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Ir' the annual report to the Insurance Department of December 3 îst,
19,the amount of railroad secuirities owned by each of the three lar-

boe le insurance companies in New York, and the proportion they
br the total assets, were, inround numnbers, as follows :

Percent age
Amount owned. of total assets.Nlew York Lifie...............$54,0o0,000.00 47 per cent.

M4uttiai Life..............41,000,000.00 28 cc il
Eqtiitable Lirfe*..'.... ... ...... 36,000,000.00 31 cc cc

Ananalysis of the investments of the other great life insurance cont-
P Oe f the country show smaller percentages. In view of the fluctua-

Ini such securities, these questions arise : Are the interests of the
Policholders best conserved by the investment in railroad securities of

80lrea proportion of the assets as we find in the New York Life?
Of ble the fact that Mr. White (whose business is the purchase and sale

8e'rities) is an influential member of the Finance Committee bear""Y relation to the amount of such investments ?

1 *anlARGE 19. "In violation of the law of the State, which prohibits
'lans On stock except on a margin of at Ieast 20 per cent., they have madelon 'lVery much less margins, and in one case at least the president
hQo een personally interested in a boan where the securities were for~Inonth8 Of less value than the amount borrowed thereon."
.The followi ng is Mr. Beers' testimony be fore the Trustees' CommitteeI1887, on this point

PaieParty here referred to is Mr. Fisher. Sorne time ago Mr.
t0 e iVanted nie to buy Central stock. 1 told himi that 1 (lid not wantan "d he bothered me about it considerahly. Finally hie said he would

Carry stock, and, as 1 tinderstood him, would guarantee me against loss. I
replied that if he diti that 1 did not see any reason why I shou!d not goIn, as 1 Could not lose anythîng if 1 did not make anything.

" The stock was finally boughit for accounit of Mr. Fisher, Mr. Muser
an Inyself. Mr. Fisher carried it for a long time, and 1 neyer heard
aniytbi Qg about it. For somte reason Mr. Fisher wanted to make a

10 do flot recollect wvhat tIre margin was, but do flot think it wasThe stock went down and Fisher would not respond after re-
Ped S9licitations. Finally, after we had solicited a number of times,

"dPut up more margin.
thé is~her died. accounit vas closed up, and we each paid our saeof

waerest. Mr. Fisher was repeat(-dly asked to fix up this margin, and
wather treated any differently from anybody else. There have beenQt,,"cnaý where 1 have had large boans, and margin fell beloW 20%.

tn llSay this, however : 1 have loaned over $250,000,000 on1
Pon rary boans for the Company, and in no case have they lost anything
aY boans. After death of Mr. Fisher everything was settled up

''hco)nIpany)P
Is it against by-laws to loan to trustees ?

bietyyes. But it is flot lending 10 trustees when you loan to
W. hose Obligation had you in this case ?
Mr. Ilieronymous, but Mr. Fisher was behind it.

Ao n) lever considered loan in jeopardy ?
Mr.at Fisher was supposed to be worth a million dollars. Ilis

e8Q.t Panned out fr'om $350,0oo to $500,000.
P'Sher? YOu suppose Mr. Urieronymous was good even without Mr.
A.er

t*1j think he was. With reference to 2o% margin, I do flot think
thir COnan i is afetdb that law. Ihave neyer intended to have

rt 131li : If you had a boan on good stock that had heen made
Rot >argi, aud it tlyou woul not "al for more mri ntil it

Itror8points otifeI o< a agntMr'h Beers * Prohably not, if party was responsible.
Porti would seem to establish the truth of this charge, except thatPortin of it which says that it is in violation of the laws of the State,

n. nthat Point for reasous heretofore given, we do flot express anOpiro. Fi%
Offer, Fisher was a trustée -of the company. No proof bas been

te bt. t afly other boans have been made to trustees. A copy of
CI narked "Exhibit 13 " is filed herewith.

acco AkniE 20: " lThey have directed the falsification of the books and
ir nsof the Comnpany, to ruake it appear that it was doing a more

ac le 'uins than it really M'as ; millions of dollars have been
addtO dividefl 5 paid aud also to premiums received, which have had
and nee. Other millions have heen deducted from commissions
to 9~ency expenses, and added to payments on surrendered policies,

lrer te xanse as webl as to make the returus to policyholders
Te fo)llow . bltey really are."

statenen of 0 g is Mr. Beers' reply to this charge as contained in bis
'< AS tool Ctoher 3 Ist, 189,1z%ut f, SpcfctO 20. Mr. Banta states that hie received a state-deIlIrOdr Mr. Vai, the former bookkejeper, showing that the divideflds

YteTrustées from 1874 to 1883 inclusive amounted to
$1,7,owhile the dividends reported as having been paid in theIli. diaetemeflts during the samne period amounted to $16,921,o0w.~tiLb ence of figures is due to the method, of making the entries""hrfrnet reversionary dividends and purcbased reversions. Iu

44e ate of December 14th, 1887, a copy of which is hereto attacheci.

This method was Midely known and practised by otber comparies,
notably the Mutual and Equitable. Mr. McCall's letter shows that it
had the approval of tbe Insurance Department of this State."

We quote as follows from the letter of Mr. McCall referred to by
Mr. Beers:

"lWhen I investigated the Mutual in i88 1, I reported the modle of
that company in this saine particular per tbe-4ollowing paragraphs :

"'It is proper under this heading to refer to the method ad opted by
"the Company in January of each year in adding to the premium
"receipts the total ansount of the dividend declared, for the reason
"that an entry is made at oince on the actuary's registers of a certain
"amount of paid up insurance, for which the sum of the dividend is
"treated as a single premiunm payment to purchase the insurance. If
"the transaction was closed hy these two entries, possibly no criticisma
thereon would be proper, but it is wvebl knowu that the iusured bas
"the option of applyiug the cash value of bis dividends to a reduction
"of the premium when he s< o cs Under the system in vogue in

the ' Mutual,' and a/ra in , lal the ailier i/e cornan es that
"have been eramined bv the d Aa ;1nent, it necessitates an eutry in
"the premnium account of a premniain paid by dividend, and a charge
"under dishursements of au equal sum as being paid for a surrendered
"policy or addition, thereby causiug the caucellation of the amount of
"the paid-up insurance which had heen heretofore entered. Iii couse-
"quence of this questionable method of treating the accounts, a part of
"the suini Of $2,489,425.99 was entered twice in premium receipts, and
"an equal number of tirnuts in disbursements-flrst as a dividend to the
"policyholder, and again as a purchase of surrendered policies.4It is possible that the contrary opinion held hy the worthy actuary
"of the compauy on this subject mnay be the correct one. lie contends
"that the passage of the resolution declaring the dividend makes it
compulsory on the company to proceed at once to enter the amount
thereof on the registers:. and the subséquent adjustments or changes

"must follow as a matter of course, and cannot be ignored."
As Mr. McCall describes this as a "lquestionable method of treat-

ing the accounts," we can hardly agreé with Mr. Beers that it had
the approval of the Insurauce Department of this State. The method
of making these entries should be altered so tîrat rueither the dividend
account nor the premium account would be afTected thereby. The
proper course to pursue in this matter woubd be for the Superintendent
of Insurance, and the officers of the several couipaliies to agréé Upon
sonie such method. In the meantime, it would he unfair to the New
York Life Insurance Company to comipel it to adopt a system of book-
keeping wvhich would place it at a great disadvantage mith regard to
other comnpanies, or to criticîse it for having followed tbe universal,
practice of other companiles.

Reference has been made to the fact that in its annual statements to
the Insurance Department, the company gives the cost value of the
securities owned hy it at figures nearly equal at aIl limes to the market
value of such securities, no malter how mucli they may very in value
frOm year 10 year. This is brought about by means of two forms of
journal entry. First an enîry is made in about the followvîng formi, for
instance :
Profit and Loss-to New York1 Central Blonds. . $ 10o,000.00.
To l)Iing tIre cost of above bonds down to par value at

time of maturity.
There can be no reasonable objection to an entry of this character.

It is unquestiouabby truc that a part of the cost of very many of the
securities is due to the rate of interest receivable thereon ; for instance,
if a firsî class raibroad issues a five per cent, bond for twenty years, and
another equally good railroad issues a six per cent. bond running for a
like period, the latter bond wibl certainly bring the bigher price in the
market ; and when the comipanly charges off each year to profit and boss
a proper proportion on this nicc.,uit, it is not to be criticized. But there
is another journal enîry made t<y the New York Life which is not to be
commiende(î, and it is in the f .liowing form ; for instance, wheni secu-
rities depreciate in value during the )ear, the following entry is made
on December 315t:- 9

Profit and Loss .................... $65323-50
To Sundry Bonds-to redrîce tIre cost values to market values

Atchison, Topeka &- Sauta Fe Railroad...... .. .. ...- $7,32350.
Central Railroad & Bauking Company, Georgia ........ 95000.00.

This latter entry of course redrices the book value of the bonds to the
market value, and this figure is reported to the Iniurance Departmeut
as the aclual cost of the bonds to the compauy. There can be no oh-
jection to the entry b2ing made for the purpose of determiuing the net
profits for the year, if it is nol used as a m,-ans of misrepresentîng the
cost of the bonds to the public throughi the pub!ication of the aniual
report. The company is requested to report tire cost, not the book
value, of its securities, sud should be requîred to so report. If the
securilies rise in value in the succeeding year, th,- amnount of the appre-
ciation mnay be restored to the accoutit by an eatry tIre reverse of the
above.

CHAIRGES 23 AND 24.

CHARGE 23. "lThe Président hýis directcd the purcîrase sud sale of
millions 0f securities without the kuowledge of the Finance Comrnittee,
in some cases purposeby withholdiug information of inteuded sale because
hie knew it would be objecled to."


