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SOUE rACTS ABOUT "NEW PRKMIUMB" AND
EXPEXIBES.

V/e have lieretafore taketi occasion ta point ont ini
tiiese calutills the Pectuliarities af the book kepiîig
pratwtised for soine tiiie past by tie litè asstiraiicc coin
paîlies af the United States, by inQalis of which the ail.
nal stateluxeutS of these coltupanlies, as puibuxslîd iu
the reports af niost of the St-ite insuraîlce departxneîîts,
show the premrnis on newv business to be nituch larger
diaix they really are, ane of the resultsbeiaîg ta iinisrcp).
resent the aettiai coSt af tliat businîess. Cturreult divi-
deiffs oit existiîig pahicies applied as prerniinls for Y(-
versionary additions, aîîd stirrcnder vaiues applied as
prentiums for paid-up assurance, are hiabitilahly treated
as"o new pretnitinils,' tagether with other siiinilar iteins,
ail of which carne about as ncar to beinig preux lunîs a:
nexv policies as the Payllient, of a deatht daili cones u
being ant asset!1 As -%ve have hieretofore notcd, ane in
siirauce connnissicnier-Canîînissioîîer I.lerrill of Massa
chnusetts-has at last taken coguizance of this practice
heretofare aliowed, but clearly iii violation of the regu
latiomis goverîîiîg the sclixduled report required ii
comnixon by tlue vartous imsuratice departineîîts. li
accordance with lus previous notice ta thc coiînpanies
the Massachusetts cotutiiisýioner lias ini lus report fa
1893 allowed as " cash reccived for iiew presuiîs
just what that entry covers, neither uiore nor less, an'
the custanaary IIpadding" lias eîîcouîîtered a seriou
stnînbliîîg-block. V/hei ive state that the actuial preil,
irnas received on tiecw palicies isstted, as adnitted i
the Massachusetts report, are $o,626, i 2s les-, than th:
item appears ta, be as given in tixe New York report,
%vill lie seen Iîow utisleaidiing lias beeii ii pecui lr
style of bookkeeping al! îwed for saie tinie past.
cati alsa, be easily seen that any attenxpt ta, figure il
the cost af new business by assunxing the custoata
charge af seveln and a lialf per cent. af the rencw.
premiuins for taking care af Uie aid bubiics-, and usii
the ieîv premuuums, as lierctofore allowed iii Uic report
as a fiýctor, mnust resuit iii placiug that cost a.ltogeti<
toa low. Just lixo% uîxucix toa low, Rt is the prirpose
this article ta detuouistrate. In the first place, in ord
ta illustrate the situation clearly, we append the tie

preinxis for ecd af the ten largest coxnpaics fi
1893, as stated respectively by the Netv Vork aîd Mo
sachuseits insuratîce reports

.Etna Life ý..... ... $9,1
Connecticut Muttiah. 534,896
Enuitable Lite .......... 7,226,718
MÙluat 11leefl.........1,422733
Niutual Lite .... ....... 9,209,677
New luiglaîîd L.fe #3l8,296
iNewYork, Lie .. 306,563
Northwestr.er 'Mtual1- 2,007,590
Penn Mutual ........... 1,093,792
1'yovdeî,t Lite & Trust 440>000
14 ailier Comipanies. .. 5,631,534

Toals, 24 Conipaxics. $34 984,811

lumn, Mn. 1,ircic
Recport.

$57S,219 $21 1,793
322»759 212,137

4,697,774 2,1,28,944
755,081 667,252

5,141,926 4,06i,759
217,330 ioo0,966

&,958,786 347,777
1,714,518 j 293,072
i,066,706 27,086

440,000 .....

4,466.184 1 ,16S,350

$25,358,683 $9,626,128

'rovidenit Saviigs-are cadli credited in the reports of
'aUx States %vith iiuw preiliinis ideutical in ainaunit ln
oUli reports. 'rhe aggrcgate <ifferenice aithe 24 coin-
>a-iiîes-ovcr iiiiie anid a lialf îîîilioîs-is the ainout
:laiicd hy thc canipaîties as liew% preinxiuîns, thougi lin
fct aîîly a unyth, the MNassaclitisetts report stating the
rite aniotimit. It is eî'ideîit that any calculation for as-
~ertainiîug the portion afi new preiniutns expcîuded by
lie clnpatiies for obtaiuting neîv business, which is bascd
ipoit Uic auitnts given liu coluniti fîrst af the above
able, niust bue grossly jîxaccurate and consequently
WortilleS,. Suppose Wve aCCcpt the $29,350,277 sclied-
uîle in he i Newv York report as newv preninîrns belong-
ilg ta, the telu caîîupzanies, and procecd ta deduet froni
the gemîcral cxpe:îscs sevcîi aîîd a lial per cent. af ail
reticwals for takziîg care of tlue aid business ai the coin-
patiies, allottiiig the balanîce af cKpeîuses for thc cost of
nieirbhsiîicss, ire shahl theix have Uic followiîîg re-
sults :
Trotal genieral expexîses ................... ...... $33,9 13,638
1Xcduct 7!u per cent. or the RCfCwais ...... ........ 8,083,119
lalaîîce chargeable to îICw business............ 25,830,519
Ainoutit of iiew preinixuns, N. Y. Repart......... 29,350,277
cost of licw business, percentage .............. .. 83.0

Nor ]et us se Uic percentage ofi neî pretiunus used
for ccpeîîses, aîîd chargeable ta iiev business on the
above basis, hsnlowevcr, the ainount ai new preas-
nitîs iii tic calculation as stated by the Massachusetts
report. V/e thxen have the follawing :

Tot.-L gencrai expenses...................... $33,913,638
Detluct 7J/ per cent. of~ Reixewals ............. . 8083,119

1lalance chargeabie bo iew business............ $25,830,519
Ainount of new preiiinutu, MaNlss. Report ........ 20,892,499
C:ost of niew% busilless, percent.'îg................. 123.63

'rius ive fiii that tixe ahînaost ciglit and a half mil-
lion dollars whicli thiese tetu cauxpanies repart, and
which b3, inost itîsuratice departînetits is allowed as
îiew preinitunas, tlionighin noix sense preîniuîls on new
assurance issticd, serves ta reduce the actual cost of
ixw business, as catculated ou the above basis, by
35.63 Per cent.! If the deduction fraîn total expenses
af seveui and a hllf per cent. ai the reieivals is a suffi-
cient onie lor taking care ai the old business, as is gen-
erally conccded, tieru it falioîvs that iustead ai 88 per
cent. of the ncw preiniuîîus being used for expenses in
connection itii ew business, maOre thax 123 per cent.
is tlitîs uscd. Iii otiier ivords, aiter using cvery dollar
0oiew preiuinaîs iii business-getting, an arnounit equal
ta, niore titan 23 per Cent. ai the lleW preîniunis ivas ap-
propriated in 1893 frani tie funds belonging to, the aid
policyliolders ta place new business on the books. We
dt, iat Ixere give the percentages ai the several canu-
pallies camsidered, becanse the camuparisan, oîving ta,
thue îîccessary dissiiliarity ai conipaixies as ta, relative
anlotnuts ai aid and sîew business, xniglîtwark injustice
ta saine afieint. The average resuits, however, de-
duccd froxt the aggregates, furxxishi an interesting con-
tribution ta the aWlabsorbing expensez question which
ive coînmexxd ta, the earnest attention afi managers oi
life assurance coînpanies great and smnalh. It is flot a
good time just now for tue caveriîxg up ai facts by
book-keepiig jugglmr.

0f the fourteeîî caîuupanics whose aggregate only is
above givctL, three-the Mauluattan, Trravelers, and


