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THE HOMANS3' PLAN.
7o the Editor of the INsURANCE AND FINANCE CHRONICLE.

S1R,~-With your pe~ nission T will briefly notice some of the state-
ments in your article on the Homans' Plan, in the April number of
your Journal, which ure not in accord with an impartial opinon.

There are several inaccuracies in your references to and explanations
of the Plan which I will pass over, and call attention to the unfairness
of the comparisons calculated to mislead as to the probable mortalty
ext ziiznce under the Homans® Plan of insurance.

There 1s no similarity, so f~r as the class of risk and mortality rate
are concerned, between the * Term” insurance which you use for
comparison and the ¢ Renewable Term” insurance known as the
Hom: s' Plan, The former covers fora limited term of yearsa sp.ecial
risk of one kind or anothcr, sometimes an occupatson or a place of
residence specially hazardous, frequently 1t is taken upon a hfe which
would not be insured under a whole life policy, owing to a defective
family history, or some other reason, and by some companies these
risks are taken on the lives of children covering the term of years to
age of maturity.

In these cases medical selection is overhalanced by the special
hazards.

Insurance under the * Renewable Te:m” or Homany' Plan i< 1e-
newable during life, at the option of the assured, the same as unler
any other wkhole life policy, differing from the Iatter only 12 the manner
of dealing with the premium or cost to the assured, hence the greatest
carc is exercised in selecting the riske.

To prove what I have stated in reference 10 the Term imurance you
quote statistics from we will quote the words of the actaary of the
# Connecticut Mutual ” {the cxperience of which you used and applicd
to the Homans® Plan)-~in the published eapenience of that Company.
In referring to the heavy mate of mortality experienced from Zerse in-
surance he says : ¢ This is due in great pars 1o the fact that these
44 policies were largely taken 10 cover special sisks ; especially en the
¢ lives of petsons going to Califozmiato e.ogage in gold-mining. in 1539
¢ and the years succeeding * ¢ ¢ ¢ ° ° ¢ ¢ o F 0 0 0

¢ The extra premium required for permits covering risks not covered
«* by the palicy contract amounting in the year 1831 to over §55.000
¢ and in thecourse of Company’s busi.iess to aver $500,000, 2 consider-
¢ able share of which in the carlier years of the Compans’s history was
¢ received from Term policies would probably more than offset the in-
8 creased mortality.”

A considerable number of the Term policies of the Connecticut
Mutual were on the lives of children, under w}ich policies the ‘argest
pescentage of the Company’s mortality was shown in proportion te the
number and amrount at ritk.

The mostality e-perienced under the Rencivadle Term policies of the
Ana Life would afford much more suitable and impartial informatnn.

In reference to the statistics adduced to prove a greater percentage of
Josses you overlook some important factors necessary to an impartial
comgarison. It is known and admitted that the number of losses is
greater from new husiness than from that of longer standing, henceatig
not just to compare the percentage of lapsed policies on the Etna’s
Renewable Term plan which has been in use but a few years with the
losses under the other plans of that company, thirty years or more in
existence, including endown:ents.

The same objection applies to a comparison of the lapses of palicic.
in the Provident Savings Life Assurance Society with the twenty-nine
comnpanies doing business in the State of New York., The {ormer a
yeang company, with acomparatively new business, as againstthe eld-
e companics of the country with hundreds of millionsof old standing
tusiness. In addition to this it is apparent 1o insurance men that the
younger compaty in competition with those controlling mitlions of the
pe~ple’s money must naturally suffcr 20 some extent.

The  Provident ” increased the amount of its business in force oanc
hundred per cxat in each of the years 3883 and 1883, and as thenew
plan was first oifered by that Socicty in 1883 no doubt many of the
cancellaticn of those years were owing to changes from the old plans

to the new one,  In 1884 the 29 co.y inies veporting to the New York
State Insurance Department wrote $321,310,170, of new insurance and
lost by cancellations (not including death claims) $189,440,302--a loss
equalling nearly siaty per cent. of new business, while in the same
year the “ Provident Savings Life” wrote $8,809,400 of new business
and lost by cancellations from all causes (including death claims) an
amount only equal 1o about twenty percent. of tne new business,  In
1585 that Society increasea the amouat of its business in force to over
$25,000,000 showing for that year the largest percentage of new busi
ness to amount in force at the beginning of the year, the lowest per-
centage of expense to amount insured, the lowest percentage of death
claims and the large  percentage of increase insurplus of any company
reporting to the New York State Incurance Department.

The slow progress of that Society previous to the adoption of uts
present plans ol insurance may be attributed in part to the difficalties
experienced by every young Company and panly to the retirement of
Mr. Homans from the active management of the Socicty for about two
years., Having cccupied more space than I intended I will conclude
by quoting the following from a letter written by Mr. Homans and
recently published :

¢ The Renewable Term Plan hasnow been before the public for three
vears, during which time it has seceived the endorsements of insurance
commissioners, actuarles. officers and agents of the regular companies
and, so far as I know, its safety has not heen questioned ave the signa.
ture of any responable person  The actual cost of he assured has
been but one-fousth ¢ one third the usual level premivm rate. We
make no war upon the old compznies  The level preminm < ctem
has its advantages and sts disadvantages.  Itis a combination of in-
surance, which is one thing, and of investinents, which ts quite another
thing.

The Renewable Term Vlan s fure iney ance, (xeept that ene-foath
of exch moituary premiam is 1aid 2+ b ta create a guaranty fund,
available in cace of necesaity, and for the Wtter protection of yodicy-
holders, which will be returned to» them after ten years.

This Society holils aninsurance reserie un each and every policy in
fosce, computed upn precisely the same prinaiples as are adopted in
the case of all regular companies  We prumise absolutely to pay in
full the sum insuredin case of death, which promise istached by 7 Hle
caputal, by the full lega) reserve, and by the surplus of the So. .y,
which last is larger tn proportion to its liabilities than that shown by
any other life insurance company in America.

The folloning i< an eatract from hs recent report of the Inurance
Commissioner of Massachusetts :

“ Ine.rance that docs not insure s dJdear at any price.  Insurance
that costs beyond the neeids of safety :s an unjust burdes. That sy<tem
is the best that combines safety with the minimund ot cost. The old
system is, humanly <peaking, safe; if it is 100 cxpensive, and cannot
reform the fault. some cther system that con provide safety with less
cost wiil supersede it. but, to rival the old, the new must prove itself
safe as well as cheaper.”

We claim that the Renewable Term Plan of insurance is the other
system which, ifit will not supersede the old systens, wils at lcast meet
the wants of that lz.zc class of men who insure {or protection, and who
desire sound, safe and reliable insurance at the lowest price consistent
with absolute seerity.”?

DAVID LEXTER.

HaxiLToN, April 28th, 18$6.

DEPUTATION TO OTTAWA.

To the Editor of tie INSURANCE AND FINANCE CHRONICLE ¢

Sir—A “Lovse divided against itself must 21l says the old adage
and with what peculiar adaptation to the # Insurance Bill* legislation, it
stands, I leave it to those concerncd to answei. We in Toronto were
asked by a deputation from our Montreal brethren to assist them in
obtaining certain badly needed amendments to the Consohidated Insur-
ance Act before the Dominion Patliament.  Unanimous as we gener-
ally are here, we were icd to expect, and did expect, 2 similar voice from
Montreal.  But what was our surprise to find, on reaching Ottawa,
where the battle was 10 be fought, that to meet the Toronto full con-
t'ngent, one carnest Montre. ler was present, and upon a second visit to
the Legistature where the discussion was to be held with the Committee
of Parliament, the same carne .t Montrealer was present with the assist-
ance of one other luke-warm representative and onc openly avowed
opposant !!

Justice to the two promoters of this movement leads me to state,
that they were both, most unfortunatcly, on beds of sickness, so thal
help from them could not be expected ; it was, theresore, all the 'nore




