“:Tx’""n“"':o’ and
" R T,
=, —E=- L o4 0
.2 o T (s
this differing from the last case only in the value of Ry

TEMPORARY,—SINGLE PREMIUM.
[Iere the general formula becomes
@ g du—Tatutt . (6
guelamirtatt . ... (6)

because R, =T1,=II .

TEMPORARY.—ANNUAL PREMIUMS.

fu.this case the general formula becomes
r R To—Totm+1
=g, x, Ax—txtmtt L. (D)
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SiMrLE EXDOWMENTS.—SINGLE PREMITUM.

The company has nointerest in the longevity of the holder of this kind
of policy. Onthe contrary, by the principle of the Tontine, its interest
is In his early death--at least, death before the policy matures.

The reserve being R,, the probability that this will lapse to the Com»
pany by death, before maturity, will be
dyrdyert o . . . dyag
7, '
and the company's interest in this reserve is
0. B, dasdyar o o oo s bdrby
* 2

and the surrender value, being the difference between this and the re-
serve, is

E"—"" Ep I— dx-ﬂ’:#l ~I; + ‘:+!] e (s)
Tabulate the dy+dx+1+, &c., and use a8 in commutation columns.

SivPLe ENDOWMENTS. —ANNUAL PREMIUMS.

The same a3 above, except §; becomes 2’3, being the reserve due to
an annual instesd of & single premium.

B o -ttt de)

ENDOWMENT ASSURANCES.—SINGLE PAYMENT.
In this case take the sum of Equations (6) and (8); or

2+3=0. [T_.—%___“+§v (;_.‘"_':.iﬂ':g] R )]

ERDOWMENT ASSURANCES.—ANNUAL, PAYMENT.
Here take the sum of Equations (7) and (g); or

_Q,_,_'@_.,g,[g:. E:%;ui_'+§-, (,_ M} .ol (1)
x ¢ 4

The reserves Ky and &'y must be, the first for the assurance part of the
policy, the second for the endowment.

In regard to the different ** varicties of policies™ now offered to the
public by life insurance companies, little need be said. The best polic
for the assured, and therefore for the company, is undoubtedly the life
policy requiring regular annual premiums. All other forme are based
upon this, the oldest and best understood.

The different forms of limited premium, endowment assurance, joint
life, survivorship, and so-called return premium policy, may, in rare
cases meet some particular want. But they are not slways understood,
and have sometimes been grossly misrepresented to the damage of the

-cause and the loss of the assured. Very respectfully yours,

Wu. H. C. BARTLRTT.




FROM JNO. H, BEWLEY, SECRETARY OF THE UNIVERSAL

LIFE INSURANCE COMPANY.

Nxzw Yozk, May 12, 1871,

To the Hon. Geo. W, Miller, Superintendent of the Inswrance Depariment o
the Staie of New York, pers 4 4

DAz SIE t—Understanding that the question of the valuation of the liabili.
tes of life insurance companies, as sed in your bill iniroduced into the
Legislature Iast session, will pmbaﬁ?geo discussed at the coming mesting of
State Insurance officials, I beg to submit for your perusal the following brief
memorandum of some of the reasons which, in the opinion of the officers of
this compa:z, may be urged in support of the provisions of the bill to which I
have allud
. Hopin%etlnt this communication may not be considered irrelevant, I have the
honer to .

Your obedient servant,
Jno. H. BewLey,

Secretary of the Universal Life Insurance Company.

The stock or low.rate companies claim that in estimating their liabilities for
purposes of & state valuatton, a lower rate of interest than that assumed in the
calculation of their t.Erem,iumss should not be adopted. The validity and justice
of this claim, and the propriety of admitting it, evidently depend upon fAs suf-
Jiciency ‘g' tAe rate assumed by thrse companies in the caz:da.‘wn a£ their premi-
smas.  1f this rate is such as to afford a reasonable certainty of its being reali
on their investments in the future, the companies cannot considered other-
wise than organized on & graciically sound is in this respect. To assume,
therefore, a lower rate of interest in testing (heir solvency, and thus theoreti-
cally showing them 1o be insolvent, would be a stultification in judgment, no less
than a great injustice to the companies themselves. The rate assumed by the
low.rate or stock companies, as that likely to be realized on present and future’
investments, is six ger cemt.  [Is thit a safe assumption 7

I. INTEREST—AS regards the rate of interest obtainable on investments, all
the circumstances hffecting it go to establish the strong probability-—almost
the certainty—that the present rates will be fully maintained for at least several
generations.

In the great natural resources of the country continuing to supply the mate.
rial for the industry of the people, so as to make it an object to them to offer

_large inducements for the loan and use of capital, we have one of the strongest

reasons for believing in a corresponding continvation of the present rates of
interest. Money is essential to labor in the work of production, and it is clear
that the greater the profit arising to labor, the ter will be the amount which
it can afford to pay to capital jor its use, There is no reason for believing,
in view of the following , that m! material reduction jn the profitableness
of labor, and the consequent demand for the use of capital can teke place in
this country for a very lengthened period: Of the land available for the profit-
able growth of cotton, mof three per cent has ever been at any time put under
cultivation; of coal, the most available source of motive power, the deposits of
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the United States greatly exceed the aggregate of those of all other countries ;
our deposits of metals can scarcely be sald to have been yet explored ; our area
of unoccupied fertile land, free to settlers, i3 yet in excess of a thousand
millions of acres; while the varieties of climate, soil and crops‘are such as to
ensure the United States from what in other countries is ever a source of
anxiety, namely, a deficiency of food.

The immense extent, therefore, of our unoccupied domain, and 2ll that is
implied in its fmdua.l occupation,and the development of its immense resources;
the towns and cities to be built; the roads, railways and canals to be con-
structed, with the mining, manufacturing and husbandry necessary to the
stupendons future of the country, afford evidence complete that there can be no
diminution for a long time to come of the present demand for capital, or of the
opportunity to use it under such conditions as will warrant the continued pay-
ment of at least the present average rates of interest.

The plea, therefore, that the high standard of reserve implied in a four or
four and one.half per cent valuation of the liabilities of life insurance companies
is justified on the ground of szewridy, in view of & possible permanent reduction
in the rate of interest, cannot, we contend, be reasonably maintained.

Hence, we are clearly not warranted in adopting the conclusion that a life
insurance company, ia assuming six per cent as a practicable rate of interest to
be received in thefuture on its investiments, is established on an unsound basis.
The claim of the low-rate companies, therefore, to be valued in accordance with
the assumptions on which their preminms are based—these assumptions being
safe—seems to be founded on tguatice and propriety, And it is difficult to see
:ﬁr sufficient reason (seeing, that these companies are organized on a practi-

y sound basis), for ogl;gelling them to make an official exhibit of their
affairs, on & mere theoretical assumption, an assumption which is inconsistent
with fact and probability, and which would have the effect of exhibiting them te
the world us insolvent, thus prf;udicing them in the estimation of the public,
and impairing their usefulness, if not practically prohibiting them in the prose-
cution of their business,

It may, possibly, be urged l:} the advocates of the mutual or high-rate sys-
tem, thatif it be suﬂicien% safe for stock or low-rate companies to reserve at
six per cent,it is ectunllys e for mutual companies ; and that thediscrimination
shown in favor of the stock companies, is an injustice to the mutuals.

In answer to this it will at once be edmitted that so f2r as i¥ affords the suf-
Siciency of the veierve to meet maturing liabilities is concerned, a six per
cent valuation would be e‘vgally as safe for mutual as for stock companies. But
it must be remembered that the premiums charged by mutual companies are
calculated upon the assumption of & foxr and four-and-a-half per cent interest,
and that consequently there is an immense martgin, the property of the policy-
Bolders, deposited, as it were, in trust, with the mutnal companies, and for
which in their contract with their assured they enter into no written or bindin
obligation to return. It is to insure the safety of this margin, for the benefit ¢
the policy-holder, that a four-and-a-half per cent valuation becomes requisite and
appropriate for mutual or high rate companies, If this hi}h standard was not

opted in their case, there is too much reason to believe that in the majority
of instances the margin alluded to would be largely encroached upon, if not
altogether appropriated (under the pressure of a keen competition for business),
to a useless, and, to the policyholders at least, a profitless extravagance,

2. MORTALITY.—Another reason alleged by the advocates of the present high
atandard of reserve required for life insurance companies, is a possible increase
of mortality among the insured above that indicated by the tables generally
adopted by the companies.

V&eiare not aware of any time since the first establishment of life insurance
88 & business—say for nearly two centuries—when the mortality amongst the
members of life companies {u been sufficiently in excess of that predicted by
the tables to cause serious apprehension or embarragsment. Now, unless the
advocates of the present high standard of reserve are Pm’fsd to :Enore the
very foundation upon which the business of life ins is based, and thevery

\
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theory of its secnri?—Exrnmmcn-Tor to show that the contemplated contin-
encies of increased mortality, or a diminution in the rate of interest, are more
ely to occur in the future than they have been in the past; they certainly, in
the of ‘Fl:zh exiended experience, must be compelled to acknowledge that
the present high standard of reserve is entirely unwarranted on the ples of
secarity. This plea is constantly gut forward by the advocates of the present
standard, but they have failed to bring a single tangible argument to its su
port. A three per cent standard would efford still greater security. Why do
they not advocate it? If the value of interest is to be recopnized at all as an
¢lement in the calculation of premiums, why not give it its full power of useful-
ness within the limits of practica) safety ?

As regards a possible increase in the rate. of mortality, every adyerse
influénice on longevity—and notably amongst the insuring classes—hes, of late

ears, been constantly mitigating.” The means ang ap ces of comfort and
iealth are more generally understood and available. Pathology has made and is
still making immense strides, resultingin a carresponding saving in human
lifé; while the establishment of hospitals specially adapted to the treatment of
different diseases, brings the very best m end surgical talent within the
reach of the most humble. Sanitary e({Jrf.-cam.tif.:ms aFa.inst epidemics are much
better understood, and are maintained by force of legislation, materially aided
by the enteprise of the bepevolent. Accurate statistics prove beyond a doubt
_tlw.t, owing to these influences, the average duration of gxuman life is on the
increase.

(f. ExPENSES.—Concerning the expense of conducting the business, con-
sidered as an element in the construction of the premiums, and technically
designated the “loading,” it may be stated that to men of ordinary mercantile
sagacity, possessed of the requisite experience, there is no difficulty in estimat-
ing this item with a closeness sufficient for all practical purposes; while in life
insurance, as in any other business, prudent and interested management may
so control expenditure as to avoid all difculty and appreheasion respecting it.
This point, moreover, is likely to engage more strict attention in séek com.
panies, by proprietors whose emoluments from the business depend largely
wpon the economy with which it is managed, and may consequently be sa%ely
confided to their care and discretion. .

The subjects of interest, mortality and expenses having been considered, as
bearing upon the question of the reserve to meet the futare liabilities of life
insurance eom%:mes, there are other arguments which, it is respectfully sub-
mitted, should have much weight in support of the position taken by the stock,
or low-rate compenies, in favor of a rational rate of premium reserve,

It must not be forgotten that these companies are already in cxistence, and
transacting a large and successfulbusiness ; that their system, based upon pre-
miums which the most sagacious financiers, statisticians and business men, as
well as the most famous actuaries in this country contend, are amply sufficient
and clearly within the limits of practical safety—is suﬂplying a great public
want, and 13 rapidly growing in public favor—and that their policyholders may
be already numbered by tens of thousands, who have chosen the *stock plan
of insurance from an intelligent appreciation of its merits, as being abundantly
safe, and because in the assumptions regarding interest, expenses, and mortality,
it is more in eccordance with present and past experience and fature probability
than the so-called **mutual system.’’ o

It will thus be seen that vital interests of a vast number of ons are
already involved. These interests were allowed to be created under the pre-
sentlaws of the states prescribing the valuation of the liabilities of life insurance
companies on a four and four and a half per cent basis, and a (presurued)
perfect knowledge on the part of the state officials, charged with the adminis-
tration of these laws,” that with the increase of business the margin between
those bases and that of six per cent, upon which the stock premiums were
calculated, and which for a period would be supplied by the subscribed capital,
would be continually narrowing, and would, finally, become extinguished.
This would result from the gradual growth of the busin¢ss and the consequent



148

encroachment o the capital stock to meet the requirements of the higher legal
standard of reserve not provided for in the preminms.
" If the law of a four per cent reserve is to be now enforced against these com-
panies, it is both just and logical to charge # with the consequences; or, must
the law plcad its own ignorance or carelesaness, in granting charters to these
companies, and authorizing them to carry on business for years on a basis which
must, under the law, and in consequence of its provisions, cause serious loss to
tens of thousands of persons, and utter ruin, perhaps, to a vast number of
innocent peaple, who trusted in it for protection? For the enforcement of the
law, as it stands at present, must inevitably result, sooner or later, dn the feci-
nica/ insolvency of these companies, an({ all the ills consequent upon their
forcible extinction, If, however, it be shown, 2s we have endeavored to
do, that the law itself is logical, ressive, and based upon insufficient or
erroneous information of the faczr which prompted its enactment, it is clearl
only just that it should be so modified a3 to meet the true reasonable
uirements of the case, and this relief is songht by the policyholders, stock-
holders and managers of the corporations conducting life insurauce on the stocl:
or low rate plan,
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REMARKS MADE BY HON. WILLIAM BARNES.

I am very much delighted, Mr. Chairman, to-find this contrariety of views
among the gentlemen assembled here from the twenty-one different states,
although it may not seem to be exactlyin the process toward harmony to commend
dissimtiar views ; but T have no dogbt that it is the Irecise road to harmony.
1 am very much pleased to see the interest manifested by the gentlemen repre-
senting these different states, and especially by those represenﬁng the com-
Ea.nia. I have felt for years the prime need of consultation in the business of

ife Insurance, with men who y had a desire,~~a zealous desire, to learn the
varjous points connected with the husiness, officers of states, officers of com-
panies, agents, and all others connected with it. 1 am fully impressed with the
opinion that the more this subject is studied by supervisin olg:ers. officers of
companies, a.g];-e:ts, and manageys, the better it witl be for the business, and the
better it will be for the general interests of the public. It is peculiarly an
American province, in which we are not alone, to have a ::Sante and individual
opinion, and in the conflict of these gﬁieniom we generally get down to the
““hard pan” of the truth afier a while. As you have called upon me to
express my opinion, I shell take the same liberty that other gentlemen have, to
give my own views. )

I am rather astonished by some of the views presented by our great aunthorities
on the subject of life insurance—of some of our best actuaries who have been heard
this evening in reference to the safety and harmony of a six per cent basis of
valuation for a stock company. The views are somewhat novel, and T have
not given much reflection to them, because they are sonew. 1Upon this whole
subject of a standard of valuation—a Procrugtian stendard I might call it,
because it is so, on a net valuation system—I have had considerable corres-
pondence with Germany, especially with the Gotha Life, and the German com-
panies and actuaries decline to harmonize on any general standard of mortality
and interest. Under the recent ‘*Companies Act” of Great Britain, there is
no fixed standard of mortality and interest. You cannot tell whether & com-
pany is solvent or not, because there is no legal standard by which you are to
test its 'solvency; but a company is required to Teturn its own standard of
interest and mortality, assamed in making the valuations contzined in its report.
The rule of caveat emptor then applies. make their own valuation, and if
it is a safe and correct standard, you can take a policy or not, ag you ¢hoose.

I was placed in that very position when the Insurance Department of this
state was organized. When I examined a life company, there was no legal
standard as to its solvency—no rule even as to whether a gross ornet valuation
was to be adopted, and it was at the discretion of the superintendent to decide
whether & company was solvent, In orly three cases, those of the Interna-
tional, and British Commercial, of London, and the American Mutual, of New
Haven, were special examinations made, resulting in decisions against the com-

jes, In the case of a New York state company being examined, the deci-
sion of the superintendent was, of course, reviewable before the court, and the
court could pass judgment on the raling of the superintendent; it had a perfect
rith to do s0, whenever a company felt aggri and controverted the decision
of the superintendent.

1t is somewhat flippantly asserted, that & net valuation i3 an incorrect way of
testing the status of a life company and its liabilities, It seems to me, itis
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entirel fect a8 a test—perfect with two assumptions, that the rate of premium
is in ezcepse:fof the net rate, and equivalent to aplm!.ding sufficient to provide
for future expenses and contingencies, according to the experience of the com-
pany. With these qualifications the test is entirely perfect, as perfect when

u get the average of lives as it is possible for any human institution to be. It
s precisely as correct as a gross valuation with these assumptions, that the
premium Is equal to the net premium, and there is enough in excess ofit to
provide for the future expenses and contingencies of the company, What else
do yoe want? There is nothing else that can be had. Of course, a}j the while
assuming that your rate of interest and table of mortality is correct, Assuming
that, then the test is entirely perfect.

1f a gross valuation was practicable for state purposes, where o million poli-

-cies may soon have to be valued, this method is, undoubtedly, more scientifi-
callyand legally accurate than z net valuation, for the resson that in a gross
valuation you estimate the present value of the actual preminm gynble on the
one side, and of the assurance obligation on the other, which is in entire
harmony with the soundest legal and the strictest mathematical principles.
But you are again forced to estimate an element which is, to a certain extent,
uncertain, when you deduct from the present value of future premiums an
amount sufficient to provide for future expenses, dividends and contingencies.
On what principles shall this sum be estimated ?  Here is the critical point in
& gross valuation, and one surrounded with peculiar temptations and dangers.
Cases may occur where a company’s rates are such as to render it necessary to
apply a gross valuation in order to satisfactorily test its condition.
ven with a company so weak in assets, in proportion to liabilities 25 the Albert,
of London, specia] legislation has been initiated in Parliament, the object of which
is to continue the ¢xistence of the company, for the purpose of thereby
romoting the best interests of the policyholders, instead of burying their
interests in the coffin of the court of chancery. The protection of the policy-
holders should be the first and d object, and ordinary dissolution and
liquidation is to them, generally, ost equivalent to total loss. _Reinsurance
or continued life in some form is much better. A gentleman has said thatacom-
pany thathas not enough assets to be sound on a net valuation, may still be prac-
tically sound, which is correct. A life company in this country, in a business
point of view (and but for the statute, in a legal point of view), may be entirely
competent to pay all its obligations at maturity and still be insolvent according
toour statute test. Take the Mutual Life. I allude to that as the heaviest com-
pany, its assets being about fifty millions. You valve that company on a net val-
uation at 41§ per cent interest, and the company actually receives 634. There
is two hfler cent surples interest or a million of dollars a y that comes in all
the while as excess of interest; ten years makes ten millons of dollars to say
nothing of the compound interest in the interim, So thet a deficiency of ten
millions of dollars in the Mutual Life can be made up by excess of interest ina
period of time, definitely calculable,

The saving on mortality and the miscellanepus profits would of course add
earl{ to the surplus interest funds. A compahy under our statute test can be
egally insolvent and actually able in a business point of view to pay all its

obligations at maturity. is has been partially shown in the case of the
American Mutual of New Haven. They have gone on paying for seven and
eight years after having been excluded from New York and Massachu-
setts, So that when you come to turn over a life company into the
hands of a receiver, that is a matter on which there ought to be a
great deal of hesitation, Indeed, I do not think that the ordinary statute pro.
ceedings for liquidating other corporations should be applicable without amend.
ment to life insurance companies which have peculiar features contradistinguish-
ing them from all other corporations.

%f we choose, we can adopt the En%lish or the German system of
allowing each company to ju for itself as to a proper standard of
interest, mortality, and reserve, allowing it to go into court every time the
question of insolvency is raised, and test it by the opinions of actuaries and ex-
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perts. I am willing to give my opinion, as the result of my best experience on
the subject. 1 would compela cotr:lpany to keep up the stalute reserve, with
the privilege of impairing its capital to 5o per cent as provided by the bill of
last winter. 'Whea the impairment exceeds this percentage, if the stockholders
would not pay up an assesament to make up that deficiency, steps would have
to be taken toward liquidation or re-insurance.

I think thet the g)rovision of Mr. Miller's bill, in this respect, was a very
proper and reasonable rule to adopt in all these cases. :

1 should require a mutual company to have an extruordinary reserve, of the
same amoupt as the minimum capita! required for the organization of a stock
company, that they could stand on the same platform. That was the practice
I adopted when I was superintendent.

In reference to making any distinctions as to the standard between a stock
and a mutual company:—what is & stock company? Do you allow your

licyholders to participate in the profits of the company, in any shape ? "No.

ben the company {s purely a stock company. Take the case of the New
York companies, where they are mixed companies—what is going to be your
standard for them, or for an immense company like the ﬁultnble. which
is substantially mutual, butin fact, is a mixed company, upon which they only
pay the legal rate of interest which the capital earns. at i3 going to be
your stan there? You are introducing confusion right off, if yon make a
difference with the companies.

In reference to having & standard of interest and mortality, does it make the
slightest difference as to the necessity of having a certain amount of money to

¥ & palicy at maturity, whether the company is a stock company or not ?

s it make any possible difference in a legal, scientific, mathematical, or any
other point of view? If $100 is an adequate yeserve fund, to pay a certain
policy at maturity, it makes no difference whether that Eolicy isissued by a
stock, mutuzl, mixed, or proprictary compsny. What the state wants is'an
amount reserved sufficient to protect the policyholder, to whom that policy is
i,ssugd.,—%erfﬂ:t security that the policy shall be paid at maturity.

Upon the time necessary to be considered in fixing what rate of interest is to
be expected, actuaries differ somewhat, It is generally considered by those
who have made it a special study that we ought to cover a period of from 25 to

years, That is, that the agsumed rate ought to be certain to be maintained-
ﬁrapﬁoﬁof&om?wﬁ:ﬁ?ﬁu. :

When we had tke English life table, I recommended five per cent; then we
attempted to oomgeromise with Massachusetts, and it was fixed at four anda
half. It is possible that five per cent might be safely assumed, but there were
a greal many contingencies about this business, and gentlemen differ as to the
rate of interest which can be received in the futyre, and the assumption in the
life insurance calctilations is that this money is &crpetually invested. You cannot
sllow a moment tolapse, When you assume this rats of interest you cannot lose
weeks in m“""',f your loans. The Mutual Life now only receives about six and
2 half, though the leg,-ll rateis seven. In assuming this rate, we want to get at
something which is about fair, as between the companies and the ublic, and with-
out question safe, and then assuming that surplus interest is rearized, the public

t their recompense in the dividends, and the company has the advantage of

¢ additional safety all the time, and is safe and sound in any event. As they
receive interest over the assumed rate, they pay it over generslly at the end of
the year to the policyholder, 4o that neither the company nor the public loses
the benefit of it

There is a great dificulty in agreeing upon what is the exact rate of interest
that ought to be assumed, and the best table of mortality. We have got to
harmonize and agree upon somethini‘: or take the German, French and English
plan of having no legal table at all. Everytime a company is declared insofvent
there, it goes into the courts, and gentlemen experts are called upon to swear
what is the best standaxd to test the solvency of a life insurance company.
From the experience we have had here, I have regarded it as settled that there

must be a legal standard,
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Another view was introduced, I think, into the state of Georgis prior to the
war. That state had a statute by which the interest assumed in valuing the
lisbilities of a company was to be, I think, two per cent less than the rate of
interest the company actually received for the prior two or three years, So-
that if a company received eight per cent interest, they would be valued on six,
and if six and & half, valued at four and a half, and on that standard, Butit
is exceedingly desirable, if it is practicable and possible, 16 harmonize npon a
given standard for the whole of the United States. Companies in the western
states may average eight per cent. The boads and m of the company 1
represent are invested at ten per cent. Notwithstanding that, there should
some given sipndard fixed to test the solvency of life insurance companies,

Take thecase represented by the eminent bankers of the National Life of Phils--
delphia. What stendard sbould be applied to that comg.nv to test the
value of its liabilities or to arrive atits due re-insurance fand? They talk about.
adopting a six per cent basis, and then if interest down, hereafter of decreas-
ing the assumed rate. You donot want to value them on o high rate and low re-
serve, and then reduce the rate and incresse the regerve. e National Life of
Philadelphia should be charged with a sum sufficient to meet its policies at
maturitL; and this rule should be uniform, whether policies are issued by Jay
Cookdt:nkCa., or by T ml:;hm::g the eornerh:ot woﬂﬁctl a dollar.

I think it is entirely right 7 to have stri roprie companies ;.
but those companies should not have the rules altcre{:lptopmitu:h?em.

It does not make the slightest difference in a valuation whether a policy lapees
or not thereafter. Youtake equivalent assets and liabilities out of each side, it
does not makeany difference in the test of solvency. The preminms of the Nation-
al are, I believe, in excess of our New York stan net rates at four and a half
per cent American E ience table of Mortality. So that, in one sense,
can say that a policyh p%ysn emium on & nndsha]fpercentugole:
only it is slightly loaded. That is all. In some cases not loaded much, if

at

I have heard talk about the companies computing tables of preminms on a six
per ceat rate of interest, You can, however, get precisely the same actual grosg
or office premium at six per cent as at four and s half per cent, by varying and
adjusting the loading. your premium is not sufficiently loaded, you may not
be able to pay expenses. . :

As I have before suggested, a proprietary or stock eomgany must get enough
premium by which it can maintain a legal rerserve. If, as Mr. Peet s
gests, debiting his company with a reserve at four and a half cent w
show an impairment after 16 years business for five millons of dollars, it de-
monstrates that they cannot do business on that rate of premium. They must
make up enough in some way or another to keep up a sum which, according to
the accepted standard, will enahble them to meet tieu obligations at maturity,
Mr. Peet's company has a million of dollars ¢capital==under the law ed last
winter, they could spend $500.000 i building up their businesss, and still continne
to do business in the state of New York, they went beyond those figures and
spent $600,000, they would have to make an assessment on the stockholders,
and they could go on in that way, throwing money into the business ad
libitum, for the pml'ﬁose of building it ug. ut capitalista ought not to be
allowed to waste millions of dollars to build up a business without replenishing
it whenever impaired beyond & reasonable limit. It would be digastrous to
the general interests of the business, and to the public interests. I may
state in omne sense, that the rate of {remium of the National Life, of
Washington, was based upon four and a half per cent American Esperience,
loaded say three per cent; or whatever the loading might be by com-

utation, or, you can state it the other way—that their rate of premiom
is on assumed rate of six per cent, loaded thirty, forty or E&y
cent, or whatever the loading may be. You compel a company to load by
compelling it to reserve ou a four and half per cent basis, American expe-
rience, bhecause it must enough money in some way to keep up its
reserve, If their stockholders are willing to make up the money, all nght.
If they can run without it, all right. But the rigk of seccess, and of mein-
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taining solvency, should be ran by the stockholders, and not by the go icy-
holders. A compeny is compelled to have a certuin rate of reserve, and kee
itupall the white. The New-York Life znd Trust, a strictly pro%'ieury or st
company, charge one of theﬂlfiﬁhest rates in the United States; but it 15 not the
proprietary companies generally that charge the high rates. If you have one
standard for a purely stock company, or propristary company, and another for
a mutual, and another for a mixed, you get into confusion as to the standard,
and intreduce elements of conflict and confusion in legislation. Itma
besaid: “Why not fix the premium arbitrarily, and by legislation, at once?”
1t is fixed indirectly. .

The Gotha Life, of Ge:'xzml.l:tfs y, is ‘now io:nil;cte.d, itilz said, 'l.tda.n
average rate, expenses, of five cent, erica, the business is done
at too high.mp:pense; and it is aﬁpe:;mt inevitable that it should be so at this
present time, in conseqeence of the enhanced prices incident to the war, without
anJ proportionate increzse of the rates of life premiums. When I'said that a net
valpation was a perfect test of the solvency of companies, and in consequence,
with the Natonal Life, I said it on the assumption that the rate of premium was
31:1 with the net premium, and that there was enough to provide for eﬂ:en.yes

In the case of the National, I do not know whether a net vaination
would properly y or mot. I feel, on that question, that the greatest
freedom ought to be allowed to experiment in this direction. Where a given
capital was put up and imperiled, it seems to me that a superintendent would
not be justified in making a gross valuation on a oompsngelike the National
Life, unless the fact was that its rates of premium were below the net rate,
ar 80 near it as to render it certain that the company could not in the future
maintain and keep up its re-insurance fund.

If a company like the Nationzl Life, with a cageital of a million of dollars,
shonld sink say $600,000, and then make up the deficiency by assessment, and
the company desired to avoid any such danger hereafter, then I should say,
* You must make it up by diminishing expenses, or by slightly increasing the
rate of premium,” by which they would be compelled to conduct their business
ou a living basais. Vae ought to conduct the business on & sound basis,

Mr. Wright has introduced other views. ButI have never seen why the
capital of a life company should be treated differently from a fire or & marine
company. With re to & fire or marine company—if the percentage of
impairment shall exceed twenty.five E cent after this, they must make up the
deficiency or be wound np~ewhy is it different with a life company, so far as the
capital is concerned, except that more latitude of impeirment should be allowed.

] cﬁplul of a company ought to be protected, and have money to repre-
sent it all the while, whatever the stan of valuation may be. Itdon't make
any difference what the standard is for this purpose. I am talking now of the
ca.piul-tihat the capital ?fﬁ the life companies ought te btiu k;pt intla(;:t,bewilhin a
margin of impai irment o t cent, it seems to me, which wou a very
judicious standard to make.&y pe

That a company, when they have sunk half of their capital, ought to curtail
in some way aod reduce therr business, or increase the rate of premium by
which they would not sink the balance of the capital. Company after company
1n Great Britain has sunk the whole of its capital upon the idea that the
will of the business that they established would uvltimately enable them to get
the capital back. We ought not to carry that point beyond a reasonable limit.
Our tendency is to spend too much., Companies are so anxious to get ahead of
each other, that the tendency is to run the expenses at too high s rate,

The stockholders of the Nationel assure the public that they can do business
successfully on the rate of six per cent interest, and make a profit, beyond
paying their obligations at matung We, the public, do not want torun a risk be.
cause these s olders are wealthy. They say they are confident they can
their obligations to maturity. They ouﬁht not, however, to ask that any
different standard of reserve should be applied to them simply because they are
organized as a purely business or money-making corporation. If any dis-
tinction is to be made (and none should beg. it should not be in favor of purely
stock or strictly propri¢tary eorporations.
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REMARKS BY SHEPPARD HOMANS, ESQ.

Mr. CHAIRNAN :—~], in common with other actvaries, have taken & great inter-
est in the proceedings of this convention—more, however, as spectators than
with the view or wish to participate in its discussions or deliberations, still less
to make formal statements or remarks—I came here this evening, at your invi-
tation, without preparation, but siml:l%with a desire as far as it may be in my
power, by replies to your queries, and by im pto remarks, to aid in the ac-
complishment of the object desired, wkich I conceive to be a thorough discus-
sion and ventilation of the subject of state supervision in life insurance matters,
and the adoption of uniform systems and blanks by the different states, by
which that supervision may be rendered more effectual, and at the same time
less onerous to the companies, )

It seems to e that one of the most important subjects that can be properly
brought before you for consideration at this time, is that of the nature of a net
valuation, What is & net valuation? What is accomplished by it, and wherein
is it deficient? A subject may easily be injured by cﬁ.’unlng for it more than is
properly its due, and this, 1 &ink, as been the case with the one now under
consideration. 3t is claimed by some of its advocates, that a net valuation is a
test of the solvency or of the financial condition of a company.  In my opinion,
this is scarcely correct, It may serve to point out danger, but of fiseff it affords
no test of wolvency. It may be justly claimed that it farnishes evidence that
the net premiums have been accemulated at the rate of interest assumed, and
are in possession by the compnn{; It may also justly be assumed that if the
same course be continued, and the net premiums with interest are in future
kept intact, and in g)ossusion by the mmﬁn{, the claims may undoubtedly be
met at maturity. But thereare cases in which a net valuation as a test of solv-
ency will be found wanting. In my judgment, before any company should be
proncunced insolvent by a state de t, something more is necessary than
& net valuation of its policies ; in other words, the financial condition of any
company can only be accurstely ascertained by the proper consideration of the
gross premiums receivable, care being taken to provide a fund for future contin-
gencies and expenses. There can be no exhaustive test of the condition of a
company unless the premiums actually receivable enter into the account, But
this, it is evident, would render the duty of state supervision more arduous,
And perhaps, all things considered, the system of net valuation is the best for
the ordinary purposes of a state; with a proviso that in extreme cases, before
proceeding to harsh measures, the commiséioner be allowed to apply the test of
groas valuation. There are some cases, however, in which the present system of
net valuation is totally inapplicable, Take for instance the case of a stock com-
pany charging rates of premium less than the « =+ vate at four per cent. By the

* present system of net valuation it is assur .. “at such a company will be in re-

ceipt of premiums, after deducting ¢ penses, zqual to a four per cent rate.
Hence it is manifest that in such wases such & system of valuation would be

urely fictitious and arbitrary. Suppose a company should be prohibited doing
gusiness in the state of Massachusetts, and that the officers of such oompang
should obtain the te opinions of competent actuaries as to its solvency, an
that the opinion of those actuaries should be that the company was in a sound
financial condition, as determined by satisfactory and proper tests ; the result of
such a conflict of opinion might be prejudicial to the system of state supervision.
Would it not be desirable before pronouncing judgment against a company, to
apply such tests as will place the decision beyond the reach of contrary opinion
or argument?
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In answer to a question by the chairman, Mr. Homans said:

As you are very well aware, sir, there are iwo standards of valuation
employed by the different state departments, and the effect of baving diverse
standards is, of course, very manifest. It tends to throw doubt, mmhatgs
discredit, on the whole system of state supervision, and tends to neutrali e
good effects which may otherwise be anticipated., I helieve we are all in favor
of the adoption of some one uniform stan throughout the country, to be
applied as n test in examining the status of companies, The state of Massa-

usetts started with the basis of the actuaries’ or combined experience rate of
mortality, with four per cent interest, and has continued that basis to the
present day.

Some yZm gince I was requested by the New.York -companies to present
o paper, drawn up and signed by them, addressed to the superintendent of the
insurance department of the state of New-York and the commissioner of in-
surance of Massachusetts, arging the riety of some one uniform stendard.
In company with Mr. Barnes, I visit . Sanford, the then commisgioner for
Massachusetts, and discussed with them the advantages of agreeing upon some
one uniform standard, What that standard might be, was of minor importance,
At that time, the state of New-York had ad the English life table No. 2,
and five per cent interest; but with a view of adopting a standard which would
be aoceptable to all other states, Mr. Barnes an amendment to the
law, by which the American experience table of mortality and four and a half

cent interest was adopted as the standard for the state of New-York, in the
ﬂzrpe that Massachusetts would agree upon the same. That hope, however,
was disappointed, and since then we have had the two separate standards.

I think, at this present time, the convention could do nothing more beneficial .

to life insurance generally than to urite in the adoption of some one standard
of interest and mortality, to be used in all the di t states, I am not pre-
P ed, mfself, to make any recommendation. The American experience
which I constructed for the use of the Mutual Life Insurance Compau)lr.::
New-York was not suggested by myself as a state standard. Mr. Sanford
only done me justice when he sard in his report for 1867, page 73. “It is
due to Mr. Homans to say that his table was neither suggested nor urged by
himself for adoption as the official basis.’”” Since, however, it has been adopted
by some of the states, and by many life companies, it per would not be
unbecoming in me to say that it is the result of a very ca analysis of the
mortality experience of the Mutual Life, in which the effect of selection was
carefully eliminated; and that it has since been confirmed in a very remarkable
degree by the mortality statistics of the individual companies, and of all the
companies combined, as shown in the Massachuseits Teports.
As compared with the Actnaries’ table, it shows greater mortality st the
ounger ages, and also at the older ages, while at the middle period of life, say
thirty to sixty, it calls for a less mortality, This is in accordance with the
results or all published mortality statistics in the United States. The new
experience lable, constructed by a committee of actuaries, showing the expe-
rience of twenty English companies, accords more nearly with the Ameri-
can experience table than with the first actuaries’ table, ¢ difference, how-
ever, by either of these standards of mortality, is inconsiderable, They are all
well adapted for state purposes, and the choice of either wonld mect all the
uirements of the state.
n reply to a question from the chairman, Mr. Homans stated that he was
in favor of a more liberal standard of valuation in the case of no:‘;?:ﬁcipaﬁng
licies, Take, for instance, the class of companies knowt a8 stock corapanies.

n order that their premiums should be sufficiently low to make them attractive,

to the public, it is necessary that they should bé based upon a rate of interest
somewhat etpl:r_l'axin'nnt‘ii:ge that which can be realized from investments. In
other words, that the difference in the rates charged by these companies, and
those charged by the mutual companies, should be about that which would be
expected as surplus or return premiums of the latter. If the labilities of the
stock companies, however, are estimated by the very severe standard adopted
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for mutual companies, they would be placed under the very injurious and unjust
aspersion of having impaired their capital.  If it was a function of the state to
prevent any citizen from entering into an unwise or unsafe contract, then ijt
might be quite proper to apply the test of a four per cent or a four and a half

r cent valuation to stock comrn.iea, buton no other theory can this eourse be

efended. It appears to me that the function of the state might velx well be
limited to the exaction of evidence in the case of any company, that the finan.
cial conditions of the contracts had been faithfully performed. If men of
character and means are willing to risk their reputation and money upon con.
tracts, based upon six per cent interest, and persons are induced to acce
those contracts by reason of the low rates of premiums; it scems to me only
just that their Nabilities should be estimated upon the same basis. It would be
unduly restrictive on’ the part of the state authorities to apply a test which
woulc{ certainly bring them into a most uneoviable, and I think, & most unfair
position.  If polieyholders wish to obtain insurance at the lowest present ont-
lay of premiums, they surely oui t to be allowed to do s0, provided the rates
are based upon essumptions which, in all probability, may be realized. What
those assumptions for interest in the future should be, is & question upon which
men of financial and business experience are beiter capable of affording a solu-
tion than actoaries, and to them we leave the question.

The question of security is a relative one. It is self-evident that, other
things being equal, the security afforded by high rates of iem would be
greater than that afforded by low rates of premium, but if the stock companies
are compelled to reserve, according to the severe standard now adogted, it will
have the effect of increasing the cost of insurance to the public. It seems to
me a question of the ency of allowing such mea.nies to exist, or of pre-
venting their formation. There seems to be a manifest propriety in applying
the same standard of valuation as that adopted as & basis for premiums’in the
case of each company.

It may be a question whether a company in which the preminms are based
upon four per cent interest, could legsf; or morally estimate its liabilities at a
higher rate. Is not the fact of basing the rates upon the assumption of foar
cent in the future tantamount to saying that even if interest should fall to that
rate the company would be enabled to meet its obligations at maturity? If
this view be correct, it follows that the company shonld reserve for liabilities
upon the same assumptions for the future as those upon which its premiums
are calculated.



PAPER READ BY HON. E. A. ROLLINS, VICE-PRESIDENT OF
THE NATIONAL LIFE INSURANCE CO. OF THE U. S.

It is respectfully submitted that the laws of the states relating to life insurance -
should be so modified s to recognite and foster stock orproprieu.rgoom-
panies, especially in this that where their capital is large, the reserve, which in
addition to their capital they shall be required to maintain, shnllhebucd;ron
interest at the same rate per cent as that wpon which their preminms are calcn-
lated, not exceeding six per een:'})er snnum,

The laws referred to indirectly require that every life insurance company
seeking business within the limits of the states which paseed them, shall possess
means equal to its liabilities. These liabilities are almost entirely upon out.
standing policies, and cm&:ise what is known as the net present value of such
policies. To respond to this value the statntes reguire companies to reserze an
equal amount of assets, In determining the valuation, there is prescribed b
law & certain table of mortality from which is ascertained the expected dea
rate of its policyholders, and interest at a certain rate per cent at which it is
assumed the means of the company may be made productive. These differ in
different states, but not very widely, as the several tables of mortality recog-
nized are all Delieved to be eminently trustworthy, and the rates of interest
asaumed are those emplo;red by mutual companies in determining their rates of
premium, and are either four or four and a half per cent per annum.

Tht:cﬁrevnhng laws with reference to reserves were passed when there were
nos companies in America, The customary name *‘reserve * in life insur-
ance itself suggests, even if it was not borrowed from, the laws which provided
and still provide that in determining the amount of surplus to be distributed in
& mutual company, being the excess of premiums paid, there shall be ' reserved '
an amount measured in the manner prescribed.

From this it will be readily inferred that the existing 1aws for reserve, designed
as they were for mutual companieg, must be entirely inappropriate to those doing
business upon the stock , and further examination of subject, which is
the purpose of this article, proves the inference to be well grounded,

In making this cxaminaiion it becomes necessary to analyze the premiums
¢harged by all companies for insurance npon a.ﬂ';fms—]ife or endowment,
These consist practically of three elements: 1st. The reinsurance fund of
what is technicaily called the reserve. This is such a sum as, set agide and in-
vested at compound interest, will amount to the fece of the policies at their cer-
tain termination, and constitutes the main element in what is known as the
present value of policies. 2d. The cost of insurance, or that portion of the

remium employed to pay the current losses of the year. The reinsurance

nd or reserve and the cost of insurance, together, constitute the net premium
charged at the beginning of the year. Theoretically, losses are payable at the
cloge of the year, and if the rates of interest and mortality assumed in making
the premiums are exactly realized, the net premiums and the interest upon
them, and on the existing reserve, will at the end of each year pay the losses
experienced and make the required addition to the assets, which include the
reserve. The third element in the premium is the margin or loading for
expenses, which is usually a percentage upon the net premium or the other two
tlements combined, and is of the same nature and substantially the same
amount in all companics.
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From what has been said, the i.n?uiry naturally arises as to what constitutes
the fundamental difference between low premiums, or those of stock companies,
and high premiums, or those of mutusl companies, The second element or
cost of insurance, it is evident, must be nearly the same in both classes of com-
panies. The third, as we have seen, is a percentage upon the other two, and
although as such it may be the same in both cases, it will be somewhat smaller
in low premium than in high premium companies, because in such companies
the first element—the reinsurance fund or reserve—is smaller,

The real difference then lies in the first element—the reserve.

As stated above, this reserve is that portion of the premium which, invested
at compound interest, will amount to the face of the policy at its cerlain
matarity, 'With the amount of the policy fixed, it is evident that the amount of
the reserve will depend upon the rate per cent per annum whick money is
expected to earn. If oaly four per cent is expected, u larger sum will be
necessary than if that ezpectation in six per cent. At the former rate, an
annual rate of $17.80 must be made for thirty years to aggregate the sum of o
thousand dollars, while at the latter, or six per cent, only $12.60 will be
required. The lower, therefore, the rate of interest which is assumed, the
higher must be this reserve, and the higher the rate the lower the reserve, and
consequently the lower the premium. Without refleclion, it might seem singu-
lar that in the states where the legal mtes of interest are six or seven moent
at least, and the prevailing rates oftentimes much greater, the four or and
a half per cent rates of premiums were employed when life companies were
first organized in America; but when it is remembered that at that time we
were without ascertained American rstes of mortality, without actuaries, with.
out laws regulating the ;:i?eraﬁons of companies, altogether without expe-
rience or knowledge in life insurance, it is eerm;lly oot strange that the rates
of interest, as well as of martality, were borrowed from the companies of the
old world, where the rates of interest for two huadred years had not averaged
more than two-thirds the average rates in the new. DBeside this, the first com-
panies were purely voluntary associations, without capital, and it undoubtedly
scemed to them wise to e the jums somewhat excessive, 50 that the
accumulations of the companies might be as large and rapid ae practicable, and
a capital created for the security of their members.

years passed and several companies were organized before super-
visory laws were anywhere enacted, and a legal test of solvency of any
character establish: Meanwhile the premiums of the mew institutions

naturally followed those of an earlier date, as were like them in their
plans ol ::ﬁminﬁon, and sufficent time had not sed to prove the rates
unnecessarily high. It was under these circumstances that the laws relating
to reserve were pagsed. Herdly an American stock com) was in existence,
The companies were mutual, with the usual four and a cent rates of
such. In framing their statutes the legislatures considered acted upon the
then existing facts. They found high premiuvms involvinihigh reserves, and
they ‘lifi.slated to compel the execution of contracts. four cent rate
naturally called for a four per cent reserve.  This was that for which the pre-
miura was paid, and it wes just that policyholders should have that which they
purchased. No legislator probably thought of voting that a four per cent
reserve wasg necessary for the safety of the policyholders, and it is certain that
the originator of the first law in Massachusetts on that subject did not for a
moment suppose that it was imprudent to assume a much higher rate, It
seemed necessary to preventa natural tendency to extravagance, engendered
by competition, and fo preserve intact that portion of their premiums which
the insured had paid as a self insurance fund, Beside this, after the passage
of the law, the old companies found in large accumulations originatin&in igh
premiums loaned at seven per cent and more, a means for fattering _dividen
with which to encourage larger patronage, and the new ones, with little if an
capital, found in the same premiums the principal means they had with whi
to defray the necessary experditures of their organiration and introduction to
public éavor. For these reasons, sufficient both for the state and the compa-
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nies, the reserve and the premivmy of mutual companies have been continued
- on the same basis with few modifications. The demands of the premiums and
of the reserve have been reciprocal ; each has made the other necessary, and
applicants for insurance have been compelled, in some manner and form, to
pay cxcessive rates.

‘hat such onmslanies have found the premiums too high, for insurance only,
is proven by the dividends or the return of the surplus of premium, which has
been made in money by those companies receiving cash premiums, and in the
cancellation of notes, credits, or liens, wholly or in part by those taking ocly

of the premium in cash. i

With the laws of the states and the experience and prhctice of the com.
E:nies. such as we have described, stock companies have been organized and

ve issued many thousands of politics, receiving for them the low, or six per
«cent rates of premium. They desite to continue such issue, and they respect.
fully submit that the laws of the several states should be so far amended as to
require of them upon such policies only a six per cent reserve. In doing this
they premise that the public iood is well subserved by the pledge o
capital from the companies to their policyholders, that all their contracts s
be faithfully executed,—that when such pledge is given, the prudence and
weonomy of such companies in their expenditures are largely encouraged, and

t care in the selection of lives is secured, as all costs and losses must first

paid before their stockholders realize any profitwhatever—that the higher the
premium, even in.mutual companies, the greater the expenses, inasmuch as
the largest expenses of all, to wit, the commissions to agents and the percent-
age tax upon premiums, increase with the increase.of rates—that for these,
reasons with others, the public at their pleasure should have the opportunity of
purchasing their insurance of companies using low rates of premium, that to
that end the companies should themselves be burdened -by legislation only so
far a3 is necessary for the security of their patrons,—and that the convention .
now in session will do much to restore and increase the public confidence in
life insurance by doing what it can to invite capital to give to idsurance its con-
servatism and its stren

They premise farther that it would be harsh injustice to their policykolders
to exact of them, if it were practicable to do so, a four per cent premium with
which 1o meet the requirements of a four per cent reserve. Out of this there
would ultimately be cxcessive gain to their stockholders, as will readily appear
from a single illustration. . ’

An accumulation of say $5,000,000 from non-participatin %o]icies loaned
upon bond and mortgage under the laws of JNew York, would bring at seven
per cent -a yearly income of $350,000. The requirements of a four per cent
reserve would employ of this amount $200,000, and there would be left as
profits to the stockholders from this source alone, the immense suma of
$150,000. This is enbrmous, and yet the present law of reserves, unchanged,
tends on the one hand to precisei{ such results, through an increase of the
premium of stock companies, and on the other to their o;?)ression, if not
their extinction, through the rupid constructive impairment of their capital to
make good the incrensnﬁ demands of their legal reserve : increasin% constantly
because of their accumulating business,—a reserve, too, not paid for by their
policyholders, nor requited in their interests. Companies charging the high
premiums, in substance agree in their policies to paI their patrons only four
or four and s half per cent upon the money received from them, while those
charging the low rates covenant to t?lay them six per cent per annum,

This brings us face to face with the inquiry, whether or not it is safe to
sssume that money dun'nithe present generation in this country will, when
tnvested as the assets of life compenies ordinarily are invested, return six per
cent. per annum. This we unhesitatingly answer in the afirmative, and in
part for the following reasons :

This subject was thoroughly examined by those who subsequently became
stockholders and officers of stock companies before they subscribed and paid
for their stock. It was their faith in this which prevailed upon them to make
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guch subscription and payment. They have not seen a single reason existing
or foreshadowed to change their beliel,” That in the past the rates of interest
have averaged the country over, and uniformly averag}l, too, every year,
largely more than six per cent there can be no question. We leave out now, of
course, all call loans in commercial centres, which, for brief periods, sometimes
in one place and sometimes in another, from peculiar relations of circumstances,
are occasionally very low and sometimes very high, which loans insurance
companies never make, We include only investmentsin which companies can

1 y and rly place their reserves, and we say unhesitatingly that ci
and county E(o;:.%cg‘{nd loans secured by’m of real estate f‘v% or thretg
times their value, have probably at no time in the history of the country aver-

aFd lower than 7 per cent. We might include in this statement the bonds
of the general government, for while the five per cent bonds wonld seem.
to be exceptional, yet when it is considered that they are protected from local
taxation, which oftentimes amounts to one or two per cent per annum, and
that their income are cxeﬁgt from all taxation of every Lkind, whether by the
United States or other authority, the actual interest received directly and indi-
rectly, from them, falls nothing short of 6 per cent or 7 per cent, e do not
include those bonds however, because the that they always have large and
ready sale abroad, where money i3 cheaper than with us, that the National
banks are compelted to employ them for the security of their circolation and of
the deposits made with them to the credit of the Treasurer of the United States;
that they are legal investments for all sorts of companies and all persons acting
in a fiduciary capacity, and that they always command att instant sale for ready

“money wherever offered, all tend paturally to keep the iary profit from

them somewhat under the income from several other kinds of investments.
sbsclutely unquestionable in their character, .

Some of the influcnices at work to sustain and often to cdvance the rates of
interest, are common both to this conntry and Europe. Mr. John Stuart Mill,
in his work on political economy, says, that the organization of joint stock
companies and recent inventions of all sorts have a tendency to increase the
rates cverywhere ; and especially that the construction of raifl roads and their
uses will, for years, keep interest higher than it has been. Other and great
causes unknown in many places of the old world are, however, operaﬁng with
great effect in America. Here, the simple demand for money, for the building
of towns and cities, and the construction of dwellings and places of business,
within the limits of those already established, is enormous, while in Venice, it
is said that there has hardi{ been 2 house erected for twenty years, and the
building of Amsterdam is almost ag thoroughly concluded as is Venice, These
are but examples of a general rule and principle they indicate. Opportunities
for using money there are fewer, while the amount seeking investment is
immensely greater than in this country, It were strange then, if the rates

revailing were not smeller than here, and yet the insurance companies of

eat Britain have, it is believed, received more than five per cent, on the
average for many years from their investments, and the average rate of interest
in European markets on the best goveroment loans, extending over a period of
from twenty to thirty years, reaches almost six per cent. But the profits from

. the investments of the oldest and most thoroughly established and hrfest life

companies in the United States doringall their experiencehaveave , to the
resent time, not less than 7 per cent—-inde those of the necticut
utual have considerably exceeded eight per cent per annum, and from the
recent t of Hoporable William Barnes, consulting counsel and actuary of
the L.ifef ssociation i)f America, it seems that; thel real :atgte loans x;fe:ih“ com-
{of com tively recent originj, up to the close of 1 aver; ten per
E::ty per anm?::r.‘ Thyc rates of gtnerest fixed by law in the thirteen origilral
states of the republic were in no instance less than 6 per cent, and were some-
times greater. They have never been reduced, but in various wuys and at
different times they have in severalinstances been advanced. In almostall the
states added to the union since its creation the rates have been very considera-
bly above 6 per cent; two, three and often four per cent above. The
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tendency seems to be upward rather than downward. Illinois, Indiana n.n_d
Michigan are as old now as many of the eastern states were at ‘the time their
rates were fixed at 6 cent, and yet the prevailing and every-day rate im
them is 10 per cent, can be made on notes and bonds secured by mort-
gage of highly improved farms, worth three times the amount of the loans, at
z0 per cent per annum, and in the commerdial centres of these states at rates.
not much below, upon securities more desirable, The legal rates of interest
west of them are greater still. In Minnesota, 12 per cent i5 allowed, and is the:
customary rate upon the best securities within its limiits. .

The London Economist, the best European authority on this subject, estimates
that the average rate of interest on a majority of the foreign and colonial stocks.
now owned in Great Britain, is equal to from sixto seven per cent as a minimum..

Mr. T. B. Sprague, Vice-President of **the institute of actaaries, ** a stand-
ard aathority in Europe, has lately pablishéd an able paper, in which he:
remarks: ‘' There is very little doubt that on judicious inwestments in forei,im
stocks, at least gix per cent or seven per cént interest may be continuously
realized with safety after allowing for a T qinkin%fund to provide,” &c.
‘This rate, it will be observed, can be remein Great Britain. r. David A.
Wells, one of the best authorities in this country, and late special commissioner
of the United States revenue, who has given attention to this and kindred sub-
iects, almost more than any one else, makes a contribution to the Tis Nasion,
In its issue of April 27th last, entitled “ﬂleogrospective rate of interest through-
out the United gtates for the riext quarter of a century,’” in which this subject
is treated exhaustively. Reference is made to it in support of the point now
being considered, for reasons which cannot but commend themselves to every
one who reads it.

He concludes his article in the following language :

. %1 have thus briefly presented the evidence which seems to me available for
the formatiom ‘of an opinion respecting the dverage rate of interest that may be
. expected to prevail throughout the United States, under various conditions of
security, for the next quarter of a century, My own conclusion, from a some-
what careful investigation of the subject, is, that although capital in the United
States duti.:ﬁkthat period may be expected to increase greatly, the opportunity
~and desire alike for the investment and use of such capital will be more than
correspondingly augmeated thronsh the increase of gopnlation and the devel-
opment of the natural resources of the country; and that in olher respects,
circumstances do not favor any immediate reduction of the rates of interest,
The civilization of the United States, ' furthermore, in contradistjnction to that
which prevails in other s of the world, is.a civilization of rapid growth and
forced development, at which in other and older countries has reguired
centuries to accomplish—such as the improvement and ormamentation of
towns, the construction of roads, harbors, elaborate public buildings and parks 3
the providing of water supplies and systems of drainage, the incurring and the
paying of great debts—we expect to make the work of years. And while such
a condition of things Sreva.ils, the demand for capital will slways tend te be in
excess of supply ;and industries, made highly productive by force of circum-
‘stances, can afiprd and will pay for its use most liberally. I am well aware that
in a country where the *!societary circulation,” to use a modern expression, is
active, money as an instrument for effecting exchanges, or capital as an instru-
ment of agroduction, produces its results more rapi y than in countries where
the social movement 1s more sluggish; and that &is increase in rapidity of use
is eqLuivalent to an increase of supply. By taking all this into consideration, I
think one wqyld hazard little in predicting that during the next twenty-five
ears, without such a condition of general disturbance and revolution.in
urope a3 would endanger the safety of investments in that country, the aver-
ge rate of interest for the United States as a kol will not be less than severs
per cent,  1f the national or state governments are able to bortow for less in
their own markets, it will be because of the offer of compensating advantages
for the reduction, either in the way of security, exemption from taxation, or
facility of conversion.”’ Davip A, WELLS,
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‘When it is remembered that the middle line of the country north and south,
on the track of the Union Pacific Railroad, isa loniway west of the Missouri
river, that peéw states in undetermined numbers with the almost fabulous de-
mand of their towns and cities,—their agriculture, manufactures, railroads,
banks and other interests and organizations, are yet to be created out of exist-
ing territories—that the British possessions north of us are certain to grow for
centuries, and that Mexico and all of South America are awsiting the capitay
and enterprise of the anglo saxons for their development, it is respectfully sub.
mitted that whether or aot money in this conntry will earn eix per cent per
annum during the next generation, does not admit of any serious question
whatever. Every business man accustorzed to the uses of money, who has given
attention to the subject, admits it, and to conference with such as they shalﬂnve
opportunity, the members of your committee are respectfulty recommended.

is question of e reduction of the yeserve required by law of proprietary
compames has been suggested from time to time, on various occasions, by
those employed in writing upon insurance subjects for tife general public.
The Spectator, of New York, as early us December, 1869, in tts number for
‘ %&t month, in an editorial, atyled *‘the question of reserve’ among other
ings, says: :

Tﬁ: only argument in favor of high reserves is one which is based entirely on
considerstions of greater security, It has been insisted that high reserves are
a restraint ypon extra , but in reality itis the principle of a high reserve
which more than anything else permits extravagance. is may seem para-
doxical, but it is easy to see everywhere what is the effect of over-confidence as
to sectrity. A man is wasteful of money just in the same proportion as is the
amount of money at his disposal in excess of what he ly needs; so in life

. insurance, the company which accumulates a large surplus over its reserve, is
in constant danger of giving w:l to some extravagance which would not have
been permitted if its reserve had been calculated at a lower standard.

But there is another consideration in favor of a lower atandard of reserev.
And that is the objection to making good a high reserve by including in a com-

y's assets a lot of intangible items which would not be available for payment
of losses. Itis preferable, we think, that a company should possess a five per
cent reserve of solid cash assets rather than it shozld reserve on the basis of a
four per cent valuation, and only make good its reserve by means of includin
in the account a lot of uncertaia items. But we do not wish to be underst
a8 arguing in favor of a lower reserve for all companies, The point which we
wish to make is, thata state, in its capacity of testing the rates of policyhold-
ers’ deposits to compatties’ assets cannot justly o far interfere with tie'terms
of individual contracts as to exact from one company fidelity to the assumptions
of another oomg:ny, es&ecially when the former compapy has from the ontset
released itself from such extra lia.bihm:y the very terms and concessiony’ex-
pressed in its contracts. We raise this point now because we know that the
time is not far distant when it must be agitated i Sekalf of policyholders, At
all events, we hope the question - will be considered on its merits, and that its
merits appesl strongly to policyholders is evident from the fact that the compa.
nies are now compelied to do business .according to four and four and a half

r'cent, whereas they are constantly receiving upwards of six per cent. Itis
ike borrowing money, and when the first pay day comes around, paying-onl
half the interest, on the principle that unless ke has the nse of the other hali,
the borrower may not be able t&paﬁanything when it is again due! *

The same i\:ournn!, in its issue of December of the following year, discussing
a kindred subject, remarks that:— >

‘While the business was one into which riment and speculation largely
entered as elements, there was, perhaps, gt::tre ground for levying high rates by
way of protecting both parties ageinst contingencies then impossible to be
forescen.  In such case it was rational enough to build up a2 wall of certain
security against the onslaughts of extracrdinary moriality or the waves of
financia] panic.  But time has, in these respects, made all things even. Mor-
tality tables have been proved correct; the average of loss has been fixed with

=]
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approximate definiteness, and the average value of moneyhas been determined.
‘I}Lese things settled, nothing but the question of expenses remains to complete
the calculable cost of insurance; and just in proportion 3s a company’s aga.irs
are administered economically or otherwise, in just that ratio is it able to reduce
this cost to a minimum. ere can be no very appréciable enhancement of
mortality, nc very noteworthy diminution of the value of the money accumula-
tions, to fright the souls of underwriters into extorting high rates for security’s
sake, This loading of rates to feed a fallacious notion as to needed security on
the onethaud, or to meet the lavish waste of regal establishments and reckless
cies on the other, is no longer entitled to concealment or allowance.

From the gth page of last January's Baltimore Underwriter, we extract the
following: . . B . . .. )

“qt isg ot a question of the theoretic value, or of the correctness of the
agsumptions | it is not a question simply of the inherent or of the relative merit
of the mutual system; not whether such prudently and economically conducted
companies as, for example, the New England Mutual, the Connecticut Mutnal,
or :lf: Matual Benefit, have not more than redeemed their promises, or more
than fulfilled their obligations to their policyholders. Because the officers uf
these and similar companies have been sternly and rigidly mindful of their du-
ties, shall it be said that others are so minded by reason of or by virtue of the
system they represent and advocate? In the face of the extravagance which
led to the downfall of the Great Western, and of the recklessness which is
rapidly hurling a dozen others to the verge of the cataract, who will dare to say

? The excess of overcalculated and heavily loaded premiums, in all these
cases, instead of reverting to the assured in the form of surplus or dividends,
has only proved an irresistible temptation to prodigality and waste.”

Vice-President Sprague, in another portion of his article, to which reference
has already been made, says: * The life insurance legislation in the United
States has certainly had the effect of checking improvements there, for there
can be no doubt that with the high rates of interest prevailing there, and almost
certain to prevail for many years to corae, the cost price of insurance must be
ga.rolssx”thm in England, and the rates of premium ought certainly to be re-

uced.

Now, we believe, with the several authorities cited, that the ratex of jum,
ordinarily called high iums, are unnecessarily large, and we believe too,
that where the rates of premium are reduced, the rates of reserve should, other
protections beinF provided, fall with the rates of premium. Any other way
would be reasonless and oppressive, i

That money will certai iabe made to earn them six per cent, the stock com-
panies, as has been stated, have entire and thorough confidence, In assurance
of their belief, and of the fact that a six Iger cent premium and a corresponding
reserve are high enough, they pledge their patrons and the sevetal insurance
departments in their behalf, -

ist. The close, careful supervision of their business, and the prudence in its
management which capital naturally insists upon, together with the moral and
business character and reputation of their officers and managers selected by

em.

2d, Thewhole of their paid-in capital and its accumulations from investments
ordinarily greater than six per cent per ennum. .

3d. Allthe premiums received, and their accumulations, also greater usually
than six per cent, less death claims and expenses, and

ath, Aﬁe profits from Iapses, forfeitures, surrenders and margins,

There seems to be a mistaken notion that if any unforeseen and mysteri-
ous cause the rate of interest should fall, the liahilities of the life companies
would be at once precipitated upon them and they be held to their instant pay-
ment. This idea is so far from correct that not anly would such a fall find their
maturing liabilities sgread over many years in the future, butit would find their
assels safely invested at the former rate, and many of them for a long period of
time; ‘so that even a permanent depreciation of one 'ger cent would affect the
income of the compani¢s much more slightly than would at first zppear, and that
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too, even though the companies did not advance their rates for a profit, as they
undoubtedly would. Tn this view of the case the possible contingency of harm
to their policyholders from the reduction of the reserve required of stock com-
ies is seen to be really so remote as to be absolutely inappreciable. Their
Investments are as secure as human prudence can make them—as s..fe, it is con-
fidently submitted, as they would be were they deg::i]::d for the same period
of time in the best organized and conducted savings . American life com.
panies have been in operation for more than a quarter of 3 century. Dyringall
that time they have never been surprised by their experienced mortality exceed-
ing that upon which their premiums were based, nor been disappointed in not
realizing more than six per cent per annum on their actual investments,

1f the rate of interest should fll largely, and only five per cent could be real.
ized, we have the assurance of one of the best actuarial anthorities, concurred -
in also by others, that with an outstanding business equal'to that of the largest
American company, prémiums with the customary margin over the net rates at
#ix per cent, economy in expenses, and the usual miscellaneous profits, there
would still be sufficient assets and income to preserve, in the operations of the
company, its whole capitel absolutely intact. The expenses of simply liquida-
ting the old business would be very small, covered several-fold by the margin,
Ang independent of this, and not considered by the authorities cited, the rates
for new business would in snch case of course be at once increased, and an
immediate profit restized from that source.

The business is no longer an experimental one, It has in it a3 it claims to
have, fewer and smaller elements of doubt than any other, and unless it is still
one of problems and of hazards, and js really buta venture, there is no possit_)le
pn:griety in exacting other than a six per cent reserve from stock companies
with large capital, doing busin¢ss on six per cent rates of premium, and keep-
g their full capital, in addition to a six per cent reserve, absolutely untouched
by dividends, losses or expenditures. '

In concluding-this whole matter, and as fully covering it, we have the plea-
sure of presenting communications from Messrs, Wright, Homans and Fackler,
whowill‘fe recognized as among the most eminent of American actuaries. The
letters of the two former were received in response to inquiries addressed to
them with reference to le{:htion at that time ﬁ):nding in the senate of Penn.
sylvania. The measare which they approved had been bg amendment incor-

orated into a bill without a dissenting vote, and failed of becoming a law only

cause the bill itself miscarried for reasons foreign to the amendment.

' We believe the plan then proposed an eminently safe one, but are far from
thibking it the only safe one practicable, It hag been suggested latterly that
the desired end could be atiained by establishing a scale of premiums, below
which companies should not be permitted to write, clearly defining and limiting
in them, the mortality, interest and loading, and reﬂ;lusring of the companies
reserves propottiomate to the premiums charged. To this we see no objection,
and we ask nothing for one company which we would not have granted to .
another of like character, We give Mr, Homans’ letter, first, becaunse it embo-
dies the amendment to which Mr. Wright refers without recital or description.

~
L)

No. 137 BrRoaDwWay, an.Yoax. February 18¢h, 1871,

Cragenck H, CLark, EsQ., President National Lg’f.’e fnrrance Company,
Philadelphio,

DEAR Stk :—I have your favors of 15th and 16th instant, covering draft of
proposed amendment to the present statutory laws of different states, which
provide for the ascertainment of the liabilities of life insurance companies,
. technically calied the ““reserves.” By this amendment, if enacted into law,

the reserves for non-participating policies issued by stock companies having a
capital, full paid in cash, of not less than one million dollars, shall be estima.
ted and determined upon bases of not more than six per cent intetest per aunum,



167

and the mortality indicated by the “ American experience ™ or the * actuaries’”
tables, Provision is made that no dividends shall be paid to stockholders,
unless the company is in possession of the full reserve so determined, exclusive
‘of the capital stock ; and also, that in case said capital stock shall become im-
paired to the extent of twenty-five per cent, the company shall cease to transact
new business in the state until the deficiency shall have been made good. |
My opinion is asked by you whether the enactment of such an amendment to
the general laws of the states would afford ample cgrutection to the palicyhold-
ers m stock companies-~would be just to such companies, would be
Jmportant and valuable to the general interests of the public?
R: to the first point, I am unhesitatingly of opinion that the assumptions of
six ll:m- cent interest and cither the * Ameritan experience™ or ‘*actuaries’”
" tables of mortslity as a standard of net values for non.participatin licies in
stock companies, especially when guaranteed by a paid-up capital of one mil.
lion dollars, affords ample protection to pollcﬁo ders, is test of values is
not so much 2 dependence upon these particular assumptions for the future, as
it is evidence that the requisite portion of the net premiums paid by policyholders,
hay actually been laid aside and accumulated at the rate of interesi named, and
s in possession by the company. It seems only reasonable if capitalists are
twilling, as & guarantee of the inbe‘frily of their contract, to risk their money and
reputation, upon which policyholders place reliance when effecting assurances,
that evidence of having strictly observed the conditions of.the contract, & any *
gFiven dafe, should be sufficient. The rates of premium for non-rarﬁcip'ltiug
g)licies must necessarily be less than those charged by mutual companies,
ence, if in such cases a valuation at four per cent interest be insisted, on the
capital will be impaired, for the first few years nt least, which would subject the
com]ga.ny to unjust and injurious imputations. The four per cent standard
epplied to stock compacies is unnecessarily eevere, and if persisted in must
tend either to increase the rates for such insurance or to the abandonment of
business on this plan altogether. .

For these reasons I cordially approve the proposed amendment as affording
smple security to polit.?rholders in stock companies, as being an act of simple
justice to this class of companies, and as tending to promote and foster the
‘interests of those persons who seek to make garovisiun for their families by
effecting insurance at low rates of premivm on the non-participating plan.

Very respectfully yours,
SHEPPARD HOMANS, Consulting Actuary.

Bostow, February 21, 1871,

C, H, CLARK, ESQ., President National Life fnsurance Company:

You ask my opinion of the sufficiency of & six per cent reserve, (¢ be enforced
by Jaw, according to the enclosed plan, as a protection to the policyholder. I
give it my unqualified endorsement for several reasons:

{r.) As itts little less than certain that money will earn more than six per
cent per annum, for some ages to come, with an ample capital staked on the
careful selection of risks, the safety of investments, and the ecanomy of expen-
ditures, a six per cent reserve, on rates that exceed the net at six per cent,
must be ample for the security of the policyholders.

(2.) In view of the tendency which mutyal companies have shown to exact

ge premiums without making, on account of extravagant expenses, a cor-
respondingly large return of surplus, it is important to have safe stock compa-
nies charging lower rates.

(3.) While it is highly proper (for another reason than that so high a
standard is required for safety), to reguire mutual companies charf‘i:f {oaded
four per cent premiums to reserve at four per cent the seme stan ;;Eplied
o stock companies with low premiums, is unnecessarily discouraging. ough
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it by no means precludes profit, i obliges the stockholder to wait many years
for it, and in the meantime the company must almost inevitablyincur the unjust
and damaging imputation of having its capital impaired. It does not occur to
me to suggest any Elan which would better secure at the same time safety tor
the policyholder and justice to the company in this respect, than the enclosed
plan which you have submitted to my criticism.

With great respect, I am very truly yours,
. Euzva WRIGHT.

New YORK, May 2, 1871,

Crarence H. Cravk, Esq., President National Life Insuvance Company,

DEAR S1k:—Yours of the 2gth ultimo at hand, asking m inion regardin;
some proposed insurance legislation. As you wellhkgtg)w.ylotiink it nndesiraf
ble that low-rate non-participating insurance should be virtually s:{gres‘aed, by
laws requiring reserves therefor larger than can be saved out of the small pre-
miums paid. A compeny with a paid-up capital of $500,000, receiving premiums
that are in all cases more than tw::ltg {20} per cent above the net rate by the

. oSiX per cent actuaries’ table, sh not be required to hold a higher reserve
than that table demands, for it is pretty certain that money can be safely loaned
at over six per-cent, during this generation at Ieast, and, if in the future inter-
est should steadily decline, the reserves can Zism be graduslly increased by
assuming rates of interest somewhat lower than six per cent, which will fully
provide for the safety of the insured. : -

The competition of stock companies will, I think, have a wholesome tendency
to check extra t management i the ‘¢ mutuals,’ whose la.reser premiums
may tempt them into unnecessary expenditures, unless restrained by the fear
of unfavorable comparison with their rivals.

Very truly, yours, .
{Signed), D, P, FACKLER, Comsslting Actuary.

It may be asked perhaps, why, if stock compunies are allowed to reserve gt
six cent, routval companies should not have the same privilege? This is
really not a question for our consideration exoeﬁt from this fact, that it may be
argued mferenhalelg that the stock companies should not be permitted to have .
what is not allowed the high premium companies, to wit: & reserve lower than,
four and a half per cent. \&: say then, for argumegt's sake, that the high
premium matual companies should not be permitted to reserve at a six percent
rate, and for several reasons. Those companjes do not ask a lower reserve,
and that too because they do not veed it. Their premiums are abundant to
enable them to make a four or four and a half per cent reserve, The policy-
holders Jaid for this high reserve; and the spirit of the contract wi thgu
policyholders demands Ehnt 2 high reserve should be made. Litde secuntz
other than a high. reserve is offered by them, as they have little or no capi
stock; and if they are not compeiled to fulfil the contract in to the
reserve, itis notimpossible that that portion of the premium which was paid
therefor may be used in extravagant expenditures, The obligations of a
mutual company are greater than those of a stock com an{. The former is
virtuslly unSCr obligations to make dividends to its policyholders, and these
can only be made when the company is re&u.ired to retain from expenditure and
invest for earnings, so much money of the premiums paid to them as ghall
enable the company to respond to its obligations. .

. Equity among policyholders in & mu company i3 best attained, too, by &
reserve, : .
ithout considering the question further we would offer the letters of Hon.
Elizur Wright, bearing date March 2, and Mr. Shéppard Homans, of March 4,
1871, which cover it very fully and satisfactorily, .
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39 STATE STREET,
. Bostor, March 2, 1871,

C H. CLARE, E3Q., President National Life Insurance Company,
DrAR SiR:—For mutual companies charging the usual premiums, obviously
a lower standard of reserve than four per cent would leave open too wide an
opportunity for extravagant expenditure, With moderate expenses and consid-
erably lower premiums, it is quite practicable for them to maintain a four per
cent reserve, 8o thata law requiring it cannot be complained of as a hardship,
If we could divide the policyholders in any mutusl company, iuto two equal
classes, in one of which every member should be made sure that he would not
die till all the members of the otlier ciass were dead, no member of this long-
lived class would retain a policy unless some abatement of premium oxguaran-
tee of dividend should be made in his favor. Now, if all the members are to
remnin, in the company, it is certain, whether a.n{ one knows to which class
he belongs or not, that one-half will die before the other half, Tt is equally
certain that making the reserve at foar per cent will be more for the advan
of the class that die last, than making it at any higher rate of interest. Itis
true this advantage will be somewhat (but, on account of the effect of compound
interest, not to the same exitent) at the expense of the class’ that will die (or
.leave the company) first. But it must be remembered thai the half that die
first elways get a benefit, counting the value of beinginsured while they live as
" well as the indemnity when they die, greater then its price. Hence, as a mat-
ter of equity between two equal and actuslly existing, though undistinguisha-
bleclasses of J)olicyholders, a higher is always preferable-to alower standard of
reserve, Indeed, on the score of egm‘?r between the members of a mutual Life
insurance company no dividend should ever be paid, bit, each policy being
- charged with its Froper share of the necessary expenses and death claims, the
whole residue of the premium should be reserved and accumulated to rednce
the comgany's amount st risk, till the reserve equals the face of the policy, when
it should be paid s an endowment, ‘if not allowéd to remain at interest as a
trust. Hence, whenever the legislature—whatever the premiums may be—
reduces the reserve to be maintained by a mutual company, so that policyhold-
ers may realize dividends saoner, ‘it impairs the m}uity between the members
without, on the whole, at all diminishing the cost of insurance.

Very truly yours, . ELIZUR WRIGHT,
—— .

*
New VoRK, 137 Bnomwn,.z
March a4, 1871,

CLARENCE H, CLARK, EsQ., President National Life Inturance Company,
DEAR SIR ;L am in receipt of your favor of the 28th ultimo, in which you .
desire my. opinion upon certaitl points, which I shall endeavor to give in detail,
As is well known, non-gs:ﬁct?aﬁng tates of premium, in order to be accept-
able, must be lower than those of mutual companies by a difference approxima-
ting, somewhat, the dividends which may be expected from the Iztter—in other
words, these premiums must be based upon a rate of interest nearly as high as
that which may be derived from first class securities. Those persons who insure
ot low rates of premiums do so upon the security afforded by the paid.up capi-
tals pledged to the integrity of the contracts, and the character of the managers
of this s of companies, It seems unreasonable that government should
uire more, in such cases, than evidence of the proper ful ent of contracts, .
and the proper provision for liabilities, at any given date, as determined upon
the same bases of interest and mortality &s those upon which the stockholders
risk their money and character, and the policyholders accepted theii insuran-
ces, viz.: in your case the American experience rates of mortality, and six
cent interest,  This is precisely what you will give to the state if the proposed
amendment iy enacted into law, The test of solvency required by law shonld
be as liberal as is consistent with safety; otherwise the Lisiness will be-unne.’
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cessarily trammeled. While m:atl:n.inq1 can be %redicated with certainty as to
the rate of interest in the future, yet the probabilities are altogether in favor of
a higher rather than a lower rate of interest than six per cent upon' first-class
securities for many years to come. The necessity of capital to develop the
resources of the west and south, and for the introduction and employment of
machinery, stimulated by new inventions, all point in this direction, while it is
well known that managers of large corporations have frequent and favorable
opportunities of investment not pessessed by persons of smaller means. More.
over, the adoption of & liberal standard of valuation by the state does not
compel the managers of stock companies to reserve upom the same basis; on
the oonm.ri, they will be quick to detect any signs of a reduction in the rate of
interest, while ordinary prudence, and a due regard to the pecuniary interests
of the stockholders, will show the necessity of & margin for contingencies. The
true interests of the stockholders will be conserved by the adoption of a more
severe standard®f valuation than that which, under a sound and enlightensd
tﬁii?" should be required by the state, All these facts must be patent to you,

mention them at your request, There is a manifesi propriety, it seems to
me, that the state should exact reserves for liabilities from life insurance com-
panies upon the same bases of interest and mortality as those on which the
premiums are determined. Security is the 1gn.rmnmmt consideration. This
security is afforded in the mutual companies by the adoption of premiums and
teserves based upon rates of interest and mortality more unfavorably than are
likely to be experienced during the probable lifetime of the youngesi policy--
holder, But in a stock company the security is afforded by the large paid-up
capital pledged as a gnarantee for the fulfilment of the contracts as well as upon
the charecter of the managers and stockholders. By the equitable distribution
of surplus in the one‘case, and the adoption of preminms as low as is consistent
with safety in the other, with honest and economical management in both, life
insurance will be an unalloyed benefit to the community,

These; then, are some of the reasons which govern me in the opinion that
stock companies, charging low rates of premium, with a large paid-up capital,
should be permitted to reserve at a higher rate of interest than mutual compa.
nies, charging higher premiums.

It is quite true, with a buginess as large as that of our largest American com-
pany, the capital stock of your company would not be sufficient to provide for
the deficiency caused by a reduction of one per cent in the rate of interest in the
caleulation of your liabilities, But your premiume have a margin over the net
rates at six ufgr cept, which, with economy in expenses, and the miscellaneons
profits, would, in my opinion, be sufficient in all probability, fo preserve the
capital imtact in such @ contingency. 1In fact, with prudence and forethought
in ‘%r:viding areasonable margin for unfavorable contingencies, the chance of
infringing ugm your capilal. is extremely remote, and, in wmy opinion, will be
lessened with each year's experience and growth of business,

Trusting that my replies will cover, satisfactorily, all the points mentioned in
your letter, I remain Very respectfully, yours,

SHEPPARD HoMANS, Comsuliing Actuary.

We deem it appropriate, in conclusion, to recapitulate some of the points we
%lve discussed, and to ask of the committee their careful consideration.

ese are: - .

1st. That the public good is promoted through the pledge of large capital,
‘the proprietors of a compnnypto its policyhgﬂlers,pthatg:heir c§:dugti of ?tg
business shall be honest, wise and economical, and all the contracts of the com-
pany faithiully executed.

zg. The public secking insurance should have the privilege of .obtaining it at -
its actual value, without the necessity, except at their pleasure, of paying pre-
miums confessedly greater than such value, und for pecuniary profit becoming
co-partners in a business which they can with difficulty undertake to direct.
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3d. The premiums of all companies, stock and imutual, consist of three ele-
ments. Of these, two are practically the same. In the other—the reserve—
lies the substantial difference between”low premiums or those of stock com-
pani#®, and high premiums or those of mutual companies.

4th. This reserve is that portion of the annual preminm which, invested at
compound interest, will amount to the face of the policy at its anticipated cer.
tain maturity; and with the amount of the poﬁqg(;en:z it is evident that the
amount of the reserve will depend upon the rate per cent per annum which
money is expected to earn. .

§th. The rate of interest on the reserve required in the several states was
sdopted from that in the rates of premium which had been employed by
American insurance companies, and which wére themselves borrowed from the

-rates of Corapanies in England, where money eams but moderate returns.  As

the early American companies were without capital, and there were in this
country no determined rates of mortality, it seemed to life companies prudent
to employ premiums based on low rates of money, and to state legislatures, but
just to l;lo:guire of the companies the reserve for which their tﬁ':)licyiﬁlclers paid.

- 6th. The premiums of stock companies are low, because they are based upon
interest at six per cent. Twelve dollars and sixty cepts, paid annually, with
interest at the rate of six cent per smoum, will smount to one thousand
dollars in thirty years. If only four per cent is earned, the annual payment, to
amount to that sum in the. seme time, must be seventeen doilars and cigi:ty
ceats, The stock companies receive premiumes based upon six per ceat interest,
and it is therefore ‘unreasonable mg

reserve, This reserve cannot be maintsined without technical impairment of
capital, which it is wrong and injélxrious to the companies to compel. The pre.
raiums paid and the reserve additional to the capital which is set aside, should
be reciprocal. In the very neture of the case with the capital iatact, the
reserve cannol be larger than thal for which payment is made, )

7th. It would be monstrous isjustice to the licybolders of a stock company

to exact of them a four per cent premium, witli:owhmh to meet the requirements
of a four per cent reserve; and on the other hand, capital cannot be persnaded
to give its strength and support to life companies if it must be unnecessarily
employed in amounts so gigentic 23 to be entirely disproportionate to the
business transacted. :

Bth. The business is no longer an experimental one. It has in it fewer and ’

smaller etements of doubt than any other, and there is no possible propriety in
exacting & four or four and a half per cent reserve from stock companies with
]arFe capital, doing business on six per cept rates of premium, kceglinﬁ their
full capital in addition to their reserve, ahsolutely untouched by dividends,
losses or expenditures

gth, The rates of interest which have prevailed throughout the United States,
every year for several generations, and ever since their early settlement, have
averaged on bond and mortgage at least seven per cent per annum, and there
is probably not now a life company in the country making like loans at a less
rate, either directly or by purchase.

roth, The rates of interest realized by the oldest and most thoroughly estab-

“lished and largest life companies in this country, during all their experience,

h:.ve, up to the present time, nveraged not less than seven per cent, some of
them more.

11th. The rates of interest fixed by law in the thirteen original states of the
republic were in no instance less than six per cent, and were sometimes
greater, There has never been a reduction of this rate, but at different times
and in various ways, in several {nstances the rates have been increased.

12th. The calls for money for the advancement of agriculture, manufactures,
railroads, banks and other interests and joint stock companies of recent origin
and development, are increasing rather than subsidfag, and the rates of
interest, it is believed, are tending to increase rather than to diminish. (See
John Stuart Mill, and other writers on Political Economy.)

13th. Ilincis, indima and Michigan are as old now as many of the eastern

unjust to require of them a four per cent °
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states were at the time their rates were fixed at six per cent, and yet the pre.
vailing and every day rale in thers is ten per cent. Beyond the Mississippi,
the legal rates are larger still, and in Minnesots, one of the safest and most
thrifty states in the country, twelve per cent is legalized, and obtains upos®the
best security within its limits. The time during which the country is to grow
and high interest prevail, is indicated by the fact that its middle line, north and
south, crosses the Union Pacific railroad far west of the Missouri river and
west of Minnesota. . i
14th. The influences at work in this country to sustain the present rates of
interest, and really to increase them, are very many, and reference touchin
them, and probable future ratds is confidently made to all business men an
political economists who have given any attention whatever to this subject.
An article in % The Nakor," of April 27th, by Hon. David A. Wells, late .
special commissioner of United States revenue, entitled ‘“The Prospective -

te of Interest throwghout the United States for the next Quarter of a
Century,” is especially worthy of examination. Governor Jewell, of Con-
necticat, in his recent message to the legislature of that state, says:

] desire to call the attention of the general assembly to the fact that, while.
our legal rate of interesg is but six per cent, very little money is, in fact, loaned
at that rate, except from the school fund, Mllions of do annually leave .
this state (dmnecticut), not so much for & higher market as for a market where
a higher rate is legalired, Such a state of things appears to be detrimental to
. our best interests.” .

15th, That the modification asked for is in harmony with the public interests,
and just to companies, both stock and matual, is further attested by manﬁ of
the prominent actuaries of the country, including Hon. Elizur Wright, of Mas-
sachusetts, and Mr. Sheppard Homans and Mr. D. P. Fackler, both of New-
York, whose letters of unqualified approval have already been given. It is,
therefore, respectfully reg:eshed of you, that by your report and recommenda-
tion, you shall secure from the convention whose committee yon ave, s
action ag shall contribute to the legislation desired. .

And here we repeat what we have tlsewhere stated, that we do not ask for
that, and that only which is contemplated in Mr. Homans’ letter of Febrnary
iast. Although we believed, and still do believe, that reasonable objection

* cannot be eto it. We shall be satisfied If the committee shall recommend,
for all companies, reserves exarci:tl_y responsive to their premiums, with such
limitations and provisions in reference to londings as ghall seem to them
necessary for the security of the policyholders, .




FROM E. W. PEET, SECRETARY OF THE NATIONAL LIFE
INSURANCE COMPANY OF THE UNITED STATES.

To the Committee of the National Insurance Comvention, Aaving in charge
the rate of morlality and vale of interest for the caleslation o premivms,
net valuation, &%, ' :

The questions submitted for consideration, and upon which my opimion as
ac is asked, seem to be embraced under the three heads: .

1. The proper table or tables of mortality to be adopted by the various states
for calculating the present value ar reserve of life insurance policies.

2. The proper rate of interest to be assumed in making such calculations.

3} The proper basis for determiting the surrender value of policies.

irri—Itis lEem.'rally conceded that either the American experience table of

mortality, or the combined experience, is sufficiently corzect and perfectly safe.
The actuaries’ table, probably, is more perfectly graduated, but it does not con-
form to the experience among American insured lives so nearly as does the
American table, So far as the statistics of American companies have been
compiled, they seem rather to verify the correctness of the American’ table.
For this reason, and, too, from national pride, in my opinion the American table
" of martality is to be preferred. .

Second—In régard to the proper rate of interest to be assumed in. ascertain-
ing the reserve upon life insurance policies, it seems to me there can be no dif.
ference of opinion among thinking men. The reserve ought in all cases to -
follow the premium. Policybolders should receive the security for which
they have paid. 1If a company receives from its policyholders a Fremium‘ pro-
viding for a reserve based upon four per cent interest, the spirit, if not the let-
ter, o? that contract compels that company to make a four per cent reserve. A
company that receives = “premium providing for a four and, a half per cent
reserve, shiould be compelled by law to fulfil that contract, and to make a four
and a half per centreserve. So, too, a com%:.lg charging a premfum based upon
six per cent interest, should berequired to fulfil that contract only, and make a
six per cent reserve only. To give tothe policyholder less than a four per cent
reserve in the one case, would be giving to him less then that provided by him-
self, and would be practically violating the contract with him. In the last case, *
to compel a ¢ompany to give to the policyholder who had pajd “idpremium based
upon six per cent, & tireater than a dix per cent reserve, would be compelling
the company to give that for which it had never received sufficient compensa-
tion—to do more than that which was promised and more than was contem-
plated by the policyholder, and more than was necessary to enable that com-
pany to fulfil all of its contracts. It is a question worthy of consideration
whether or not the policyholders in any company who have paid a premium
based upon four per cent interest, cannot compel in a court of equity such com-
pany to make & four per cent reserve. It ig certain that no court of law could
or would compel a company charging a premium based upon six per cent to
make higher than a six per cent reserve,

The answer to the question why a high premium company should not be
permitted to reserve upon as low a rate of interest as that of low premium
companies is, that justice to palicyholders forbids. The policyholders ina
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mutnal com a hi remium~e premivm based w four per cent
interest, beg::gepgch og{l%;m!:y hes no upgta!, and offers no]?:mtefe for the
ultimate folfilment of all its contracts, except the high reserve. The policy.
holders consent to pay this high 'Fremium for the purpose of emabling the
company to makea hig{ reservé o d aguinst the bare iossibi]ity that
interest, in generations, may fall as low as four per cent, ¢ g pay & high
premiom, end expect that those wlo are thelr servants or ageots, the managers:
of this company, will make this reserve and ‘provide this security, there being
no other security furnished them, and their premiums having been paid for this

ose, The laws of the states should compel the managers of such compa-
nies to do this and permit them to do nothing less, :

Those policyholders paying a low premium-=a premiom based upon six per
cent interest pay only for a six per cent reserve. The security afforded by

remium accumulations, or the reserve should be based upon the same rate of
interest, They rely upon the capitalists to secure this rate of interest and have
the capital a5 a pledge thai this. interest will be secured for them. In the one
class of companies—the Mutuals—the mnam receive and invest the money
for the policyholders. If they invest it at per cent interest, the policy.
boldegs’ contracts will be fu . If they investit at a higher rate than fou:fer
cent, the surglus interest over and above four per cent onght to be returned to
the policyholders in dividends. There is no risk assumed by the mauagers;
there is no risk consented to by the policyholders except so far as realizing four
per cent interest is a risk.

The consideration to the policyholders for paying a high premium-=which
enables the company to make a biﬁ: reserve,—is that the security of this high
reserve shall be furnished, and t the surplus interest only should be re-
tuned. The consideration in the other case is, that the eo:ggmy should make
asix per cent reserve, and the capital is the security that such a company will
realize that rate of interest, There is no high reserve paid for, there should
be none given. Insurance companies may be considered as borrowers of mone,
from their policyholders in the aggregate. Those charging premiums baseg
upon four per cent interest, in effect contract to return t%mhge insured—in the-
aggregate,—the money they have borrowed, less expenses, and four per cent.
compound interest, ose charging premiums based upon six per cent inter-
est, contract to return to the insured in the aggregate, the money they have
borrowed and siZ per cent compound interést. Both classes of companies, to
be sure, agree to pay the same in amount, but the one charging the lower pre-.
mitm pays the largér amonnt in proportion to the money borrowed.

To compel all companies to make a reserve at four Pu cent is forbidding any
life insurance company to agree to Fa ta its policyholders more than four per
cent interest, “The laws of most o lle states compel individuals to pay seven

r cent integest upon money, Why should persons who loan their money to
B?e insurance companies be prohibited from receiving, by contract, more
four per cent interest ?

The reserve is similar in its nature to a deposit in a savingsbank. A mautual
life insurance company, charging four per cent premiums, is very similar to a
voluntary assecciabion of individuals agreeing to dgposit $178,30 per annum, the
conditions of such deposits being that the managers of the bank shall credit to-
each member four per cent interest on the deposit at the end of each year, and
divide to cach person all interest pealized by the bank over and above four per
cent, and at the end of thirty years cm to each member $10,000. ’

A stock life insurance company, ginmemlums based upon six per.cent
per annum, is ve? similar to a savings bank that receives from each of its
depositors $126.48 per annum, carrying to the credit of each depositor, at the
end of each year, six per cent interest, and dividing among the owners of the
bank all interest reaﬁ ed over and above six per cent, and paying to each
depositar at the end of thirty years $10,000. To permit the managers of the
first bank to hold, at the end of each year, as the annual deposit of each
member, $126.48, would be precisely of the same pature as permitting a-mutunal
life insurance company charging a four per ccnt premium to reserve upoon a.
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basis of six per cent. To compel the stockholders of the second bank to keep
in hand $178.30 per ennum, instead of $126.48, would be of the same nature
as compelling a stock company charging a six per cent premiu to make a four
PET Cent Teserve,
Now, as to the question whether a life insurance oompsn'%hs]l‘:ould be jtted
to charge a premium based upon six per cent interest. i depehdg entirely
upon whether it is safer to assume that six per cent interest can be realized upon
secure investments in this country for the next twenty-five or thirty years.
‘Whether or not this is a safe assumption, is naot, in my opinion, a question
exclusively or even mainly for the actuaries to determine. Their opinions, upon
this subject, are not so valuable as those of the financial officers of the cum.-
panies, or of the business men of the country. I would refer the gentlemen of
the convention to theleading financiers of their own states for an opinion upon
this subject. An argument proving that six per cent interest is certain to be
realized in the future, sad 'giving the opinions of several leading financiers and
actuaries upon the subject, and their reasons for their belief, has already been
read to you. It is not necessary for me to argue this subject here. It can
safely be left to the judgment of the business men of the community, I think
it can safely be said that no gentleman here predni anticipates any difficulty in
investing at as high a4 rate as six per cent dll the funds he may be able to
acenmulate.
It is not necessary to determine the prospactive rate of interest for more than
twenty or thirty years to enable us to determine this question, If it is safe to
sssume that for the next twenty or thirty years six per cent interest will be
realized, it is safe to permit life insurance companies to charge premiums based
upon six per cent interest, these premiums having the usual margin for expenses
and contingencies. The experience of most companies shows Lhat about one-
half of the policies lapse within ten gem from the date of their issue; and
obably not more than one.quarter of the policies issued in any year will be
in force at the end of twenty years. If we can determine, in advance, the rate
of interest which will be realized for twenlgglears, and give to the policyholder
- in the premium charged, in advance, the Denefit of an assumption which will

be in accordance with the realized facts, it will be safe for the majority of the
pelicyholders, and it will certainly be more advantageous to them, than to com-
pel ti’:em to pay the high premium which is exacted to provide against the
possible contil:igenaﬁy of interest falling so low as four per cent. And even if
mnterest should fall, in the distant future, below six per cent, the premiums
charged will undoubtedly enable the company to fulfil the contract with those
few pomoldera who continue, as the expenses upon these old policies being
v;y small, the excess of mergin over expenses will make up any possible
deficiency.

The ‘I:gading is to provide not only for expenses, but for all contingencies,
including the possibilitg of interest falling below that assumed,

Companies are not dependent upon interest only. There are other sources
of profit—all of which are pledged for the fulfilment of the contracts, and all of
which can and will be used, if necessary. The profits from vitality alone would
make up a considerable deficiency in’ interest should one arise. There are
profits, too, from loading, the marging upon the premiums being twenty per
cent over the net. The experience of all companies has proven that & net
valuation gives a greater security than was found necessary; that is, that the
margins for expenses exceeded the actual expenses. I would not claim that
the present value of the excess of margin over probable expenditures, in the
future premiums receivable, should be credited as an asset, but jt is evidentthat
the profits from margins or loadings, as they are realized, can be used if neces-
sary, to make up any deficiency arising from other sources. .

"3: a stack company, in addition Lo the profits from vitality and from margins,
the whale of the capital and the interest upon it, are pledged for the security of
the policyholders—for the fulfilment of the contract. .

It may be claimed that the mortality in some one or more s, in the

future, may exceed the table rate, and that a high reserve should have heen
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made so that the surplus interest ower and above four per cent upon the total
reserve, can be used to provide for the excessive mortality of those years, and
that if only a six per cent reserve had been made and the company realizes only
six ﬁ cent, there will be no provision for this excessive mortality.
stock companies reply to that, that the profits from vitality during the
early years of the company will not be divided, but will be held as undivided
surplus, and will be in the hands of the comipany as an extra reserve fund, to
' use if necessary, in any year when the monaht{_;n excessive. On the average,
the mortelity will not exceed the table rate. e deficiency of one year will
certainly be ‘made up by the surplns of some other year. = There is, besides
this, the capital and the interest upon the capital to carry the company over any
particularly unfortunate period.

The rs of the mutual companies argue that thesix per cent rate, with
the usnal margin, that is—the rate charged by stock companies, is sufficiently
high, for they nearly all claim that their system furnishes insurance at a less
cost than do the low premium companies. If thatis so, the rates charged by
stock companies must be sufficient, The mutnal companies also endorse the
sufficiency of the six per eenésor stock rate, in that nearly all of them issue
more or less policies upon th8Se rates. .

The question resolves itgelf into this: Whether low premium or ‘non-par
ticipating companies should be permitted to exist; whether the life insurance
business should be left to one class of companies alone; whether life insurance
shall be sold as other articles of commerce, or whether all busineds of this kind
shall be done by voluntary associates, by associates having no capital, bat com-
pelling the members to contribute the capital, year by year, through the high
premiums that they pay.

Capitalists will not invest in this 6r any other business unless there is some
lﬁ:re of profit. The profits will be so long deferred if a four or'a four and a

f per cent reserve-is required of the low premium companies, that capital.
ists, accustomed as they are to receive quick returns, will not invest their 5
in this business. Therefore, establishing a reserve u] a hi%_her rate of inter.
est then that oporn which the premiums are b will etfectually prevent
stock companies with capital from being established. '

The history of the lifg insurance business in Europe, as well as in America,
shows that integrity of character and financial ability are needed in this busi-

. ness. How can these qualities be secured more effectively than by permitting
capital to engage in it ?  Itis for the interest of the people thet Yow premium
stock companies, rendered secure by capital paid in, should be permitted to
exist and should be encouraged. Such companies will have a tendency to

restrain fnd to render more careful and efficient the ma of those com-
panies that receive from the holders of their policies the high premiums. Ex-
travagance in management, carelesspess in the selection of risks, and Srancial

incompetency, will he materially lessened if the mutual companies are subjected
to the rivalry of companies doing business upon the low premium, stock Ehn_
and consequently a more valuabie insurance will be furnished, and at cheaper
rates, even by these mutual companies, than would otherwise be the case. e
practice of accumulating and reporting to de; ents unrealized, intangible
and pseless assets, is engendered by the mutuel system. The stock companies
receive nothing but cash, report nothing but wﬁ.t is valuable and available
among their assets—and, too, they report as their liabilities, the same as do the
companies of the other system, although those companies in reality have liabili-
ties for dividends which the stock companies do not have.

If life insurance could be sold for a uniform price by all companies, and o
uniform compensation allowed for the procurement of business, then in this, as
in any other business, energy, business capacity and capital would secure the

ater results and produce the greater profits. (nfortunately it is too often

case that those qualities, divectly apposite to those which we esteem jn any
other business, meet with the greatest temporary success in this.

The following extract from the ‘- Fournal of the Imstitute of Actuaries,”
considered the most approved authority in the world upon questions refating to
life insurance, endorse & rate of premium and reserve based upon actual facts:
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‘“We are ourselves very much di;posed to think that the Ameticens would do
well to diminish the importance of this perplexing bonus queetion, by more
nearly approximating in their tables of rates end modes of valuation, to obvi-
ous fects.  Bonuses, we are convinced, have worked a moral mischief by with-
drawing the attention of the sssured from the safety of his office, on which it
should be chiefly fixed, and concentrating it on the accident of E::in.

“Itis a «H:estion worthy of some thought how mach the larger marginal
addition to the premjum known to be sufficent, has tended to degrade the con-
duct of insurance business. 'With londed preminms, an unserupulous actuary
may pley as a gambler plays with loaded dice. Much of the extravegance, the
easy admission of lives, the imll:rudeni investments, to which companies have
owed their decay or fall, we believe to have been due tothe knowledge that the
premium demanded was far thore than that required for the risk,. Weare
inclined to think that nething would purify and benefit the cause of assurance so-
much as a well considered reduction of the premiums, By circumseribing the
area of chance, the arts of prudence and caution wonld succeed the contrivances
of reckless ambition.”

Premiums of American companies and rules for valuation, are based upon
observations of American lives,—why should they not be based upon the Amer-
ican rate of interest ?

The third question for consideration, is that of the proper basis for surrender
values. The difficulties and mysteries in this, as in many other practical ques-
tions arising in this business, vanish before the common sense plans and
definite contracts of stock companies. The policyholder has made a definite
coutract to pay a certain sum of money per annum—and the company has made
a definjte confract to pay a fixed amount at death, or at the maturity of the
policy—and to pay that only. (There i3 no obligation exgressed or implied to
make any dividend to, or add anything to the policy.) If the policyholder is
unwilling or unable to fulfil the contract, and wishes to be rel from his
engagement, it is a vule of business that he shonld pay the other contractin
party the valge of that contract :—that is, that the parg who proposes to fi
the agreement, shall not suffer any loss. The value of the contract to pay, or of
the policy, is easily determined. From this, which is that given up by the
golicyholder—suhtrm the present value of the future gross préemiums receiva

le-—or, that which is given up by the wm%a.ny.' In ascertaining the ent
value of the future gross premiums receivable, there should be assumed as the
future rate of interest that which has heen rezlized by the company, in the past
as the future mortality, the average rate of mortality elready realired, and that
the same percen of the goss preminms will be consumed in expenses, as
the Tﬁen ratio of expenses by the company. I
¢ proper cash surrender value, therefore, in a stock company, is the differ.
ence between the net present value of the policy, and the present value of the
gross future premiums receivable, assuming for future interest, mortality and
expenses, the same which has been experienced in the past. I will not atiempt
to express any opinion npox the proper rule for the surrender value in a mutual
or high premium compa.nfy.

Tt 1s but just to myself to state that this argument, made without previons
notice, and with no time for thought or study, is not intended to he scientific
or %':lessionn] in its character. I have endeavored to present toyou an :%d
on behalf of the stock companies for & low reserve. On account of my al

sition, my remarks may be considered as partisan in their character—but I

lieve that the positions are well taken, and thatwhat we askis just, equitable,
right, and in accordance with public policy.



REMARKS BY D, P, FACKLER, ESQ., BEFORE THE COMMITTEE
ON VALUATIONS.

I came here without “If line of remark marked out, but since hearing le?

redecessor, I may as well begin by speaking of the mortality table to be used.

il remarked by him it is & matter of only secondary importance, although one
not to be disregarded.

The differences between rates and valuations on the American ence
table, and the same on the actusries’ are quite trifling—about as much as the
variations that wounld be due to a difference of one-quarter of one per cent in
the rate of interest.

I thiok that the American experience table is a better index of the mortali
:; Alt.:'lﬁm companics than the actuaries’, and should be very glad to see it

(r) .

I'P should, however, I think, be better graduated so as to correspond to its
author's eriginal ideas. If it were made on a basis of ten millious of lives in-
stead of one hundred thousand, the r-Ern.:hmion would be perfect. As it is now
it is quite irregular. There are such differences in the succezsive reanlts ob.
tained from it thet one is oftcn led to think that he has made some considerable
error. 1 have thus ofien gone all over my work thinking I mast have made
some fundamental misteke, finding, however, that everything was correct.
The actuaries’ table is s0 well g-rﬁunted that you can always judge of the
correctness of calculations by the 'tLin the successive differences,

A table for stats purposes ought to 1:tett'et:1'.l‘}7 aduated so that the
numerous tebles based on it wonld be susceptible o cE;ck by the method of
differences. (See the annexed Table.) _

As to the rate of interest to be assumed, I giveall deference to the opinion of
men of experience with regard to the use of money, but I am strongly of the
impression that stock companies might be valued properly on & six per cent
basis, keeping in view, however, that this should not be & permanent basis—
that it is only adopted for the present, and that in case of rates of interest fall-
ing, the rate of valuation mast also be lowered. I think that this plan could
be safely carried out; interest would not fall suddenly, but very ually, and
from the gains that the companies would make from the lapse of policies, the
margins of premiums, and the low mortality, they could easily reserve enough
to meet o higher reserve based on a lower rate of interest. A six per cent
valuation at the start might be raised in five or ten years to e five and three.
quarters per ¢ent valuation, and so on in time to a five, and even a four per
cent valuation. In the meantime the companies would be changing their rates
for new business, so that the reserve would only have to be increased on the
old, which would he constantly diminishing.

I agree entirely with my predecessor that net valuation is not a test of sol-
vency. [tis merely a proof that the money of the policyholder has not been
misspent, that only the margin has been used for expenses, that the net
s:cmium has been applied to the creation of & reserve fund and the payment of

ath losses, and that only.

In cese a company is found not to possess that net reserve, I would not then
be in favor of having it wound up; it may still be perfectly solvent, and valu.
ations might be made somewhat on the (rlan suggested by my predecessor, with
the proviso that no policy must be considered as an asset. Iq' in the case of any
policy the present value of the insurance is more than offset by the present
value of the premiums, the value of that policy must be mnsidereg as nothing,
and no credit must be taken by the company for the balance in its favor. 1n
that way a company will not lese anything when policies are dropped.

If, however, in valning policies you were to count in a3 asscts these policies
on which the value of the future premiums axceeded the value of the insurance,
then by the dropping of those policies the compasy wounld lose what it had
counted as an asset.
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GRADPUATION OF THE AMERICAN EXPERIENCE TABLE.

(Sz= Mn Facxunn's RoManxs)
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BY J. F. ENTZ, ACTUARY OF THE NEW YORK LIFE INSUR-
ANCE AND TRUST COMPANY.

WHAT I8 THE PROPER RESERVE IN A MUTUAL COMPANY ?

A contract of insurance between a company and a policyholder enti-
tled to a participation in the profits, embraces two conditions.

One 18 to pay his heirs in casc of his death, a certain sum, and. if it is
an endowment insurance policy, to himaelf if he survives a stipulated

term.

The other is to return him an equitable share of the surplus ascer-
tained from year to year, and to apply iteither to an increase of the sum
insured, to & reduction of future premiums, or to a payment in cash.

For this Jatter benefit, the premiums are enhanced by 2 more or less
extensive loading, with the understanding that, after having paid all
expenses and loases, the excess will be returned in & dividend.

1t is, therefore, perfectly evident, that the reserve must be sufficient to
satsfy both conditions. A company winding up, and wishing to have
all the outstanding policies assumed by another company,. must, conge-
quently, have a sufficient fund for the continuation of this double
contract.

A vsaluation by the net premiums, will only show what sum is required
to pay the sum insured when added to the premiums stipulated at the
beginning of the contract, but is no longer sufficient at the time & transfer
of the obligations is to be made to another company, who would not
accept it unless it received an equivalent for the assumed contract, which,
as before remarked, ie the p:‘yment of the sum insured, angd also the
original promise of a dividend.

1% a life insurance company isunable to furnish the required sum
demanded by another company in assuming these two conditions, it is
virtually bankrupt. It becomes, therefore, an imperative duty to pre-
serve at all times, such a fund, even when it does not contemplate to
give up business, for it owes it to all the policyholders who are constantly
changing, some going out, and many new onca constantly coming in, to
keep the accounts in perfect equilibrium and to be at all times in a con-
dition to wind up, and to satisfy all liabilities,

The only proper way for & company wishing to do perfect justice to
sll its policyholders, and to keep a proper reserve, is to make the valua-
tion of its policies, by the gross premiums, that is, to deduct from the
gross single premium at the advanced age, the value of the future pre-
miums atigu ated in the policy, thus separating the earned part from
the sum which must remain on deposil, tor the object above mentioned.
By this operation, the supposed cost of the insurance for the past period
is found, and also the loading which ought to accompany it, while the
reserve contains the net value increased by that part of the {oading which
belongs to it, and is precisely what is necessary to keep up the contract
with the pplic{vhold::rs.

Strict régularity would require that such & valuation should be made
by the same table of mortality and the same rate of intcrest by which
tge rates have been originally computed, but as & variety of tables of
mortality and different rates of interest form the basis of many compa-
nies, while perhaps many cothers have only copied those of otEer
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companies, and thue a variety of valuation tables would become
necessary, it would not be entir:l‘\; wrong to adopt a common standard,
like the American experience table, at ¢} per cent, alt.housh, in my
humble opinion, it iz subject to some severe criticism ond to some
improvement.

o far, my remarks apply to what should be done by the companies
themselves., A very important question, and now under consideration
of the convention, is the best mode for ascertaining whether the compa-
nies have a sufficient reserve fund.

My object is to réspectfully offer my remarks on this most interesting
subject only, and to call the attention of the members of the convention
to the fact, that to test the reserves of a/f the companies by a valuation
made by the insuronce department on the me/ premium, is entirely
fallacious. .

It may anewer for contracts without participation, because it provides
only'for the payment of the sum insured and no more.

tock companiee undertake no other obligation, and if the official
waluation agrees nearly with the reported reserve it is all right, and it
cerves a8 a fafr criterion.

But for companies issuing policies on the mutusl plan, the net reserve
thus ascertained is far from being adequate.

The policyholder is charged from 25 to 50 per cent more, with the
agreement, that after Fa ing all expenses, losses, etc., he should derive
some benefit from all the profits arising from a favorable mortality,
from good investments, and from all other sources, and that the surplus
would be equitably divided. -

But if the whole loading {s merged into past profits, and o proper
share of it doea not follow the reserve, to make it sufficient for.the pay-
ment of not only the claims, but aiso the promised dividend, the
eomgany will never be in a position to fulfill its promises.

Admitting that the valuationl:ly net premiums, the only one which
can be ndopted by an insursnce department as a common measure for
all, is proper in case of insurance without participation, the regerve thus
found for policies on the mutual plan, should be increased by a percent-
nge corresponding with the loading ch d by each company, or ot
least ag near as possible. Then only will the department be able to
detect a discrepancy bttween the reserve ae reported and the one that it
ought to have, and, if there is & considerable difference, it will be high
time %o undertzke & closer investigation.

I remain, most reapectfully, etc.,
New Yorx, May 30, 1871. J. F. Exrz,
Actuery Noew Ford Lifs fosorance and Trvst Compasy.

REMARKS BY MR. E. W. BRYANT.

Edm %Vomnﬁttee on 'ﬂmﬁfwt; wﬁs adg.re;ug on I;,evenl occasions by Mr.
win W. Bryant, Actoary e New York State Insurance Department, on
the subjects of the functions to be exercised in state supervision of
insurance companies; the bamis valuations of fire, marine, and accident
m:lides; the Table of Mortality most suitable for adoption in state valuations of
ife insurance policies ; the correct processea for valuing such policies when
issued u premiums at different rates of interest ; cash surrender values, &3
&c.  Alormal statement of the views presented by Mr. B{ﬁmt will be publish

as soon a¢ the computations can be made for the tables fllustrating the several
processes of valuation of life policies. E‘H. 8 0
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1. CAPITAL.

1. Whole amount of Joint Stock or Guarantee Capital authorized..csvereiesirrerariiiiiisaian tareeronen

2. Whole amount of Capital actually paid up in cagh..coeiieiorninnnnisaiisnsecsancassnanienss.

3. Amount of unpaid, but subscribed Capital for which subscribers’ notes or other obligatione are held.... .....

II. ASSETS.

1. Amount of Loans asecured by Deeds of ‘Trust or Mortgages upon Real Estate, according
to the laws of the State where the Company is organized, per schedule A herewith......

3. Amount of Loans secured by pledge of Bonds, Stocks, or other muarketable securities, a8
collateral, per echedule B herewith covsvrrecvonssroisorranssrosascccitiiniciarracsceses
Total Cash Loans,

3 Premium Loans and Notes, in any form, taken in payment of premiums, on policies now

D fOTCR. srveanauravesantunrs trsasseaasasvesnteonrese -2ensnssasnansss

4. Cash Value of Real Eetate owned by the Company, sfter deducting full amounts of all liens
and incumbrances thereon, as per schedule C herewith .icvesviitanaitoninicnrocinennens

§. Cash Market Value of Bonds and Stocks owned by the Company, per schedule D herewith....
6, Cach in office of Company.cesestostirecsccarsssnrseissrsanriasarasisatesustesssnosanansass
4. Cash deposited in Banks and Trust Companies eseteeretreateestrasearitatatirerananonrrn

8. Postage and Revenne Stamps.cecerrcrisrarsisantsssssrstcantrrssretsrsrrarsrnsrsnnssssanse

' Total Available Assets,

Seassd b en BLEPE e bOERd abvundat

eveswtosrnsant sflussauritannnns

trasstocnensnnsllssesacntsrnnis

samsnesnsesrian||levdtvritranarns

dfsebe saenvessnn fesnsstr souninne



g. Interest accrued on Cash Loans and Bonds owned by the Company............... rerereres
te. Interest accrued on Premium Loans and Notes.-vreevacerennn. Tt eeseerresnrerisees veenes

11. Rents accrued for use of Company’s property or under sub-lease, .. ccvovrrecersvannrsrasnns s
Total Accrued Interesi amd Rests,

13. Gross amount of premiume in process of collection and transmission, on policies
reported to the Insurance Department as being In force Dec. 31, 1871..000 ooveiBenancnns
13- Gross amount of Deferred Premiumsscesscssssans vasisasetscscsirnnanss up-.-..usun.. sesa
L]

_ Total of Ttems 12 and 13,

Amount deducted by the Company to reduce the amounts stated in Nos. 13 and
13, tothe netvalues charged against the policies on account of those premiume.$eoeecnns
' i Net Amount,
14. Amounts due from other companies on account of reinaured Fisks..-c vv-cvrvrserrrecosneres
ToTAL AVAILABLE ASSKTS, as above,

it Coalrmcm L1} dc [13
TorAL ADMITTED ASSETS,
) Total Contingent Assets,
ITEMS CLAIMED BY THE COMPANY, NOT ADMITTED AS ASSETS:

1. Amount invested in commuting commissions; or renewal commissions purchased...... reenas

2. Amount advanced to officers or agents to be repaid out of future salaries or commissions......
3. Present value of Leascs owned by the Company.ssesserisiessrerasiiraressasacinssnaanoans .
4 Cash in hands of officers or agents due the Company....... ' Y

LERE RTEY TN TR

BdbEdE beddwe

“ved seddaanan

WEsvssasiaarns

FEAN A e anenr,

Avdvedpaandes aaffe

------ ELEER YY)

et bt spunna s

Tavansresannns

Periac srasanae

T T




§- Judgments for Debts rendered in favor of the Company....coiuaaircanaaans
6. Value of Agency supplies, printed matter, and stationery on hand. oo oarrceriviiieniinnees
4. Present Market Value of Furx_liture, Safes, and fixtures belonging to the Company..scee---« .
8. Other iteme, [In detail]i-cvsvvssitererasstianisisssanrvnnresonns cttssenstcssstasescrns
Toral UNADMITTED ITEMS, [reeecsccaraasasiloronaranianaas

III. LIABILITIES.
1. Claima for Death Losses and Matured Endowments, due and unpaid..cccoiivaiiiainraninaess

2. Claims for Death Losses and Matured Endowments, in process of adjustment, or adjusted and

" TIOE QUC e s canrsuosntrarnvranrsrossdsbbaon srasrrosssss ssssesranstosrattacsastssasaonnts

3. Claims for Death Losses and other policy claims resisted by the Company..scc.oearveneionses
4 Amounts due and unpaid on Annuity claime.iseercoiriininserrrirreieiiianiiiiitas i
Total Policy Claims, cvevrvereenise [Liiviioiiansnns

5 Trust Fund on deposit, or net present value of all the outstanding policies on the 315t day of
December, 187  , computed according to Tde. cerrveeearraes suene so Table of Mortality,
Witk cvasvenssianesencper cent inlevest sissvacianann teesstserieanearantatpesnitaiatoats

Deduct net valye of risks of this Company re-insured in other solvent companies.....
Net Re-insurance Reserve, [, .covviiiaeinsi|ivevansecarsen

* 6. Additional Trust Fund on deposit, or net present.vnlue of extra and apecial risks,—including
those on Impaired Hives v essasriasieasirsrs titsssannentoierestsstasioateeasssnrassaraes




2. Amount of all unpaid dividends of surplus, percentages, bonuses or other description of profits
to policyholders, none of which has been used to purchase additions to policiee, or in re-
duction of premiums, and amount of interest ($...0cue00000vas} accrued thereon.......

8. Amount of any other liability to policyholders or annuitants, not included above, viz:........

P T I R L R R R P T N N N Ny T N TR

Total Dividend, or Special Liabdility to Policyholdars,

R N L RN Y P

9. Amount of unpaid dividends to Stockholders,«easeecressoo.

ares e

10. Amount.of National, State, or other taxes due..eveavicreaeranass

rewe L R I

11. Amount due on account of Salaries, Rents, and Office Expenses..ases..... PR, heerteanas
13. Amount due by the Company for borrowed money, including ($......) due or accrued interest.
13- Amount of any other I.ilbi“t’ of the Compaﬂy, ViZleesean o-- et atsse st et btadennannrsnbtn

........... N N I N N P R T N Y

Total Liabilities except om Policy Acconnt,

PRESENT LIABILITIES AS TO POLICYHOLDERS,

IV. INCOME.
1. Cash received for premiums on new policies during the year ending December jist, 187 ,
without deductions for commissions, or other expenee..... resesecarannans teeresarans ‘er
2. Cnsh received for renewal premiums during the year, without deductions for expense....... .

“ o “ purchase of AnnuitieBs.cetiniitaiiiiiriirisieiiaiiiisnisiansicies seeriee

3

sern s aerN N Irany

R Ry

¢ ssasvEmeenn

Ped4 sassienans

Fasserenaanrsy




4. Cash received for all other premiums coverecrrrroricertitisstissrnenrs sirosssssnsnnsanssnsns

5. Cash premiums from other Companies for re-insuring their risks.cicoveeriviiiciicierinniness

Total Cash Premism Income, | -.

6. Cash received for Interest upon Cash LoANS ..ccvveeerrciersssnsscceniensnisns P

7. ¢ “ ELE #  Bonds owned and Dividends on Stocks...savves cossernnine
8. ¢ “ “ i #  Premium Notes or LLOBME - v atarseneomtrenanssasastomnansoses
& i “ 1] 13

'8 otherdebtsduetheCom'pany....................

10. Rents received for use of Company’s property, or under sub-1easc.creeeireresrsriierensonans

11. Discount on Claims paid in advance csesrevssecrirrveriosnsnarocanss

abbvdsraednansaonbssnae

Total Interest, Dividend, and Rest Income,

13. Cash frum other companies on account of losses or claims on policies of this Company
re-insured soecsevcarrianaarescasaancnane “er

N N R XL T )

13. Cash Income fromM Other BOUTCEB, ViZicereseuuarrorsssoasssrssssnnsrasiosissrnsnts essesanas
Miscellaneons Cash Income..sv.co.-.s

* savsasssas

14- Grose amount of notes or other obligations taken on account of new premiums +-vcvvvevnvane

15. Gross amount of notes or other obligations taken on account of renewal premiums...roos..

Toial Note Income,

TotawL Incomns, |. ...

trvesevrNdrarer

I

EEEE TR RTRY FT
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V. EXPENDITURES. ,

t. Cash actually paid during the year for the Company’s own Losses and Policy Clalme, and
Additions theretd craceare ssresaivsocssssursar.rone snvrasrssvsssnsbassssrsorvssans o

2. Cash paid to other Companies for Losses or Claims on their Policies re-insured by this

e COMIPANY. «tes tseresaiarissiternrsersorasssaneonstonessstseatesssonnssrecsnnsasssscansns

3. Cash paid to ARNUItARES. s vvvsresrarsrrirsrrsrssaatrtasaasrernrasaasrrrassrerrrrncsrncnns

4 Cash paid on account of Poticies lapsed, surrendered or purchased....... erabseasresans ares

5. Cash paid for Dividends to Policyholders....... vresacesereraanenee e
Total Cask paid to Palrorﬁola’eﬂ.

6. Cash paid for Dividends to Stockholders..-...... . ;...... ttasendatuirebesaniten aanes - nia

w. Cagh paid for Premiums {less rebate or commlss:ons) to other Compames for Policies

FE-inSUrEd c v eereiaiinsirioiiiatersrestiinitsritsitieties saretanoranisnirace adonan s

8. Cash paid for Commissions to Agents on first Premiuma..e.ooeivraeianeicensaa. Ceennans e

g u u o #° ¢ Renewnl Premiums.cccssrvaessiirranssiisnnnsonses

w, U #  Salaries and Traveling Expenses of Managers of Agenc:ea, and General, Special
or Local Agents.cersvassuaruauiisireriiirosssarreersansretrracsraiarsirsacotonitsiene

t1. Cash paid for Salaries and other compensation of Officers and Employes, except Agents and
Medical Exammers................... ..... Caeiaraseresnstannn Prsremavanmnaen darasases

2. % Medical Exammera’ Fees and Saianes. tasessanrsasaesaananranan P
Total Pay Account,

HEEREEREEE N P

.--l-n-..n‘l.lll

BsEvavssan woua



13. Cash paid for U. S. Tazes and Revenue Stamps, $.¢44++44+} State and Local Taxes in State
where organized, $..... «ese} Taxes, Licenses and Fees in other States, $ovveereencnsne.

[Portion of above pald in State ofveevevcecrcrcey Fevvrannnss]

14. Cash paid for Rents.ecvroairionerirerrrsrsraressrorccresncocanssssntsssasstncennsns ferevean

Tolal Incidental Expense Account,

15. Cash paid for commuting cOMMILBIONA. ceer vrerrtrraresccttitrrvetttiassrersvistesasnssrese
16. Cash advanced to Agents or Officers, to be repaid out of future Salaries or Commissions......

17. Cash paid for Furniture, Safes and Fixturee for home or agency offices ... aereraerinrrnares
18. % ¢ on any account not itemized above, viz.t [give items.] . .eocieniiiiiiiiiiien

IR R L N L R T R e N R R Y]

Total, | ...

ToraL Casr EXPENDITURES,
PREMIUM LOAN DISBURSEMENTS:
19. Amount of Notes and other Premium Obligations:

.

Used in payment of Losses and Claims. cesesovciaarsncenrcisrcscaresessressesaraa
in purchase of Surrendered Policiesiceceseravstrerorsocrasssscernsssicaos s

“  in payment of Dividends to Policyholders -ceccuiivicriranrviarcirasrrcinnnnes
Voided by Lapse 0f POlities. seeeresesrs sarasssrssconesestrssessrsneasssnsessierans
Tolal Presinm Note Enpenditare,

Toral EXPENDITURES,

aewes wrsaverss

LEEER L R NN YT

amsenw srvewe
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PREMIUM NOTE ACCOUNT.

Premium Note and Credit Assets at beginning of the year..o.vcviiiiriniariiniiiiiscimaitasisns [eeeanns Cavnnens
Increase in PremiumﬁoteandCreditAssetaduring FEATeearrrceiosanan denesianaaanans e | PPN
Total, |eeeevanee covadlonre coae vune.

Amount of Notes and other Premium obligationsssssessreeirrseiioorisaaricnesseess

) Used in payment of Losses and Claime covcovtvavens vreiemmmaerrantinrvesinsesiss

% in purchase of Surrendered Policies.uosc. coviiiviiniiiiiiiiiiiiieriinanns

¢ in payment of Dividends to Policyholders........coovivviiaiannns Ciceacaceraes

Voided by lapse of PoHGie6. cossesturerinense seceniimmiiiieiviriiecsrstaniorssnnes

" Redeemed by maker in Cash............- L areaaaresTretenieausnnrtnrran enns i nnan
Total Reduction of Preminm Note Accomwt, |.v.ovnnvannnnns ..
BALANCE, NOTE ASSETS AT END OF THE YEAR, {ssssesstsnvancoflovearerasrannns

BALANCE SHEET.

1. Total Available Assets at beginning of year, - [§ .......|| 1. Expenditures for year, as ahove stated, « - - - i$ ...... .

2. Year's Income, as above stated, - - - - - - - 1% ....00|| 2. Balance of Investment Account, Debit side, = = -5 ..0u...

4. Balance of Profit and Loss Account, Credit side, - [§ «......|] 4 Total Available Acsets at end of year, as above |
X state N L R . T T R R T
AGGREGATE, [§ -.civai ’ ¥
—_— AGGREGATE,$ ..... .
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I. CAPITAL.

- Whole amount of Joint Stock or Guarantee Capital authorized, = - =+ =« « - « «+ .+ =
. Whole amount of Capital ctually paidup inecash, - - - - - - - -« « -« . .

. Amount of gnpaid. but subscribed Capital, for which subscribers’ notes or other obligations are held, - -

II. ASSETS.

. Value of Real Estate owned by the Company (less the amount of encumbrances thereon), 'ss epecified in

Schedule A, hereunto annexed, - - -« - « =« = « - «  « « . .« %

. Loans on Bond and Mortguge (duly recorded and being first liens on the fee almple), updn whith wor more

than one year’s taterest is due, - - - - - - - - - -

. Loans on Bond and Mortgage (first liens), upon which more than one year's interest is due (of which

$.—_____isin process of foreclosure), - . - - - e e e e e e e a

Interest due on all said Bond and Mortgage loans, $.__________; Intersst accrued thereon, $ H

Total,

Value of the Lands Mortgaged exclusive of Buildings and perishable improvemsnts, - §

Value of the Buildings Mortgaged (insured for § ... ——_as¢ collateral), - - -

Total value of said Mortguged Premises (carried énside), - - - -

Dollars.

Cis. -



8. Account of Stocks, Bonds and Treasury Notes of the United States, and of this State, and of other States, and
also of Stocks and Bonds of incorporated cities in this State, and of all other Stocks and Bonds, owned

ahsolutely by the Company ;

9 Total par and merket value, carried out at markef value, -

Total Par _ij’u.luz‘ .

j"g?af’ﬁ!arkgf Valur

.Daﬁn-i:éf_, ]

g,

Dotliars,

! Cl-’.r.':

stock
stock
stock

. stock

$

10. Account of Stocks, Bonds and all other securities, (except mortgages,) hypothecated to the Company as
cotlateral security for cash actually loaned by the Company, with the par and market value of the same,

and the amount loaned on each :

Total Par Value, || Total Market Vol || At loared thereos.
Dollars. | Cts. Dollars, | Cs. Dollars. | Cls.,
stock
atock
stock
atock

rr. Total parand markelt value and amount loaned thereon, $




I3.

13.

14.
15-
16.

17
18.

ag-

20.

All other Loans made by the Company, classified as follows, viz.:—on $

on Total, - -

Cash in the Company's principal Office, in currency, - - - - - - |

Cash belonging to the Company deposited inBank, - - <+ - o« . '

Total amount of Cash items, - - - - - - - - - . - .8
Interest due and accrued on stocks not included in * Market velue,” - - - - - - . .
Interest due and accrued on Collateral Loans, - - . - - - - - - - - -

Gross Premiums in due course of collection (not more than 3 months due), L

Bills Receivable, #of matured, taken for Fire, Marine and Inland risks, §-—.. ; the same, pas? due, $ ; '!‘otSI,

All ather Property belonging to the Company, viz.:—Salvege property and Claims, on Lusses already

paid, $— — ———; Rents due and accrued, $..oeeen ; Judgments, $ ~———-—.Due from other
Companies for Re-ingurances on Losses already paid, $ —— ... ; Bills Receivable other than those
taken for Premiums, $ : Total, - -

Stockholders’ Notes or other obligations given for Capital subscribed, but not acfually paid up in cash,

(carried inside), - - - - - - - - - - - - %




21. Bonds and Mortgages which are not frsf liens, and all other illegal items, -

and assets not constituting ** acfwal” Capital, (carried inside,} - = - &
22. The gvoss amount of all the Assels of the Compary, - - = - S

23. Amount which should be deducted from the above assets on account of bad ‘and deabtfis] duits und
securities, viz, :—

From item No.......$ .~ yNO—— G e 3 O, e B . . Total deductions, -

24. Aggregate amount of all the Assets of the Company, stated ot their pctunl value PO - - -

Imi. LIABILITIES.

Dollars. Cents.

1. Gross Claime for Losses against the Company, adjusted and unpaid, - - -

2. Gross Losses in process of ni:lj-ustment, or in suspense, including all reported and,
supposed Losses, . - - - - - - - = . - -

3. Losses resisted, including interest, costs and other expenses thereon, - - -

4 Total gross amount of claims for Losses, - - - e e e -
5 Deduct Re-insurances thereon, $.—m—wenj and also Salvage claims
thereon, $ —~Total, - - - - -

6 Net amount of unpaid Losses, - - - - =« - =+ - .+ - <+ . -§




7. Grose Premiums (without any deduction) received and receiveble upon all unexpired '
Fire risks running ome year or less from date of policy, including interest '

premiuttis on perpeiuai Fire risks, $ . ; Re~insurance thereon at Fiféy per cont,

8. Gross Promiums (without amy deduction) received and receivable upon all unexpired
Fire risks, running more than one year from date of policy, $

Re-ingsurance thereon prorata, - - - - - - . . o .
9. Gross premiums (including botfh cash andbills, without asy deduetion) seceived and
receivable upon sll unexpired JInland mavigation risks, $—_____..;

Re-insurance thereon at Fiftyper cent, - - - .- . . . . .

to. Gross Premiums (cash and bills, without any deductions) received and receivable on
all unexpired Marine risks, - - - . - e e e e e

11. Amount required to safely Re-insure all outstanding risks, - - - . - - - - - .
12. Amount reclaimable by the Insured on Ferpetual Fire insurance policies, being ninety-five..— ... ;;er
cent of the premium or deposit received, T,

13. Re-insurance fund and all other Liabilities, except capital, under the Life Insurance or any other special
department, - - - - - - - - - - - - - - - - - - -

t4. Unused balances of bills and notes taken in advance for premiums on open Marine and Inland policiés or -
otherwise, returnable on setilement, - - - - - - - " - . - . -

13 Principal unpaid on Scrip-or certificates of profits whicih have been authorized or ordered to be redeemed, -




16. Interest due and declared but not due to scripholders, remaining unpaid or uncalledfor, - - =~ -
17. Cash Dividends declared to stockholders on capital remsaining unpaid, - - - - - - « .
18. Due and accrued for saia.ries, rent, advertising and for agency and other miscellaneous expenses, - -
19, Due and to become due for borrowed money. - - - - . - . - - - -

20. All other Demands against the company, absclute and contingent, due and to becorme due, admitted and
contested, viz.:

U. 8. Taxes due and accrued, $ : t+ New York and other State and City Taxes and
" Assessments, $ . 3 Commissions, brokerage and other charges due and to become
due to agents and brokers, on premiums paid and in course of collection, $ H
. Return premiums, $ = _Total, -
31, Total amonnt of all Liabilities, except Capital Stock, Scrip reserve and Net Surplss, - $
23. Amount of Capital Stock, L T L S S

23. Surplus beyond Capital, as regards policyholders, - - - - =« - = =% - =

24 Amount of such surplus which constitutzs a permanent Reserve Fund, represented by Scrip, which by the

terms of its issue cannot be redesmed so as to diminish said reserve, - $

25. Aggregate amount of ail Liabilities, including paid-up Capital Stock, Scrip Reserve and net Surplus, - $|

[



1V. INCOME DURING THE YEAR.

For Fire Rushs. For ”Mﬁ:‘gf Inland
Dollars. Cents, Dollars. Cents.
1. Gross Premiums received sw Cask, without any deduction, ~
3. Gross Cash actually received on bills and notes taken for Prem-
iums, without any deduction, - - - - -. -
3 Grose Cask received for Premiume, & - - .
4 Deduct only Re-insurance, rebate, abatement and return
premiums, - - - - - - - - -
5. Net Cask actually received for Premiums, (carried out,) $
6. Bills and notes received during the yesr for premiums, remaining
unpaid, (carried inside,) - - - - - - -

7. Received for Interest on bonds and mortgages, - . - - e e e e e . -

8. Received for Interest and Dividends on stocke and-bonds, stock loans and from &l other sources,

9. Income, received from all other sources, viz., Rents, $—— ;
Total,

10. Deposit premium (less five ... per cent) received for perpetual Fire risks, (carried :'sun"da,) $

11. Received for calls on Capital, $—; for increased Capital, $—————— ; On assesaments to repair

Capital, $omec o 3 = = = - - - -« = - Total, $
13, Aggregate amount of Income actually received during the year in Cash, - - - .

$

I



V. EXPENDITURES DURING THE YEAR.

On Fire Risbs. On Marine & Inland Risks,

1. Gross amount actuaily paid for Losses, (including Losses occur- | __DeFers. | Cr. Deitars. Cents.

ing in previous years,) P .
2, Deduct all amounts sctually received for Salvages, (whether on

losses of the last or of previous years,) $ ——————; and all

amounts actually received, for Reinsurances in other Companies,

* e ; Total Deductions, - - - - -
3. et amount paid daring the year for Losses, - - - - - $
4 Cash Dividends actually paid, $—o—mooeeem .—— ; interest paid to Scripholders, §... Totn,
. Scrip or Certificatee of profits redeemed incagh, - - - - - - - - - - - .
6. Paid or allowed for Commissions and Brokerage, - e e = e e e e a .
7. Paid for Salaries, Fees, and all other charges of officers, clerks, agents, and all other employés, - - .
8. Paid for State, National and Local Taxes in this and other States, - - - - « - -
g All other Payments and expenditures, viz. i—Interest on borrowed money, $
Total, -

10. Amount of deposit premium returned during the year on perpetual Fire Risks, (carried imside) $.
11. Aggregete amount of actual expenditures during the year, in Cash, - a4 = e s

- $I

I



V1. MISCELLANEOUS.

SCRIP.

To Policykolders. || Tv Stockkolders. Aggregate.

Doilars, | C's. [ Doliars. Cis, || Doliars,

s,

1. Total amount of Scrip Dividends declared to date, - - - -

3. Deduct amount redeemed in cash, forfeited, purchased nnd fractions, -

3. Balance of Scrip Dividends deliverable and outstanding, - - - - -

4 Scrip deliverable, not actually delivered, - - - - - . - "

5. Sc;-ip Dividends declared during the year, being at the rafe of. per centum on Parti-
- - - - - - - - - - - - - $

ticipating Premiums, - - - - -
6. Mearked-off premiums or estimated earned premiums, on which szid Serip Dividends during the year were

T

declared, - - - - - - - - - . -
7. Cash received during the year for premiums on Participatir;g policies, deducting re-insurance, drawbacks, and

- - - - - - - - %

8. Limit of Scrip accumulation, before any Serip will become redeemable, - - - - - - - §
per centum of premiums on Participating policies.

return premiums, - - - . -

g- Average percentage of Scrip dividends declared to date,

10. Rate of interest paid on Serip,.————e..—.—__per centum per annum.




1. In force on the 318t day of December of the pre-

ceding year, - - - - - - -

3., Written during the year, A

3-
4

9

10

Totsl, e e e e e = .

Deduct those expired and marked off as
terminated, - - - - -

In force at the end of the year, - -
Deduct amount re-insured, - -

Net amount in force, - - -

In force, having not more than ore year to run.

Having more than ose, and not more than
three years to run, - - -

Having more than three years to run,

11. Perpetuzl Risks In force and interest premiums

12.

Net amount in force, - - -

Risks AND PrEsfrvis,

 Fire Risks,

Preaians theroon,

“Marins and Fisland Risks.

Eremiums thereon.

Dollars.

Doilars.

Coute.

Daliars,

Deitars,

Cenifs.




GENERAL INTERROGATORIES.

1. Total amount of Premiums received from the organization of the Company to date, $ ; total amount of Losses

paid from organization to date, . $

2. Total amount of cask Dividends declared since the Company commenced business, $ —————_____ ; total amount of Losses
incurred during the year, - - - - - - - - - - - - - - - - &

3. Total amount of the Company’s stock owned by the Directors at par valye, - $ ; total dividends declared
payableinstock - - - - - - < . - . - . . . . . . 5.

4. Total amount loaned to Officers and Directors - - - - - - - & — . .} total amount loanéd to
Stockholders, not Officers, - - - - . - - - - - - - - - - - $

§. Amount deposited in different States and countries for the security of policyholders, $ - ; deposited as follows i—
In the State_ of. $ 3 In the State of. $

Companies from other States and foreign countries will please state
Business in the State of New York during tke year: Fire Risks. Marine & Inland Risks. Aggrigate.
Deatlays, Cemts. Dollars. Cents, Doilars, Cents®

6. Fire, Marine and Inland Risks taken,. - . “- e =

7. Premiums received, e T / i t

8. Losses paid on risks taken, - e e e e = =
9 Losses incurred in the State of New York, $
10. Paid to the State of New York, for Taxes on Marine premiums, $ ; paid to Fire Departments in the State of

New York, for Taxes on Fire and Inland premiums, $




SCHEDULE B.

Contzining s description of all the Bonds and Mortgages owned by the . Insurance Company,
on the 315t day of December, AD. 187 .

HMortgage Recordad s LAmonnt é[P;';'ui'.ﬂd! Va;e o Pfqﬁrriy Amt vy it Locetion,
No. Dateof Morigage. Uupaid. Horigoge. \pany on Buildigs, { Street ond No.)

Backo H . Fa -
" Couniy of Mang‘{ PR Dottars, | Cents.|  Dallars. | Dollars.
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