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DEFERRED AND UNPAID PREMIUMS.
L

One of the invariable requirements of the govern-
mental supervision of insurance is the filing with the
insurance departments, annually or semi-annually,
. sworn statement of the condition of the company
reporting, covering detailed accounts of income, expen-
ditures, assets, ete. These general items are essential.
[lut unfortunately an endless variety of questions are
asked relating to matters that have comparatively no
public interest whatever, and which cannot possibly
help the most skilled and careful examiner in deter-
mining anything of importance in regard to the stand-
ing of the company.

It is not an easy thing to properly examine such a
satement.  The training of a mere accountant is not
_ufficient because there are several items appearing in
uch a statement that can be tampered with beyond
almost the possibility of his detection,  This applies
with force to the publications of the
condition of life insurance companies; but it certainly

greatest

applies in a greater degree than is suspected to the
of all of insurance. An in-
cenious trickster who has had a long experience in
his profession, and who is unscrupulous enough to
method, rather than bring his

statements branches

resort to almost any

me to a sudden close, can see glorious possibil-
of refuge and safety in almost any one of the
varions items composing these accounts. In the
present articles, attention will be given solely to the
two items of “deferred premiums” and “unpaid” or
“uncollected premiums.”

s

DEFERRED PREMIUMS.

“Deferred premiums” are only allowable as cred-
its when they will become due before the end of
the current policy year, and not then, unless the mode
of valuation that was used in ascertaining the com-
pany's liabilities was such as to charge the company
with the whole of the year’s premium upon the policy
—just as though it had been an annual premium.
Premiums are payable annually, semi-annually, quar-
terly, or otherwise; but in -all cases of valuations
according to the usual methods, policies are treated
as though their premiums were paid annually. This
is done largely for convenience. It would create end-
less trouble and annoyance if it were compulsory te
compute valuation tables, not only for annual pre-
mium policies, but also for those paying premiums
semi-annually, qﬁarteriy, or monthly, and no parti-
cular benefit would be derived from this greatly in-
créased labour,

T'herefore, if a policy paying a semi-annual pre-
mium bearing a date, say August, 1013, be valued on
the 31st of December, 1913, it is treated as though
it had pdid a full year’s premium; and the resétve for
an annual premium policy is charged up against the
company as a liability. If this valuation is not made
strictly in accordance with facts, and if the pursuit
of such a method should be imjiricus to the companies,
and should be detrimental to their good showing, it
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is right that a proper and scientific adjustment should
be made. A company is, therefore, permitted on
such a policy to credit itself, as an asset, with the
amount of one deferred net semi-annual premium.
Practically, it credits itself with one gross semi-=
annual premium, making such a deduction as it is
thought will about cover the cost of collection.

It will therefore readily be seen that if companies’
business is mixed, and they have policies paying
annual premiums, semi-annual premiums, and quar-
terly premiums, they must effect an equitable adjust-
ment of the over-valuation of their policies by cred-
iting themselves with the ascertained value of their
“deferred premiums.”

1f a valution of a semi-annual premium should
be made upon its true basis, no such credit would be
required; but under the present system of valuation
it is perfectly right and proper that the companies
should receive the benefit of this credit.

WEAKENING OF THE SPECIE RESERVE.

The weakening of the specie reserve supporting
Dominion notes, while it may have seemed to be
necessary or advisable in the present crisis, promises
to have some disadvantages when normal conditions
are restored, write Mr. . M. P. Eckhardt in the
Jowrnal of the Canadian Bankers' Association.  This
cutting down of the gold reserve, in combination with
the action of the Governinent in ceasing to pay gold
on demand for all notes presented, must have a ten-
dency to cause the bankers to value the Dominion
notes less highly in the future for reserve purposes.
Hitherto, until the war started, they have been re-
garded as practically equivalent to gold; and nearly
all of the banks followed the policy of carrying a
comparatively small amount of gold and a large pro-
portionate amount of Dominion notes. If the per-

| manent reserve basis of the notes had been left un-

changed, the suspension of the specie payments by
itself might not have affected the standing of the
notes, inasmuch as everyone would recognize that
the suspension was caused by a grave crisis, which
is not likely to be repeated for a long time; but on
account of the suspension, combined with the perma-
nent weakening of the ratio of reserve, it is probable
that a number of the important banks in future will
carry a larger proportion of gold and a smaller pro-
portion of Dominion notes in their vaults, The pre-
sent crisis has made it clear that as a reserve the gold
is superior to the notes and, indeed, to all the other
forms of reserve—call %oa’nl. bank balances, etc. As
the Dominion notes are on the same basis as gold in
regard to the absence of revenue, the inducement for
carrying the notes will be less. Hence it is within
the possibilities that we may sce a decided drop in
the Dominion note circulation and in the specie re-
serve, held against it, as soon as financial affairs again
become normal. If the view is correct, we may €X-
pect the large banks to carry more important reserves
of specie in London and New York, and less propor-
tionally in Dominion notes at Montreal and Toronto.
—_—

A London, England, tradesman recently displayed
the notice : “Owing to the recent fire on these premises,
business will be carried on as usual.” Probably the
insurance company looked upon the matter as a case
of lapsus calami.  At-any rate, the slip is not quite
so bad as that of the man who, being offered sympathy
by a friend wpon having had a fire at’ his premises
“last” week, replied “Oh, no! Next week.”




