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LLOYDS LACK OF PUBLICITY.

Underwriters Follow Course under Assurance Com=

panies Act which Prevents their

Financial Posi-

tion Becoming Public—An Example of Preference

to Marine Policyholders.

The question of the lack of publicity regarding the

affairs of Lloyds underwriters is be
getically taken up by
the |'n\il‘)’hnhlcl'. whose
Harold Elverston, M.P.

proprictor

mg agam cuer

our Manchester contemporary,

and editor, Sir

recently asked questions m

Parliament regarding Lloyds  compliance with the
requirements of the recent Britishy Assurance Lom
panies Act. The underlying circumstances are brietly
these :— By the Assurance Companies Act of oo,

Lloyds underwriters were allowed s

weetal privileges.

They were allowed cither individually to nake a depo
qit of £2,000 until all lability under any policy 1=sued
had been discharged and to furnish o the Boa 1 of
I'rade an annual statement dhowing the extent and
character of the fire and accident business elfecte d. or,
in lien of complying w ith these requirenents, to place
all premiums received in a trust fund and 1 h
<ecurity to the satisfaction of Lloyds commite ud
to have their accounts wdited” annually byoan
approved accountant who will furnish a certih to
the Board of Trade. aNot a single wember ot
|.1“_\'l‘.“ says the Policyh Ader, “has elected we
before the public, through the medinm of thi ird
of Trade, a ‘statement dowing  the extent wl

character of the fire and accident ms
effected by him,” but 511 med hers h
alternative but more cumbersome 1
however, avoids all publicity.
Our contemporary continues:
All this certainly gives the impression
the limelight of publicity
it must be remembered that it

more than anything el
was only

uranee

\‘\ h‘ ...

IWC¢ st fect o
nethod, \ h,
that Lloyd oar

and

atter o cat

struggle in Parliament that Lloyds secured the altorna-
tive method, which they one and all have adopted
The second answer by the Board of Trade on Anzust
1, gives the public just a glimpse behind the scencs How-
ever. What do we find? The sceurity consists ol
1911, 1912
Deposits.. .. oo oo o0 o ot o 25 L207,000
Guarantees by non-members of
Lloyds .. .. ¢ ¢ o 191,500
Guarantees by members.. 2,880,210
Total. . C1069,678  LLINLTH0

So the actual cash which Lloyds |
posited  (1912) is the sum of £405 as
of £454 per member in 1911 And the
by persons who are not Lloyds I'nde
to L961 as compared with L7068 per
the security consisting of undertakings
to stand or fall together. Any compi
business to the extent of L3.600,000 W
absolutely essential that it should have
of at least 33 per cent
The publication of accounts by every
Lloyds ought to be insisted upon by the
for here we have @ body of men
millions sterling of public money,
a specinl  Act of Parliament, they

are

of the premiums,

handling
and, sheltering behind

‘nderwriters  de-
against the sum
guarantees civen
rwriters wnount

member, the rest of

by the members
any  writing fire
ould consider it
a reserve fund
or £1,200,000
underwriter at
Board of Trade,
over three

denying jo the

public all information as to their real financial position.

insurance 18

Some Frrrner Drawpacis,
It must be remembered  that buying
different to buying ordinary articles of

the one case the goods are at once de

commerceIn
livered and pay-

ment is made, and it does not matter to the purchaser

whether the tradesman is solvent or it
the case of insurance, the solvency of
vital consideration, for the delivery of
chased may not be required for years.
portant, however, that when delivery i
should be no doubt about it being made
promprness.

;—

wolvent,  But in
the trader is a
the article purs
It is most im-
s required there
. and made with

I],n:',

It must also be remembered  that, beyond mutual
guarantees, a Lloyds Underwriter is in no way respou
sible for another member's  Habilities  So far as the

public is concerned, each of the 511 members is entirely
apart from the other underwriters If a person 18
insured at Lloyds, say, for £20,000 and the policy I8
signed by 20 underwriters it constitutes in practice 20
different policies Some of the twentieths may be paid,
some may not; it is a matter of no fmportance to the
signatories, for they only responsible for their own
proportion, therefore in case of a dispute an unfortunate
claimant might have to enter twenty different  actions
Not a pleasing position, when it is remetbe red that if

the insurance had been in an ordinary company one
action  would guffice.  This important difference  makes
it still more desirable that every unde rwriter at Lloyds
should publish a statement of his affairs

A Prereriscr too MariNg PPortey oL

London Truth calls attention o recent leg
ceedings in connection with the bankruptey of a

al
Llovds
showing that the commutted of L 1

underwriter
have given preferential treatment o the holders

marie msurance licies over the holders o hi il
accident mmsurance pohcies Truth writes

“An underwriter at Lloyds went into hunkrupt and
the trustee sought instructions as to the relative ciall
of different ¢l s of creditors Ihe bankrupt had 1 wle

deposit of £H,000 with certain perso as trustees tor
the Committee of Lloyas The holde of the marin
policies claimed that the whole ¢5.000 was distributable
amongst them only, whiie the ordinary creditors alloged
that this o0, ns well as  the other | t were dis
ribut ably amon all the credito I'he Court
instructed  the trusted to apply to the Con mittee  of
Lloyds to decide what were the claims and den ands 1o
bo satiefied out of the 5,000 deposit “The Committes
of Lloyds, having given the matter thely consideration,
have unanimously decided to direct  that claims and
demands upon marine and transport policies only, under
written by Mr Heatheote, or on his aceount at Llovids,

are to be satisfied and discharged out of the deposit.”’

Commenting  on these |r.l|'||||l‘||4 Our  contemporary
says.  “lyporiences of this charvacter may lead people to
offect their insurance with companics  whos tinancial

is unquestionable, whose faccounts can be sesn,

position
yonsible for  the enthi amount  of the

d who are re

policy. Wing attracted to insuranee colpanies of hizh
etanding, policy holders  will - be repellod from trusting
their financial welfare to underwriters  at Lioyds, who
may be strong or weak financially, who may be reckless
or may be cautious, who may know something or may
know nothing of the risks they underwrite, and  who,

experience averige re-
losses, and at other

a small seale, may

operating on
sometimes make huge

sults, or may

times large gains. In the above case the underwriter
owes £21,000, ot which £9,000 is due under marine poli
cies, and £12,000 to other ereditors He has assets of

12,000 altogether, of which £5,000 is on deposit at Lloyds
The creditors as a whole do not come in for 1Zs out ol
every 21s, but the marine policy holders get £5,000 and
rank as ordinary creditors for the remaining L4000 In-
stead of there b ing £12,000 to pay debts of £21,000, thore
is L7000 to pay debts of £16,000. The ordinary creditors,
instead of reeeiving 11s Hd in the £, get only Ss 94, while
the marine creditors gel gomething like 198 in the £ On
the figures quoted  at the procecdings in Court the re
sults would be as stated; but the expenses of the bank-
ruptey, including the law costs, have to come out of the
estate, and, assuming the estimate of ascts and liabilities
to be correct, the conditions for ordinary creditors, in-
cluding the holders of policies other than marin will be
worse than stated.”

The ordimary creditors lt'fl'!l('l‘ o abon 1"
holders of fire and acaident p ey

vet considerably less pro
Aders ot

of course,
will, as shown above,
out of the hankrupt’s estate than the Tn
1""i"11"_
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