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makze the rrrc'înbcr choose Iiis option at tire tiirru of
apî.lyiiîg for his poiic3. fly this n ecaw, selectiair
agaîîîst the conripaîry aft.'r baduicah has set iii is
avoidcd. Aiiolirer plan is ta give sliglitly binûller
baîruses iii ail cases i lini wotild be giveir ta titcxcep-
tionabiy gooci lives. lit othcr %vords, ail tliose wlio
take the bonus are iaaked uipon as sliglitly urîder-aver-
age lives, anid treated rrccordiligiy. But w~lntever be
the syster» whiclî is followcd, of tIre nîecessity of saine-
tiig of tic kind thecre eari be nio douht.

Tire foregoing figres also spceak eloqucîitly ats to
the resuit of seif-selectioi- iii proaýtciirg a favorable
inortal ity aitoîig ciffdoiiiient policyliolders as coînipared
%vit1r lifé pohic\ lioiders. A mian's opinion of hinriscîf is
on tire wvhoie more reliable tiran tirat cf the medical
examiner, aud the robust, self-confident ii will
usualiy select a plait b>'- whiclh they cari profit by the
assurance durinig tlîih owr life and niot niereiy at deatir.

THE PROFIT ONi LAPSED LIPE ]POLICIES.
A coiiiinruniicaied article iii the Monclary 2Ymces of

Noveruber i,- deais at saine leirgtli %vith the sul>ject of
lai)se<l life assurance policies, after correctly cailiiîg
attenitionî to tire fact tîtat hotu iii tire Urnited States and
iii Canada lapses far cxced tue nratural teriîîiations.
'l'le writer, liowcver, approacires the subject froni the
stantlpaint of iiîcoinplete inrformiationi, evidently, anîd
casily falis ita -au error whicir is very coînnion ivitîr
tue genierai public. 'rire wvriter of tire article rcferred
to continients as foliows -

Thre iinsîraîîce eoinîpaniics, liowcver, 'are iiiiioiffitcdly the
pailicrs b>' cvery policy tlîat fails ta becoîuue a.claiiii. 'fle
miore preiîiîrîîîs paid, of course, sa iiurli the be-ttcr, so long as
dcatir dacs ilot ensile -,but evcry paicy ]apsed rirrust of niccessity
epresclit a1 lialnility crauicelled, ali( a coniscquenit gainl, first, tu
thie coiripa.iiv, arîd, seconîd, to those policyhiolders wliîo simre
the lîciifit iii thre shaple of'a division of profits. Ilere wce cvi'
dciitUy hiave an illustrationr of 'l Wliocver biath *to Iiiîîî shial bc
giveni, tsàt lie slial have mare ahnaîy"for the prosperoîîs
mîail pays bis ownl preînnnnfis easily. aiii shiares in lte beerit of
the payiiets mnade hy% bis leomr r ellows, w~lio froili diver4e
chances of Il outrageons fortisies" ritii theuinselves uînable ta

is involvcdl ini this btate of :îfiairs. andt tiiere inay bîsiayle
great tliflicttlty ini devisisig a renîcdtv.

Thre aiboe is about a fair stateineîît of tic J)optiia r
impression prevailiiig with regard to lapsed policies, and
for tirat reasoîr we gîve it brief conisideratianr. WVhat
iîppears ta tIre writer of the article ta be a great liard-
.liip ta the policyliolder oit tire one hruîd and a source
of iinuchi profit ta tireý corpauy oit tire alier is, li the
iini, onuly iii alierince. Thîis view fails to appreicnd
tire very imîportarnt fact that the great bulk of litt
as-*suranice policies wliich lapse (lo so duriiug tiherrî
two %tirs of thecir existenrce, and bef'ore the preinitan

1).3yiieiut or I)aYuril*tI more tlualn caver tire cost of
carryiîîe tli<c riblk. the agezit's coîîîisiiiomî and< allier
expeirse ai' gcttiuîg tire policy 011 lte coîiîp.any'.s books.
A very large inurber of tire rcported lapses occar
before a1 Secondl preuiruuuri is paid at al], and i îot a few
uf ti ïdass rtpreseiit ari actuiai ioss ta tue campany.
whenri expuense and tire loss of vitality beiongig to a
freslîly cxaiiiiîred iîîsuranut is conisidcrcd. It is ta be

kcpt in inind tirat life assurance is based on thre law of
average, anrd tlîat the iarger the proportion of flhe
assîrred iii a giveri corrrpruy w!ro aire freslr selections thre
lowcr w~ill be tire iortality rate. Tire mien wvlo alliw
tireir policies ta lapse, exceptiîug in tire surahl proportion
of cases Nvliere îreccssity coirpels thrent ta give up, arc
tîrose iii roliust liealîli whio arc avinîg the v'ery bcst
risks , hience tlîeir retirenient iuîcreases tIre mortality
rate by rcducuug tIre standard of average vitality.

Evcrybody fanliliar wvitli tire fundaiiienutals on wluiclr
life assuranîce resis, and wio iras carcfrilly stutdicd tire
irratiietnaties of tire question iii tire liglît of mnodernr
rnctiîads of gettiîîg business. knows Vcr>' weIl thiat flhc
counpanics gain niexi ta notirinrg fronti one and two ycar
policies wlrich lapse. It follows Chîat ioa profit liaving
accrued frain the existence of tiese policies, the cour-
parties are powerless ta soften tire hardslrip, pertaining
ta tire few cases-and in tîrese one and two year poli'
cies they are very fcw-wicre tire irolder iq coni-
peilcd ta lapse by reason of misfortune. It is obviaus
tîrat, wvitlrout robbiiîg otirer policyliolders, thre coin-
pany canuiot stand betwceeî tire unfortunrate muari anrd
bis ioss. His prenrlunîs are exiaustcd in the regular
auci recessary requirenîcuts of thre business. But lîow
about tern-iirrated paicieswirici are tlre yeat; aid anrd
lrpward ?

LTpon policies wliicli have beeui tliree or more years
ini farce tlre is air accrucd value, accumulating front
wlrat is cailed tire reser'e, and inrcrcasing 'with tire tige
of the poiicy. Very fcw of such policies wheîr ter-
nrinated by rtasan of non*paynrrent of premiums are
ciassed w~ith lapses at ail, for tire reason tirat as a rule
tire comiparues uiudertake ta pay ta tire iolder tire prii'
cipal part of tire reserve vainc in cash, or ta issue iii-
stead paid up policies for sîrci annount as tire accrtied
reserve will equitably purclrase. Iri otirer words, life
policies are naw alrrost lunivcrisally non-forfeitabie
aftcr tiree:years, iraI a fcw af tire cornpanies specîfying
defiriteiy in tire poiicy corrtract tire paid'îrp anrd cash
valne iii case af termuinratiorr before mratnrity, tînat vaie
iii sanie of thre States i>eiîîg fixeci hy 11w. Such arbi'
trary deaiinrg witlî tire stibjeet, lrawever, -we have
lieretofore sirown i tîrese coiurmrs ta bc bath unudesir'
aible aniri inccessary, for ruiider the inrfluence of coin-
petitian, anrd front a seurse of eqînitable dealing, the
conipaiiies vohrnrtarily givz ta tire retiring policyltolder
ail tiraI they cari afford ta give iii justice ta tire great
body of reinaining palicyhalders. Now, aIl this large
elass of policies do iraI cone urîder tire licad of " lapseid"I
but of " surrendercd " policies, for whlui cash or paid'
up irîsurance is given ta tIre Iiiînil of ecuitable value.
Howv extensively luis is done nîay bc inferred front the
fact tiraI in Canada alonre durinrg tire past ten ycars tIre
life courparries lhave paid retiriîrg polieyholders in casrh

vu'vd alues the surn Of$2,,385,285, whnile the paid-
rip policies have becn arr a large scale. It is perfectiy
ctrtain in tire ligit of recorded facts, wviatever nia%
have been tire case niauîy years ago, tirat unuder tire prac'
lice prevaiing aI tire preste day the profit ta liUe asstir'
ance companies from lapses is almast purely imagina-v.
li Ladt, ail tire caîrpaîries constantly niake cariiest


