
1518 THE MONETARY TIMES.

ERROR IN AGE. BAsis No. 1. Dying, 767,($1,0
1 1', $18-62 - 19-87),A PAPER READ BEFORE THE ACTUARIAL SOCIETY oF (ACCOUNTING FOR DIFFERENCE IN PREMIUMS). net aims. 718,748 87

AMERICA AT ITS LAST MEETING, RELD N xmpe o 1 atr r*mum Plan- Reserve at end ofNEW YORK, APRIL 
2

7TH AND 
2
8TH. . Exam pe No. 1. Natural Premium Plan5• Rsrvearms8 7,,74>8BY J. 0. RICHTER, LONDON LIFE. g prented as 34, net premum 8.75;' first year, 81,814×actal agea 35, proper premium $8.93. Error, 810.54·.....-...862,319 56

By way of introduction, 1 make the foiiow-1 one year. 
- -~ 1,581,068 43ing extract from Walford's Insurance Cyclo. Living (82,581 x $8.75) + 4% fn. i -- 1,51,08 4p ia:h not infrequenty hterest for one year.......... -751,487 10 Available receipts in excess of

Il I bas ntifeunl happened that in Dying, 767,-, 81,000 (re- net dlaims and reserve, firstfiling up proposal forms for life insurance, as pr e e n t i n g grosyear...................... 18,096 12alse for the purchase of annuities, errors have claim)g...........8767,000 00 Exeample No 3. Twenty-year Endow entbeen made in the statement of age. In ail Less difference in pre. Plan; agearepresentd as 32, net premiunsncb cases the interests of the association are miums (18 x 767) + $38.25; actul age35, proper preium 38iu.affected, injuriously or otherwise. If, how- 4% interest for one Living (82.581 x;t 38,25)+4e minu-ever, upon discovery of the error, the fact be yearn................143 58 tere t for 1 year............3,285,072 18commnunicated to the office, and the evidence - 4 766,856 42 Dying, 767 x1yshows that the error was unintentional, it is ~ - 6000 7 38.25customary to allow the matter to be rectified Net claims in exces of aveilable 38.80), net c0ai0. 756,127 57by a cash adjustment in an equitable manner. receipts firet year.............15,369 32 Reserve at end ofBut where a fraudulent intent is manifested.firet year, 81,.it is net unreasonable to expect the office t' Example No. 2. Whole Life Planf; age re- 814 x 3130 .... 2,560,778 20stand upon its legal rights." presented as 33, net premium $18.62: actua - --e1 . . 2 03,316,90577It will be observed that the author cf the age 35, proper premium $19.87. Error, two -31above extract does neot define any particular years. Net wo ms and reerve in excessbasis upon which the adjustment referred te Living (82,581 x 1862> + 4% in. of availabne receips, firetshould be made, nor is it altogether zlear that teres for one year.....f a1,599,164ipyeara.......................bi31,833 59he had in mind only cases of error in age dis- Dying, 767 x 1,000 In the ad of Exemple No. 1 on Basi-.No.covered during the lifetime of the insured, or (grs × 1,aims).. .8767,000 00 2, the result is apparenty quite satisfactory.whether the "customary cash adjustment" Less difference in
was meant to apply to ail cases of error in ag, premse. (1.25 nThe reslt texes appef dnal q te istisfctwhether discovered before or after death.- 767 x 41. interest 997 10 numbers, the net prsmiums being respectivey

8e fer as the practice of the different con- 76×%nes571m etreuad ealing twit erf
panies is concerned, there cannot be said te be $7merth n0prmimsbindrsecivlenir uifrmtyintisconetin n h8 766,002 90 8.74555, etc., and 88.93062, etc., instead cfentire unifcrmity in this connectien. In the Reserve at end cf 8.5ad8.3majority of cases, however, the basis of ad r first year, 81,814 In the o c.f Nos. 2 and 3, the large sur-justient cn, I think, be grouped under the x 810.54........862,319 56 plus in the case of Exampe No. 2, and thefollowing heade: lt. The difference in pre--........2862,19v56lus in the case of Exempurmmim et age stated and the actual age, te- -- 1,628,322 46 even larger deficiency in the case cf 'Examgetherwthanteestterntbeaccounagted- ci ad_~No. 3, certainly cannot be accounted for in
gether with interent thereon, te be accounted Net daims and reserve in excess like manner as in the case of Example No. 1,
for. 2nd. Payaient cf sncb proportion cf the f available receipts, first year $29,157 91 and prove conclusively that if Basis No. 1
amount insured as the premium paid bears te xmple No. 3. Twenty-year Endo is impracticable, Ilasis No. 2, except in the
the prenifua proper at the actuel age. 3rd EepeN.3 wnt-erEdwnn case cf policis on the Naturai Prexnjnm Plan,A combination of the first and second methods, Plan; age represented as 32, net premnti is equay o. Besides this, the latter methodpendent maily upon whether the adjust- 38.25; actuai age 35, proper premiuni $38.80. is aloe inequitable as between varions classes

en is ected before or eter death. Error, three years. cf policies, toc much being deductd in somaeAs regarde any adjutment made during the Living (82,581 x 38.25)+4% in- instaces nd an insuffbientmuted in omthelifetime f the insured, it will, I think, be tereet for one year .......... $3,285,072 18 Having demonstrated briefunthat thepretty generally admitted that it is net a mt- Dying, 767X81,000 methode of adjustment referred to do net give
ter ef miuh momentwhether the difference in (gross laims).... 767,000 00 satisfactory results, I will now submit for
premin iand intereet thereon is cllected Les difference in your consideration a substitute basis which
from the insured orie repsid him by the cein- preii. (.55 x 767) will, I think, be found te be net oniy equitable
pany; or whether the am cunt insred is de- + 4% interest.... 438 72 as between policies on different plans, but alemay require. But that the geam latitude s --- more practicable than Bases Nos. 1 and 2.

ailewele in cases ef adu strtent atter deat Reserve e81, 8766,561 28 I would ask yo terefer again te Basi eNo.alloabl incass o adjstmnt lte deth Rsere a en of2, Exemple Ne. 1, and note that the relative
oertainiy cannet be edmitted te be equally firet year, 81,814 preniiume et the respective ages simply con-

Borne years ago the question whether, in ×831.30........ 2,560,778 20 stitute the relative contributions in edvance te
cases oe unintentional understatement cf age ---- 3,327,339 48 the mortality losses of the year. If, in place
cahes adjutentaerdetuldobeamaon 

eof 
the relative premiums, we substituts the

the adjustment lter death should be made on Net faims and reserve in excess relative contributions te the mortality lasses
the besism etcolleting the aggregate difference et available receipte, first year 842,267 30 as at the end of the year, we do not necessarily
et prerniums with intereet, or whether sncb 

alter their relationshîp te eacb other nor teproportion of the suai insured as the premium. In each of the foregoing exemples there i ltheemuntet risk; and we have a bais topaid bore te the premium proper at the correct after accounting for the full difference in pre, adjust ent equally as applicable te policies in-ag eof the ineured should be paid instead, was miums, with interest thereon, of the policies volving the element f Reserve as te policiesdisussed at considerable length in somae of the having become claims, a considerable discrep- on the Naturel Prem um Plan.insurance journals, somea writers contending ancy between the available receipts and thethat the former basis of adjustment was the charges te be met. To enable the mat. Instead, thn, et paying scb proportion etr one, while others favored the latter ter te be met in full would require the the amount insured as the premium t theOMS.aeeounting for net only et the difference stated age bears te the preminma t the correctIn 1889, legislation bearing on the question in prem faor, with interest, f the 767 ag, I woud pay the terminal reserve t thewas enacted by the Legielature of the Province policies which have become claims, but f credit of the poticy fr year f death andt tchoe Ontario (52 Vie., c. 32), and re-enacted in the 81,814 existing policies as well. As, how- proportion of the amount at risk as the pro-1892. n ever, the ages of the living would nat as yet be bability of dying t the then supposed age of
(Here follows extract freai the Ineurance proven, there would be ne means et knowing the insured bears ta the prcbabili'ty et dyinR

Companies Act, 55 Vie., 0. 39). whether or net they were eider than as repre- et the then correct age o! the insured ; or, ifHaving thus amply defined the premises, I sented, and therefore no practical mans etren-ynprefer the expression, pay the terminalwill now proceed te demonstrate the practical forcing payment in the meantime ;and as reserve et the credit onte policy, togethereffet of an adjustment after death, made first, many policies would either lapse, expire or be with scb proportionoethe amount et riek ason the basis of difference in premium with in. surrendered, in which event proof f age would the tabulr cntributions ta the mnrtalityterest being accounted for, and secoad, on the in al likelihood never be frnisbed, the short. !osses r the year t the aupposedligfthebaue of a pro rata amount of insurance being aeg in respect of ail sncb would in any event insured bearstea ath proper contribution at the
paid. prave a loge, correct aga cf the insnred, the amnount at rîskFor the purposes of this inquiry I will take BAee No. 2. being, of couhse, the amount ine red underas examples insurances on the Natural Premi- the policy les the terminai reserve t credit fnm, Whole Lie and 20-Year Endowment (PAYING PRO RATA AMOUNT INsURED). sane wben becoming a e reaim.plans, and as, in practice, probably ninety per Example No. 1. Naturel Premium Plancent. or over of the cases of errer in age cen st ege represented as 34, net premium 88-75;of understatements, I will, for the present, con- actuel age 35, preper premi i, u 88.93. Er.5 ; -Tailrmeeting friend n the street)-Ifine myself te cases of this kind. ons ye5r. thoght you said yen'd mail me that 5 billIt will, I presume, be admitted that for pur- Living (82,581 x 88.75) + 4% in-yenughtyo? Creditr- did men te, butposes of illustration it is immaterial which of terest for one yearn.......... 751,487 10 when went te the p t-office te mail it the several standard mortality tables is used, Dying, 767 × (81,000 x 88.75. - found that placard on the w olle, IlPet nenor dose the rate t ointeret signiy se long as 8.93), representing net claims 751,539 75 bills."-Des cine8 Argonaut.uniformit jeobserved throughout. As e NmatCombe Expvenience Th e I hav morelited and. Nece ,a m n ces o! available ---I their interchanges et huaiorous wisdomper bient E xer e nce Tbl e assum e rt aty th e cEa pte, i e N o .. ...... i.e .p .5 2 65 the A m erican paper e often say good things .amou nt inret I each sce bat1,00 the ele o. 23 netsitPan ; age One a! them, the Troy Press, said the othernum euntofn mred n behingstane iu be indi-0 t e re r35 t d s 3, n tprem iumi 18.62 ; actu l day, " The succesful merchant is kno w b ynuber .byth mratali te anulivingdat age ers, proper preminam 19.87. Errr, two the advertisements he keseps in the nwseiz., b the81 ortf t table 767 ivin d et the Livigr 8, 81 1 .6 ) 4 in papers," te which statem ent an echo is m adey e arvi . 8 , 8 , e h m 7 7 w d i t res i n (8 ,51r o n e .6 2)a r 4 % 5n y th e L o c k p o r t S u n th u s : " A n d b y th e n e w s .fir t y er.te eetfer en y -a.. -. . . 8,99,164 55 papers e keeps his advertisem ents in."


