THE INDEPENDENT FORESTER. :

statement of' the premiums paid to the company

and the amount insured and paid by the company.
The following table shows the amounts for the

thirteen months eriding September 30, 1899:

$272 Returned fo;'—;éh_gloo Received.
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Sept. |18981$ 245,824 04.$ $ 516,766 59| $310
Oct. [189S] 376.180 433870 81| 218
Nov. |18¢8] 336.620 %0 501, 15l 266
Dec. |1898] 32238: 58 663,560 19] 305
Jan. [1899] 338.528 58| $57.300 22 204
Feb. 18991 370396 39 647,297 22| 274
far. [1809| 384.377 21 4135 93] 277
Apr. |1899] 352870 23 634,117 13} 283
May {i1899| 367.630 79 610,366 o8| 274
June 18| 336,035 64 537.25t 45| 259
July 1i8g9| 255.546 69 385,119 06] 243
Avg. [189] 500,726 35 500,916 671 263
Sept.|x 281.515 37 603.305 93] 314
Tot'ls $4.278.43364 S11.671.546 111S7.393. 112471 $272

*The last monthly list published prior to Dec., 1899.

It will be seen from the above table that the
amount insured and paid by the New York Life
averaged $272 for each $100 paid by those whose
policies became claims during the thirteenmonths,
the amount returned in excess of premiums be-
ing $7,393.112.

It seems impossible to the average business
man that any corporation could make such
large returns on the amount received without
seriously endangering its very existence. There
is, however, no real mystery about it any
more than there is connected with fire insur-
ance. In most cases where property is de-
stroyed by fire the owner receives from the
company all the way from S$300 to every
$1,000 or more for every S100 he has paid in
premiums, the amount required to pay the losses
being made up not simply from the premiums
paid by those whose property has been destroyed,
but by the contributions of all who are insured.
So in life insurance. Thousands and tens of
thousands are insured for a numbBerof years and,
from lack of means to continue the policy, or for
otherreasons,the insurance is discontinued other-
wise than by death ; the premiums paid on such
policies to a very large extent provide for the
payment of those which become claims by death,
and make it possible for any and all companies
to advertise every year as the Mutual Life did in
1887, ‘“that for every dollar paid by the insured
the company returned$z.64 to the policy-holders.”

In the News-Lefter for March-April, 18go,
published by the New Vork Life, there appears
the following statement :

Tt was shown by citations from a report of English actu-
aries that some of the British companics had paid the whole
of their death claims arising after ten or a dozen years by
the reserve from lapsed polivies within the same period.”

And on page 283 of the Jnsurance Guide and
Hand-Book, by C. Waiford, F.S.S., F.1.A., there
appears the following :

“No office would like to assert that the expenses of man-
agement would cxhaust the difference, particularly when
many of them assert that the profits on lapsed policics more
than meet their entire outlay.™

The above quotations refer to statements made

249

before the House of Commons in 1870 when the
insurance bill was under consideration.

If the statements made by the eminent author-
ities referred to are correct, it is evident that the
‘* wise management and admirable investment’
has little to do with it so far as the explanationis
concerned, and that the state of affairs wkich
existed in life insurance companies prior to 1870
exists now, can be proved from the official re-
ports issued by the various insurance depart-
ments, it being a fact, as stated by the late
eminent actuary, Elizur Wright, that ““in the best
of old line companies the lapsed and surrendered
policies outnumber those remaining in force, and
are about ten times the number of those matured
by death or endowment."”

We find, for example, that in the three years
ending December 31, 1898, the enormous amount
of $1,064,097,102 of insurance lapsed and was
surrendered, whereas the total terminations by
death, in the same companies, and for the same
period, were only $185,526,740.

The following table gives figures relating to
twenty-three of the principal old line companies
doing business in the State of New York, and
should be studied by all who are interested in
life insurance :

INSURANCE LAPSED AND SURRENDERED, ETC., 1896-'68.

Insurance lapsed and surrendered . ..veuee... $1,064,097.102
Insurance terminated by death ... .. .cciuae... 185,526,740
Reserved released by lapsed and surrendered

o1 Ho T N vee 108,507,291

It is impossible to state the exact amount con-
tributed in premiums by the insurance which was
lapsed and surrendered in any other way than
by having a statement made by the companies of
the amount contributed by each separate policy.
It is an easy matter, however, to come very close
to the amount without such an accounting, an
easy way to do so being to multiply the reserve
released by lapsed and surrendered policies by
three, it being a fact that the reserve does not
average more than one-third of the gross pre-
mium. Applying this to the above table, it would
appear that the total premium paid on lapsed
and surrendered insurance was not less than
$3235,000,000 dollars, being at least $140,000,000
more than the total insurance terminated by
death during the three years.

Another way to estimate the total premium
paid on lapsed insurance is to multiply the insur-
ance terminated by the average premium, 7. e.,
$30 per $1,000, and to assume that the lapsed
and surrendered insurance had been in force for
an average of at least ten yecars. According to
this calculation the total paid-in premiums on
lapsed and surrendered policies, in the three
years, was at least $319,000,000, being $134,-
000,000 more than the total terminated by death
in the twenty-three companies in the three
vears cnding December 31, 1898. To this
$1,500,000 should be added, being the pre-
mium collected on term insurance, which ex-
pired in the three years, and on which not a
single dollar was paid to policy-holders cither in
claims or in surrendered values.

This, and not * wise management and admirable
investment of funds,” accounts for the fact that
the representatives of deceased policy-holders
receive on an average more than S250 jor every
S100 which insurance companics receive in pre-

miums on policies ferminaled by the death of the
insured.—Zhe Counselor.



