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ORDER OF REFERENCE.

(Eztract from Minutes of Proceedings of the Senate of Canada, Wednesday, 18th
June, 190}.)

¢ The Honourable Mr. Landry rose to a question of privilege, and moved, seconded
by the Honourable Mr. Domyille,

That an Order of this House do issue for the attendance at the Bar of tnis House
of J. Douglas Wells, of New York, to answer such questions as may be put to him
relative to declaration he is alleged to have made, that there were Members of Parlia-
ment, of the Committee, and of the Government, that had to have good sums, that it
«cost him over $10,000, that he had found all the money, excepting for the last bill for
a small amount.

After Debate,

The Honourable Mr. Gibson, in amendment, moved, seconded by the Honourable
Mr. Watson,

That all the words after “ That” to the end of the question be struck out, and the
following words be substituted instead :— Messrs. J. Douglas Wells and George D.
Eldridge, of New York, be summoned to appear before the Select Committee appointed
ic investigate the position in Canada of the Mutual Reserve Fund Life Association, of
New York, in order to answer such questions as may be put to them, relative to de-
clarations alleged to have been made by Mr. Wells, that there were Members of Par-
liament, of the Committee, and of the Government, that had to have good sums, that
it cost him over $10,000, that he had found all the money, excepting for the last bill
for a small amount.”

The question being put on the amendment to the main motion, it was, on a divis-
icn, resolved in the affirmative, and

Ordered accordingly.’
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MAIN U T HS

OF THE

SELECT COMMITTEE APPOINTED TO INVESTIGATE THE POSITION
IN CANADA OF THE MUTUAL RESERVE FUND
LIFE ASSOCIATION OF NEW YORK.

ExTracT from the Minutes of Proceedings of the Senate of Canada, Thursday,
19th May, 1904.

“ Ordered, That a Select Committee of five be appointed to investigate the posi-
tion of the Mutual Reserve Fund Life Association of New York in Canada, with power
to send for papers, persons, telegrams and records, to employ clerical services, and
with leave to report from time to time, the Committee to be composed of the Honour-
able Messieurs Legris, Baker, Cloran, Landry and the mover.”

THE SENATE,
ComMmITTEE Room No. 2,
FripAy, 20th May, 1904.

Pursuant to Rule and notice, the Committee met this day at 2.30 p.m.
Present the Honourable Messieurs Baker, Cloran, Domville, Landry—4.

The Law Clerk having called the Committee to order, read the Order of appoint-
ment, and requested the Committee to elect a chairman.

On motion of the Honourable Mr. Domville, it was

Resolved that the Honourable Mr. Cloran be the chairman of this Committee.

The Honourable Mr. Cloran took the chair.

On motion of the Honourable Mr. Domville, it was

Resolved that, unless otherwise ordered, when this Committee adjourns on any
day, the next meeting of the Committee shall he held at such time, place and hour
as may from time to time be appointed by the chairman, due regard being had to the
convenience of all persons concerned in the investigation, and proper notice thereof to
be given; and that any such appointment may be varied by the chairman, if in his
opinion it is necessary so to do.

On motion of the Honourable Mr. Domville, it was

Resolved to report to the Senatg recommending that express authority be given
this Committee to examine witnesses on oath, or on affirmation where affirmation is
allowed by law.

On motion of the Honourable Mr. Domville, it was

Resolved that the chairman be empowered to summon from time to time such wit-
nesses as any member of this Committee, or the Minister of Finance or his representa-
tive in the proceedings before this Committee, or the Mutnal Reserve Fund Life
Association or its counsel or other representative in the proceedings before this Com-
mittee, may from time to time designate as likely to give evidence, material and
important in the investigation to be made by this Committee.

On motion of the Honourable Mr. Domville, it was

Ordered that notice be sent to the Department of Finance and to the Mutual
Reserve Fund Life Association of New York, that this Committee has been organized,
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and will proceed with the investigation at a date not earlier than the 2nd June next,
of which further notice will be given, and to request that they will communicate to
the Committee the names and addresses of any persons whom they may desire to have
summoned to give evidence before the Committee. :
The Committe> then adjourned to the call of the chairman,
(Attest)
J. G. A. CREIGHTON,
Law Clerk of the Senate,
Clerk: of Commattees.

THE SENATE,
Comyirree Room No. 2,
Fripay, 3rd June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10.30 a.m.

Present the Honourable Messieurs Cloran, chairman ; Domville, Landry, Legris—4.

It was

Resolved to report necommending that the Committee be authorized to employ
counsel to assist the Committee in the conduct of their inquiry.

The Honourable Mr. Domville submitted a list of witnesses whom he desired sum-
moned to attend before the Committee.

Ordered that the Law Clerk send a letter to each of the persons named in the said
list, requesting his attendance before the Committee to give evidence on oath on a day
to be fixed later whereof notice will be given by telegram. The letters to be handed
to the Honourable Mr. Domville for delivery to the witnesses.

The Committee then adjourned to the call of the chairman.

(Attest)
J. G. A. CREIGHTON,

Liaw Clerk of the Senate,
Clerk of Committees.

THE SENATE,
Commrirtee Room No. 8,
WEDNESDAY, 8th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10.80 a.m.

Present the Honourable Messieurs Cloran, chairman; Baker, Domville, Landry,
Legris—5.

After discussion on the order of business, the Committee adjourned till to-morrow,
Thursday, 9th June, at 10 a.m., pending the action of the Senate.

(Attest)
J. G. A. CREIGHTON,
Law Clerk of the Senate,
Clerk of Committees.
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THE SENATE,
CoMmMITTEE RooM No. 8,
THURSDAY, 9th June, 1904. -

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman ; Domville, Landry, Legris—4.

The following extract from the Minutes of Proceédings of the Senate of Canada
for Friday, 8rd June, was read :—

“ The Honourable Mr. Cloran, from the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Asaoudtmu of New
York, presented their Second Reeport.

“ Ordered, That it be received, and

“ The same was read by the Clerk, and it is as follows:—

“ THE SENATE,
“ ComMmITTEE RooM, No. 2,
“ FripAy, 3rd June, 1904.

“The Select Committee appointed to investigate the position in Canada of the
Mutual Reserve Fund Life Association of New York, beg leave to make their Second
Report, as follows:—

“Your Committee recommend that they be authorized to employ counsel-at-law
to assist and advise them in the conduet of their inquiry.

“All of which is respectfully submitted.

“H. J. CLORAN,
“ Chairman.”’

Also the following extract from the Minutes of Proceedings of the Senate of
Canada for Wednesday, 8th June, was read :—

“ The House, according to Order, proceeded to the consideration of the Second
Report of the Seleect Committee appointed to investigate the position in Canada of
the Mutual Reserve Fund Life Association of New York.

“The Honourable Mr. Cloran moved, seconded by the Honourable Mr. Domville,

“ That the said Report be adopted.

“ After Debate,

The Honourable Mr. Young in amendment moved, seconded by the Honourable
Mr. Béique, ;

“That the consideration of the said Report be postponed until to-morrow.

“The question of concurrence being put on the amendment to the main motion,
it was resolved in the negative.

“ The question then being put on the main motion, it was resolved in the affirma-
tive, and

“ Ordered accordingly.”

On motion of the Honourable Mr. Domville, it was
: Resolved that C. J. Coster, Esq., K.C., be retained as counsel to advise and assist
this Committee.

On motion of the Honourable Mr. Landry, it was

Resolved that the chairman be authorized to arrange with C. J. Coster, Esq., K.C.,
the amount of his retainer and remuneration for professional services to be rendered
to this Committee.

On motion of the Honourable Mr. Landry, it was

Resolved that Mr. George C. Holland, Official Reporter of the Senate, be employed
to make a report in shorthand of the evidence taken before this Committee, and for
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clerical services required by members of the Committee, and by the counsel retained
to advise and assist the Committee.
+ Resolved to proceed with the hearing of evidence as to the position in Canada of
the Mutual Reserve Fund Life Association of New York, on Wednesday, 15th June,
- at 10 a.m. ‘

Ordered that notice that the Committee will so proceed be sent to the Mutual Re-
serve Fund Life Association of New York, and that the Association be also notified to
produce then such documents as are specified in a list to be prepared by the Com-
mittee’s counsel.

The Honourable Mr. Domville laid before the Committee the following documents
relating to the Mutual Reserve Life Insurance Company :—

No. 1. Copy of Annual Statement for the year ending 31st December, 1903, of the
condition and affairs in Canada of the Mutual Reserve Life Insurance Company.

No. 2. Copy of the Annual Statement of the Mutual Reserve Life Insurance Com-
pany of New York to the Imsurance Department of the State of New York for the
year ended December 31st, 1903.

No. 3.—Copies of statements relating to the business, assets and liabilities of the
Mutual Reserve Life Insurance Company.

The following extract from the Minutes of Proceedings of the Senate of Canada
for Wednesday, 8th June, 1904, was read, namely :—

“ The Honourable Mr. Landry rose to a question of Privilege, and moved, seconded
by the Honourable Mr. Domville,

“That an Order of this House do issue for the attendance at the Bar of this
House of J. Douglas Wells, of New York, to answer such questions as may be put te
him relative to declaration he is alleged to have made, that there were Members of
Parliament, of the Committee, and of the Government, that had to have good sums,
that it cost him over $10,000, that he had found all the money, excepting for the last
Bill, for a small amount.

“ After Debate,

“The Honourable Mr. Gibson in amendment moved, seconded by the Honourable
Mr. Watson,

“That all the words after “ That” to the end of the question be struck out, and
the following words be substituted instead : Messrs. J. Douglas Wells and George D.
Eldridge, of New York, be summoned to appear before the Select Committee appointed
to investigate the position in Canada of the Mutual Reserve Fund Life Association
of New York, in order to answer such questions as may be put to them, relative to
declarations alleged to have been made by Mr. Wells, that there were Members of
Parliament, of the Committee, and of the Governmgent, that had to have good sums,
that it cost him over $10,000, that he had found all the money, excepting for the last
Bill, for a small amount.”

“The question being put on the amendment to the main motion, it was, on a divi-
sion, resolved in the affirmative, and

“ Ordered accordingly.”

Resolved that the Committee proceed at once with the investigation of the matter
referred to in the above Order of the Senate.

Ordered that a summons be issued to George D. Eldridge, Vice-president of the
Mutual Reserve Fund Life Association of New York, to appear and give evidence
before this Committee in the matter referred to in the above Order of the Senate, on
Friday, 10th June, at 10 a.m.

James Douglas Wells, Esq., of New York, insurance manager, was examined upon
oath, and his evidence was taken down by the offic’al reporter. (Vide page 1 of Part
L., Minutes of Evidence, which appear further on).

During the examination of this witness the following exhibits were filed :—

Exhibit A.—Memo. of disbursements by J. D. Wells.

Exhibit B.—Copy of letter dated Flatbush, March 18th, 1899, to Frank R. Law-
rence, signed J. D. Wells.
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Exhibit C.—Copy of letter dated Flatbush, April 7th, 1899, addressed F. R. Law-
rence, signed J. D. Wells. ’

Ordered that the witness be discharged from attendance in the matter of privilege
now being investigated.

On motion of the Honourable Mr. Landry, the Committee then adjourned until
Triday, June 10th, at 10 a.m.

(Attest)
J. G. A. CREIGHTON,

Law Clerk of the Senate,
Clerk of Committees.

THE SENATE,
CoymmrirTee Room No. 2,
FripAay, 10th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate thy position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman ; Domville, Landry, Legris—4.

The Committee resumed the inquiry into the matter of privilege referred to them
by Order of the Senate made on Wednesday, 8th June. George D. Eldridge, of the
city of New York, Vice-president of ths Mutual Reserve Life Insurance Company,
appeared before the Committee in obedience to the summons issued for his appearance.

A. B. Aylesworth, Esq., of Toronto, King’s Counsel, appeared before the Com-
mittee, and made the following statement:—

“T appear with Mr. Eldrldge as his counsel, and ask the privilege of being heard
on his behalf, and examining him after such questions have been put to him as the
members of the Committee think desirable.”

Resolved that the application of M. Aylesworth be not entertained, the Com-
mittes being of opinion that Mr. Eldridge is in attendance merely as a witness.

On motion of the Honourable Mr. Landry, the said George D. Eldridge was then
examined upon oath, duly administered by the chairman, and his evidence was taken
down by the official reporter. (Vide page 6 of Part I., Minutes of Evidence, which
appear further on).

During the examination of the witness the following exhibits were filed :—

Exhibit D.—Printed copy of affidavit of George D. Eldridge sworn before G. B.
Clarkson, notary public, for the county of New York, on the 31st July, 1899, together
with Exhibit A referred to in said affidavit.

(Nore.—This exhibit is contained in, and consists of pages 48, 49, 50, 51, 52, 53,
and the first thirteen lines of page 54, of a pamphlet produced by the witness, entitled
“ Insurance Department State of New York.—In the matter of Mutual Reserve Fund
Life Association of New York City.—Answer of Association and Officers—Dated July
26th, 1899.—Deposition of Isaac Vanderpool, Esq., Chief Examiner, New York Insur-
ance Department, dated April 2nd, 1900.”)

Exhibit E.—This exhibit is contained in and consists of lines ten to twenty-two,
inclusive, on page 9 of a printed statement intituled “ In re motion pending before the
Honourable the Senate of Canada, in Parliament assembled, for a Committee to inves-
tigate the affairs of the Mutual Reserve Life Insurance Company.”

Ordered that the witness, George D. Eldridge, do attend before this Committee on
Wednesday, 15th June instant, at 10 o’clock in the forenoon, and that he produce with
him then and there the documents and papers mentioned in a list to be furnished to
the witness to-day by the counsel appointed to advise and assist the Committee.
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Ordered that the Law Clerk forward to Angus MacMurchy, Esq., K.C., of Toronto,
as solicitor for the company, duplicates of any official communications which the Law
Clerk may be instructed to direct to the company at its head office in New York.

The Committee then adjourned till Wednesday, 15th June, at 10 o’clock in the
forenoon. !

(Attest)
J. G. A. CREIGHTON,
Law Clerl; of the Senate,
Clerk: of Committees.

THE SENATE,
Commrrree Room No. 8,
WEDNESDAY, June 15th, 1904.

Pursuant to adjournmeni and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York, met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman Domville, Landry, Legris—4.

C. J. Coster, Esq., K.C., appeared of counsel for the Committee. A. B. Ayles-
worth, Esq., K.C., and Angus MacMurchy, Esq., K.C., appeared of counsel for the
Mutual Reserve Life Association Company.

The following telegram was submitted by the Law Clerk, and was read :—

“ June 14th, 1904.
“To J. G. A. Creighton,
Law Clerk of the Senate.
From New York, N.Y.

Order received ten-thirty Monday morning. Physical impossibility to' reach
Ottawa with any material by ten Wednesday. Hope to have preliminary answer in
Ottawa Thursday.

dEO0. D. ELDRIDGE.”

Counsel for the company applied for a delay of proceedings for twenty-four hours,
on the ground that no indication has been given to the company of what charges thoy
have to meet.

Resolved, unanimously, to proceed with the inquiry.

Counsel for the company objected to the Committee proceeding with the investi-
gation, on the ground that the Honourable Mr. Domville, one of the members of the
Committee, is directly and pecuniarily interested in the matters to be inquired into, and
that legal proceedings by him against the company relating to the said matters are
now pending.

Resolved, unanimously, to proceed with the inquiry.

John M. Stevenson, of Brooklyn, in the State of New York, manager of the
Metropolitan Department of the North American Life Insurance Company of Torento,
was duly sworn by the chairman, was examined upon oath, and his evidence was taken
down by the official reporter. (Vide page 21 of Part II., Minutes of Evidence, which
appear further on).

During the examination of this witness the following exhibits were produced and
filed :—

No. 1.—Constitution and By-laws of the Mutual Reserve Fund Life Association

No. 2.—Memorandum, written in lead pencil, and headed “ Amount of business
written and approved—1894 to 1898, inclusive.”

Company.
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No. 3.—Copy of letter from Mr. Burnham to Mr. Stevenson, dated April 1st, 1897,

No. 4—Copy of letter from Mr. Burnham to Mr. D. Moss, dated April 1st, 1897.

No. 5.—Copy of Draft of Form of Requisition to Auditor of Accounts, for veucher.

Tt was moved by the Honourable Mr. Landry, seconded by the Honourable Mr.
Domyville, to report recommending that the quorum of the Committee be reduced to
three members.

The Committee divided thereon.

Yeas:—The Honourable Messieurs Cloran, Domville, Landry—3.

Nays:—The Honourable Mr. Legris—I1.

So it was

Resolved in the affirmative.

The Committee then adjourned till to-morrow, Thursday, 16th June, at 10 a.m.

(Attest)
J. G. A. CREIGHTON,

Law Clerk of the Senate.
Clerk of Commattees.

THE SENATE,
ComMiTTeEE Room No. 8,
THURSDAY, 16th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, de Boucherville,
Cox, Domville, Gibson, Landry, Legris, Lougheed, McMullen, McSweeney, Sir Alphonse
Pelletier, Robertson, Sullivan, Watson, Wilson, Wood—17.

The following Order of the Senate, made 15th June instant, was read :(—

Extract from Minutes of Proceedings of the Senate of Canada, Wednesday, 15th
June.

« The Honourable Mr. Legris moved, seconded by the Honourable Mr. Young,

« That the Select Committee appointed to investigate the position of the Mutual
Reserve Fund Life Association of New York in Canada be enlarged to twelve mem-
bers by the addition of the names of the following Senators:—The Honourable Mes-
sieurs Cox, Watson, Wood, Lougheed, Béique, Gibson, and Sir Alphonse Pelletier.

« After Debate,

« The Honourable Mr. Boldue, in amendment, moved, seconded by the Honourable
Mr. Landry, -

«That the names of the Honourable Messieurs de Boucherville, McSweeney,
Robertson, Bernier, Sullivan, McMullen and Wilson be added thereto.

“The question of concurrence being put on the amendment to the main motion,
it was resolved in the affirmative.

“The question of concurrence being put on the main motion, as amended, the
same was resolved in the affirmative, and

“ Ordered accordingly.”

On motion of the Hon. Mr. Legris, it was

Resolved to report recommending that the quorum of the Committee be reduced to
five (5) members.

The Committee then proceeded with the inquiry.

O. J. Coster, Esq., K.C., appeared of counsel for the Committee. A. B. Ayles-
worth, Esq., K.C., appeared of counsel for the New York Mutual Reserve Insurance
Company. ; '

The official report of the evidence taken yesterday was read over to the Committee.

The examination of John M. Stevenson was then continued. (Vide page 36 of
Part II., Minutes of Evidence, which appear further on).
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Exhibit No. 6 was filed, being two extracts from pages 9 and 10 of a pamphlet
entitled “ Report of the Superintendent and Examiner of the Insurance Department
on the Examination of the Mutual Reserve Fund Life Association of New York City.
As of May 16th, 1899.”

Ordered that the witness, John M. Stevenson, be allowed to read over the short-
hand report of the evidence given by him, and that, if he desires to malke any correc-
tions therein, he may add such corrections at the end of the report under his
signature.

Ordered that the said John M. Stevenson be discharged from attendance on the
Committee.

Ordered that the said John M. Stevenson be paid, according to Rule 88 of the
Senate, a reasonable sum for his attendance, and also for his travelling expenses, the
same to be fixed by the chairman.

Ordered that George D. Eldridge, Vice-president of the Mutual Reserve Fund
Life Association of New York, be examined at the meeting of the Committee to-mor-
row.

Thie Committee then adjourned till to-morrow, the 17th June, at 10 a.m.

(Attest)
J. G. A. CREIGHTON,

Law Clerk of the Senate,
Clerk: of Committees.

THE SENATE,
Comyirtee Room No. 2,
Fripay, June 17th, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
‘gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman ; Béique, Cox, Domville, Gib-
son, Landry, Lougheed, McSweeney; Pelletier, Sir Alphonse; Robertson, Watson,
Wood—12.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve Life
Insurance Company of New York.

The following Orders of the Senate were read :—

Extract from Minutes of Proceedings of the Senate of Canada, Thursday, 16th
June, 1904. :

“ The Honourable Mr. Cloran, from the Select Committee appointed to consider
the position in Canada of the Mutual Reserve Fund Life Association of New York,
presented their Fourth Report.

“ Ordered, That it be received, and

“The same was then read by the Clerk, and it is as follows :—

“THE SENATE,
“ Commirree Room No. 2,
“ THURSDAY, 16th June, 1904.

“The Select Committee appointed to consider the position in Canada of the
Mutual Reserve Fund Life Association of New York, beg leave to make their Fourth
Report, as follows :— o ”

“Your Committee recommmend that their quorum be reduced to five (5) members.

“ All which is respectfully submitted. s

“H. J. CLORAN,

“ Chairman.

©
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“The Honourab'e Mr. Cloran moved, secondaed by the Honourable Mr. Landry,

“That the said Report be adopted, and that the said Committee be authorized to
cause the evidence taken before it to bz printed, and distributed to all members of the
Senate.

“The question of concurrence being put thereon, the same was resolved in the
affirmative, and

“ Ordered accordingly.”

Ordered that the chairman be authorized to settle as to printing of evidence and
the number of copies required.

George D. Eldridge, of the city of New York, Vice-president of the Mutual
Rpserve Life Insurance Company of New York, was duly sworn by the chairman, and
was examined upon oath, and the evidence given by him was taken down by the official
reporter. (Vide page 61 of Part II., Minutes of Evidence, which appear further on).

During his examination the following exhibits were filed :—

Exhibit No. 7.—Extracts from printed statement entitled “In re motion pending
before the Homnourable the Senate of Canada, in Parliament assembled, for a Com-
mittes to investigate the affairs of the Mutual Reserve Life Insurance Company.”

Nore.—It was ordered by the Committee that those portions only of this exhibit
which are marked are to be printed.

Exhibit No. 8.—Certified copy of the Last Will and Testament of the late Edward
B. Harper, of the city of New York, formerly president of the Mutual Reserve Fund
Life Association of New York. &

Exhibit No. 9.—Copy of letter dated 25th June, 1898, from J. W. Vrooman,
treasurer, to . A. Burnham, president of the Mutual Reserve Life Insurance Com-
pany of New York.

The Committee thien adjourned until Tuesday, 21st June, at 8 o’clock in the
evening.

(Attest)
J. G. A. CREIGHTON,
Law Clerk of the Senate,
Clerk: of Committees.

THE SENATE,
Coayrrree Room No. 8,
TuEspay, 21st June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 8 o’clock p.m.

Present the Honourable Messieurs Cloran, chairman ; Béique, Bernier, de Boucher-
ville, Cox, Domyille, Gibson, Landry, McMulllen, McSweeney, Sir Alphonse Pelletier,
Watson—12. :

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve tite Insur-
ance Company.

The examiration upon oath of George D. Eldridge, Vice-president of the Mutual
Reserve Life Insurance Company, was continued.

The Committee then adjourned until to-morrow, Wednesday, 22nd June, at 10 a.m.

(Attest)
J. Q. YOUNG,
Clerk: of ‘the Committee.
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THE SENATE,
Comuirtee Room No. 8,
WEDNESDAY, 22nd June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the poition in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Domville, Landry,
McSweeney, Sir Alphonse Pelletier, Robertson, Watson, Wilson.—8.

C. J. Coster, Esq., X.C., appeared of counsel to advise and assist the Committee,
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of George D. Eldridge, Vice-president of the Mutual
Reserve Life Insurance Company, was continued.

During the said examination the following exhibits were filed :—

Exhibits Nos. 10a, 105, 10¢, 10d, 10e, 10f, 10g, being leaflets issued by the Mutual
Reserve Fund Life Association of New York.

Exhibit No. 11.—Copy of statement as to real estate and investment expenses.

It was moved by the Honourable Mr. Watson that the Committee do now adjourn.

The Committee divided thereon.

Yeas:—The Honourable Messieurs Sir A. Pelletier, Watson, Wilson—3.

Nays:—The Honourable Messieurs Domville, Landry, McSweeney, Robertson—4.

So it was

Resolved in the negative.

On motion of the Honourable Mr. Landry, seconded by the Honourable Mr.
McSweeney, the Committee adjourned until to-morrow, Thursday, 28rd June, at 10
a.m.

(Attest)
J. C. YOUNG,

Clerk of the Committee.

THE SENATE,
CommrirTee Room No. 8,
THURSDAY, 23rd June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Baker, Béique, de Boucher-
ville, Cox, Doraville, Gibson, Landry, Legris, McMullen, MecSweeney, Robertson,
Sullivan, Watson, Wilson, Wood—186.

C. J. Coster,, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of George D. Eldridge, Vice-president of the Mutual
Reserve Life Insurance Company, was continued.

During the said examination the following exhibit was produced and filed :—

Exhibit No. 12.—Return to Canada as to the company’s business, 1885 to 1903.

The Committee adjourned until 8.15 p.m. this day, if the Senate be not then
sitting, and if the Senate is then sitting, until to-morrow, F riday, 24th June, at 10
a.m.

(Attest)
J.-C. YOUNG,
Clerk of the Committee.
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THE SENATE,
Commirtee Room No. 8,
FrpAY, 24th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed‘to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Baker, Domville, Gibson,
Landry, McMullen, Sir Alphonse Pelletier, Robertson, Sullivan, Watson, Wilson,
Wood—12.

Q. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Angus MacMurchy, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company. :

The examination on oath of George D. Eldridge, Vice-president of the Mutual
Reserve Life Insurance Company, was continued.

During the examination of the said witness certain questions were put to him by
the Honourable Mr. Landry, which questions the witness declined to answer. The said
questions and replies made thereto were taken down by the shorthand writer employed
by the Committtee as follow :—

“ Q. What is the salary of the president?—A. I respectfully decline to answer.

“ Q. What is the salary of the vice-president ?—A. I respectfully decline to answer.
“Q. There are two vice-presidents%—A. Yes.

“ Q. The same answer applies to both vice-presidents?—A. Yes.
“ Q. What is the salary of the secretary?—A. I respectfully decline to answer.

“ Q. What is the salary of the treasurer?—A. I respectfully decline to answer.

“ Q. Is there any other officer%—A. The comptroller.

“ Q. What is the salary of the comptroller “—A. I respectfully decline to answer.

“(Q. What is the salary of the medical director?—A. I respectfully decline to
answer.

“Q. Is the counsel a member of the Association?—A. I think he is a constitu-
tional officer under the present constitution.

“Q. At all events, if he is, what is his salary?—A. I vespectfully decline to
answer.

“Q. Is there any other officer =—A. There are two assistant secretaries that are
constitutional officers, I think.

“ Q. What are the salaries of each of the two assistant secretaries *—A. I respect-
fully decline to answer. -

“Q. Do you know what those salaries are—A. From memory I could state some
of them, and from memory I could not state exactly others.

“Q. You could tell us what is your own?—A. I could.

“ Q. But you decline %—A. I respectfully decling to answer.

“ (. Why do you decline %—A. Because I regard the information as coming to me
confidentially in my position as chairman of the Executive Committee. I regard
it as a matter of great detriment to the policy-holders of the company to have this
information spread upon the public records to be printed and scattered broadcast. In
addition to that, under the law of the Dominion of ‘Canada, to which we are subject,
there is an officer iestablished who has the absolute power to visit our office, and ascer-
tain any information that he may desire in connection with the company ; and in
addition to that, I have to say that the Insurance Department of New York, in the
State of New York, under our jurisprudence, gives absolute credence and faith to
every act of the Insurance Department of Canada with reference to (Canadian com-
panies, and we are entitled to thie same credence and the same treatment in reference
to the acts of our own Insurance Department as the acts of the Canadian department
are given in reference to Canadian companies. And, furthermore, that my declining
to answer is by advice of my counsel.”

1—s8
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On motion of the Honourable Mr. Landry, seconded by the Honourable Mr.
Wilson, it was

Ordered that the witness do answer the said questions.

And the witness persisting in his refusal to answer, it was, on motion of the
Honourable Mr. Landry,

Resolved to report at the next sitting of the Senate the refusal of the said George
D. Eldridge to comply with the order of the Committee, and to request the action of
the Senate thereon. :

The examination of the said witness, George D. Eldridge, was then continued.

The following exhibits were filed :—

Exhibit No. 13.—Deposition of Isaac Vanderpool, Esq., Chief Examiner, New
York Insurance Department, in the New York Supreme Court, in r¢e Mutual Reserve
Fund Life Association vs. J. Thomson Paterson.

Exhibit No. 14.—Opinion of J. C. Davies, Attorney General of the State of New
York, in the matter of the application of James R. Maclay and others, to bring an
action to remove Frederick A. Burnham as president of the Mutual Reserve Fund Life
Association.

The Committee then adjourned to the call of the chairman.

(Attest)
J. C. YOUNG,
Clerk of the Commaittee.

THE SENATE,
Commirree Room No. 8,
MoxpAy, 27th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 8.15 p.m.

Present the Honourable Messieurs Cloran, chairman ; Baker, Béique, Bernier,
de Boucherville, Domville, McSweeney, Watson, Wood—9.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

George D. Eldridge was re-called.

It was moved by the Honourable Mr. de Boucherville, that the further examina-
tion of Mr. Eldridge be not proceeded with at present, in view of the fact that at the
last sittfng of the Committee the witness who is now about to be examined, Mr. Eld-
ridge, vice-president of the Mutual Reserve Fund Life Association of New York,
declined to answer certain questions put to him by an honourable senator of this Com-
mittee, that this Committee reported the attitude of the witness to the Sgnate, and
that this Committee asked the honourable Senate to take action in regard to the said
attitude of the said witness Eldridge in declining to answer the questions put to him;
and that, under the circumstances, this Committee cannot deal with or take evidence
from the present witness until the honourable Senate has decided the matter in the
first place; that these facts are known to him, Senator de Boucherville, by what trans-
pired in the Senate itself, and that, in his opinion, the examination of the said witness
Eldridge cannot be continued until the Senate has decided in the matter; that the
Senate decided to postpone the further consideration of it till Tupesday, the 28th June;
that the Senate not having taken action in the matter, this Committee ought not to
continue the sittings.

In amendment thereto, it was moved by the Honourable Mr. Wood, that the
examination of George D. Eldridge be proceeded with.

" The Committee divided thereon.

Yeas:—4; Nays:—3.

So it was .

csolved in the affirmative.
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The examination on oath of George D. Eldridge was then continued.

Txhibit No. 15.—Letter of J. C. Davies, Attorney General of the State of New
York, to the Superintendent of Insurance of the State of New York, re the bringing
of an action against the Mutual Reserve Fund Life Association, was filed.

The Committee then adjourned until Tuesday, 28th June, 1904, at 10 a.m.

(Attest)
J. C. YOUNG,
Clerk of the Committee.

THE SENATE,
Commrrree Room No. 8,
TuESDAY, 28th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, de Boucherville,
Domville, McMullen, McSweeney, Watson, Wilson, Wood—9.

0. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C,, appeared of counsel for ths Mutual Reserve Life Insur-
ance Company.

The examination on oath of George D. Eldridge was continued.

The following exhibits were filed:—

No. 16.—Statement as to premiums received, payments to policy-holders, and
expenses.

No. 17.—Certified copy of Report of the State of New York Insurance Depart-
ment on examination of the Mutual Reserve Fund Life Association of New York city,
as of December 31st, 1901.

No. 18.—Certified copy of an extract from minutes of a meeting of the directors
of the Mutual Reserve Fund Life Association, February 19th, 1896, as to will of
Tdward B. Harper, and contingent fund.

No. 19.—Certified copy of an extract from the minutes of a meeting of the
directors of the Mutual Reserve Fund Life Association, August 3rd, 1898, as to audit
of contingent fund.

No. 20.—Certified copy of an extract from minutes of a meeting of the directors
of the Mutual Reserve Fund Life Association, August 10th, 1898, as to contingent
fund.

No. 21.—Report of Committee of Board of Directors of the Mutual Reserve Fund
Tife Association on certain letters of John W. Vrooman to the president and vice-
president, this report being exhibit No. 10, contained in pages 87 to 106 of a pamphlet,
entitled “ Insurance Department, State of New York.—In the matter of the Mutual
Reservie Fund Life Association of New York city.—Answer of Association and Officers.
Dated 26th July, 1899.”

On motion of the Honourable Mr. Béique, it was

Resolved that a further report be made to the Senate that the witness, Mr. Eld-
ridge, has voluntyered to givie for each year the amount in the aggregate, but not in
total, paid to the officers of the company, as asked for by the Committee.

The Committee then adjourned until 8.15 p.m this day.

(Attest)
J. C. YOUNG,
Clerk of the Committee.
1—-B}
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THE SENATE,
CommirTee Room No. 8,
TuEspAy, 28th June, 1904.

Pursuant to adjournment, the Select Committee appointed to investigate the
position in Canada of the Mutual Reserve Fund Life Association of New York met
again this day at 8.15 p.m.

Present the Honourable Messieurs Baker, Béique, Domville, Gibson, Legris,
McMullen, McSweeney, Watson, Wilson, Wood—10.

In the absence of the chairman, on motion of the Honourable Mr. McMullen, it
was

Reesolved that the Honourable Mr. Wood do take the chair.

The Honourable Mr. Wood accordingly took the chair.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist.the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for ths Mutual Reserve Life Insur-
ance Company.

The examination on oath of George D. Eldridge was continued.

The Honourable Mr. Cloran, chairman, took the chair.

The Committee adjourned until Wednesday, 29th June, at 10 a.m.

(Attest)
&0 YOTIING,
Clerk of the Committee.

THE SENATE,
ComumITTEE RooMm No. 8,
WEDNESDAY, 29th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran ,chairman; Baker, Béique, Domville,
Gibson, McMullen, McSweeney, Watson, Wilson, Wood—10.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

Georgz D. Eldridge appeared, and by permission of the Committee made certain
statbments in correction and explanation of his evidence.

James Douglas Wells, of the city of New York, U.S.A., insurance agent, was duly
sworn by the chairman, and was examined upon oath. (Vide page 2323 of Part IV.,
Minutes of Evidence, which appear further on).

The following exhibits were filed :—

No. 22.—Copy of draft and voucher for payment to Moton D. Moss of $7,260.

No. 23.—Copy of voucher to the book-keeper of the Mutual Reserve Fund Life
Association re payment of $7,260 to Moton D. Moss.

No. 24.—Copy of letter dated 22nd April, 1898, from J. S. Hoffecker, auditor of
accounts, to F. A. Burnham, president.

No. 25.—Copy of letter dated 9th July, 1898, from J. S. Hoffecker to J. D. Wells.

No. 26.—Copy of letter dated 8rd August, 1898, from J. S. Hoffecker to F. A.
Burnham.

No. 27.—Letter dated 5th July, 1898, from J. D. Wells, second vice-president to
F. A. Burnham, president.

No. 28.—Copy of letter dated 18th July, 1898, from J. D. Wells to F. A. Burnham.

No. 29.—Copy of recommendations by Mr. Eldridge, 19th August. 1898,



THE MUTUAL RESEEVE FUND LIFE ASSOCIATION xxi

APPENDIX No. 1

No. 30.—Copy of letter dated 29th October, 1897, from Moton D. Moss, general
manager, to J. N. Stevenson, assistant secretary, as to Spiess & O’Connor account.
The Committee adjourned until 8.15 p.m. this day.
(Attest)
J..0. YOUNG,
Clerk of the Committee.

’ THE SENATE,
CoummiTTEE Room No. 8,
WEDNESDAY, 29th June, 1904.

Pursuant to adjournment and notice, the Se'ect Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met again this day at 8.15 p.m.

Present the Honourable Messieurs Cloran, chairman; Baker, Béique, Domville,
Legris, McMullen, McSweeney, Watson, Wilson, Wood—10.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
A. B. Aylesworth, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of James Douglas Wells was continued.

The Committee adjourned until to-morrow, Thursday, 30th June, at 10 a.m.

(Attest)
J. 0. YOUNG,
Clerk of the Commaittve.

THE SENATE,
Commrrtee Room No. 8,
THURSDAY, 30th June, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Baker, Béique, Domville,
Gibson, Legris, McMullen, McSweeney, Watson, Wilson, Wood—11.

C. J. Qoster, Esq., K.C., appeared of counsel to advise and assist the Committee.

(Clive Pringle, Esq., barrister-at-law, appeared of counsel for the Mutual Reserve
Life Insurance Company.

The examination on oath of J. D. Wells was continued.

The following exhibits were filed :—

No. 31.—Certified copies of contracts between Moton D. Moss and Mutual Reserve
Fund Life Association.

No. 32.—Letter dated 29th July, 1896, from J. D. Wells to F. A. Burnham.

The Committee then adjourned to the call of the chairman.

(Attest)
J. 0. YOUNG,
Clerk of the Commattee.
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THE SENATE,
ComMirTeEe Room No. 8,
TugspAy, 12th July, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present ths Honourable Messieurs Cloran, chairman; Béiaue, Domville, Landry,
Lougheed, McMullen, McSweeney, Sullivan, Watson, Wilson—10.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the, Committee.

Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life
Insurance Company.

On application of counsel for the Mutual-Reserve Life Insurance Company, James
Douglas Wells was re-called, and further examined upon oath. (Vide page 284 of
Part IV., Minutes of Evidence, which appear further on).

James Thompson Patterson, of the city of New York, insurance agent, was duly
sworn by the chairman, and was examined upon oath. (Vide page 318 of Part V.,
Minutes of Evidence, which appear further on). .

The following exhibits wexe filed :—

No. 83.—Statement of Bankers’ Life Association.

No. 34—Comparison between statements in sworn report of Insurance Depart-
ment, New York State, and statements made by Mutual Reserve Fund Life Associa-
tion.

The Committee then adjourned until 8.15 p.m. this day.

(Attest)
J. C. YOUNG,
Clerk of the Commattee.

THE SENATE,
ComMmItTEE RooMm No. 8,
Tuespay, 12th July, 1904.

Pursuant to adjournment, the Select Committee appointed to investigate thl
position in Canada of the Mutual Reserve Fund Life Association of New York met
-again this day at 8.15 p.m. :

Present the Honourable Messieurs Cloran, chairman; Baker, Béique, de Boucher-
ville, Domville, Gibson, Landry, Lougheed, McMullen, McSweeney, Sir Alphonse
Pelletier, Watson, Wilson—13.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the, Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of J. Thompson Patterson was continued.

The following exhibit was filed :—

No. 35.—Table showing total income and amount expended in management ol
each $1,000 of income, and memorandum as to premium note account, 1902.

Exhibit No. 36.—New York Supreme Court.—Copy of Affidavit, Summons and
Verified Complaint.—The Mutual Reserve Fund Life Association (against) John
"Thompson Patterson,—was produced and filed.

The Honourable Mr. Béique objected to the bill of complaint going on the record,
and moved that Exhibit No. 86 be simply marked for identification, and that it be not
printed in the evidence.

The Committee divided thereon.

Yeas:—4; Nays:—6.

The motion was declared lost.
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The Honourable Mr. Béique asked that the names be taken down.

The chairman rulied that there being nothing before the chair the names could not
be taken.

Exhibit No. 87.—Comparison between sworn annual statements to Insurancs
Departments of the State of New York and of the Dominion of Canada, was filed.

' It was moved by the Honourable Mr. Landry that the Committee adjourn till

to-morrow.

The question being put, the Committee divided thereon. :

Yeas:—The Honourable Messieurs Cloran, Domville, Landry, Lougheed,
McSweeney, Sullivan—6.

Nays :—The Honourable Messieurs Béique, Gibson, Watson, Wilson—4.

So it was

Resolved in the affirmative.

The Committee adjourned until to-morrow, Wednesday, 13th July, at 10 a.m.

(Attest)
J. C. YOUNG,
Clerk of the Commaittee.

THE SENATE,
ComMITTEE Room No. 8,
WEDNESDAY, 13th July, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Domville, Gibson,
Landry, Legris, Lougheed, McMullen, McSweeney, Sullivan, Watson, Wilson—12.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for thie Mutual Reserve Life Insur-
ance Company. :

The examination on oath of James Thompson Patterson was continued.

The following exhibits were filed :—

No. 38.—Table of expenses other than agents’ commissions.: .

No. 39.—Statement as to mortuary receipts used for expenses.

No. 40.—Statement as to cost of new business, 1901-1903, &c., &c.

No. 41.—Statements as to cost of new business Atna Life Insurance Company,
Equitable Life Assurance Society, and North-western Mutual Life Insurance Com-
pany, 1901-1903.

No. 42.—Summary of amounts paid to agents, 1890 to 1903.

No. 43.—Statement as to income, disbursements, and net assets.

No. 44.—Statement as to “ Selection against the Company,” increase of death
rate, &e.-

The Committee then adjourned until 8.15 p.m. this day.

(Attest)
J. C. YOUNG,
COlerk of the Committee.
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THE SENATE,
CommrirTee Room No. 8,
WEDNESDAY, 13th July 1904.

Pursuant to adjournment, the Select Committee appointied to investigate the
position in Canada of the Mutual Reserve Fund Life Association of New York met
again this day at 8.15 p.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Domville, Gibson,
Landry, Legris, Lougheed, McMullen, McSweeney, Sir Alphonse Pelletier, Robertson,
Sullivan, Watson, Wilson—14.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of J. Thompson Patterson was continued.

The following exhibits were filed :—

No. 45.—Statement as to total death claims paid and death claims compromised.

No. 46.—Comparative statement as to deferred premiums.

It was moved by the Honourable Mr. Lougheed,

That the Committee reconsider its action of the 12th instant in admitting Exhibit
No. 36.

In amendment thereto, 1t was moved by the Honourable Mr. Landry,

That all the words after “ That” be struck out, and the following substituted :—

“ the Exhibit No. 86, accepted yesterday, the 12th instant, by this Committee, be
considered as tending to prove the consideration for which a sum of $5,000 has been
paid by the Mutual Reserve Company to one Patterson, and not as a proof of the truth
of the charges which such document contains.”

It was objected, by the Honourable Mr. Béique, that the amendment was out of
order, on the ground that Exhibit No. 36, having been offered for evidence and received
as such, could not now be qualified as sought to be done by the amendment; that,
moreover, the said amendment was not in accordance with the facts.

The chairman thereupon ruled that it was in the power of this Committee to
qualify its previous action in accepting Exhibit No. 36, and that, inasmuch as the
amendment offered was not a flat contradiction of such actlon nor of the main motion,
the amendment was in order.

The question being put upon the amendment, the Committee divided thereon.

Yeas:—The Honourable Messieurs Cloran, Domville, Landry, MecMulles,
MecSweeney, Sullivan, Wilson—7.

Nays:—The Honourable Miessieurs Béique, Glbson, Lougheed, Sir Alphonse Pelle-
tier, Watson—o5.

So it was resolved in the affirmative.

The Honourable Mr. Béique having appealed from the decision of the chairman,
it was

Resolved that the chairman do report the facts to the Senate.

The motion of the Honourable Mr. Lougheed, as so amended, was then carried on
the same division.

The Committee then adjourned until to-morrow, Thursday, 14th July, at 10 a.m.

(Attest)
J. C. YOUNG,
Clerk of the Committee.
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THE SENATE,
CommitTee Room No. 2,
THURSDAY, 14th July, 1904.

Pursuant to adjournment, the Select Committee appointed to investigate the
position in Canada of the Mutual Reserve Fund Life Association of New York met
this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Landry, Legris,
Lougheed, McMullen, McSweeney, Sir Alphonse Pelletier, Robertson, Sullivan, Wilson,
Watson—12.

Q. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee,
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of J. Thompson Patterson was continued.

The Committee then adjourned until 8.15 p.m. this day.

(Attest)
J. C. YOUNG,
Clerk of the Commiattee.

THE SENATE,
Commitree Room No. 8,
THURSDAY, 14th July, 1904.

Pursuant to adpournment, the Select Committee appointed to investigate the
position in Canada of the Mutual Reserve Fund Life Association of New York met
again this day at 8.15 p.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Domville, Gibson,
Lougheed, McMullen, McSweeney, Sir Alphonse Pelletier, Robertson, Sullivan, Wat-
son, Wilson—12.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

Edmond Pendleton, of Richmond, Virginia, U.S.A., was duly sworn by the chair-
man, and was examined upon oath. (Vide page 417 of Part V., Minutes of Evidence,
which appear further on).

Ordered that the said witness be discharged from further attendance.

The examination on oath of J. Thompson Patterson was continued.

The Committee then adjourned until Monday, 18th July, at 8.15 p.m.

H (Attest)
J. C. YOUNG,
Clerk of the Committee.

THE SENATE,
CommiTTEE Room No. 8,
MoxnpAay, 18th July, 1904.

Pursuant to adjournment and notice, the Select Committes appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 8.15 p.m.

Present the Honourable Messicurs Cloran, chairman; Béique, Domville, Landry,
Lougheed, McMullen, Sir Alphonse Pelletier, Robertson, Sullivan, Watson, Wilson
—11. :
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C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

On application of counsel for the Mutual Reserve Life Insurance Company, it was

Ordered that Mr. Thomas Bradshaw, actuary, of Toronto, Ontario, Vice-presi-
dent of the Imperial Life Insurance Company, be summoned to attend before the
Committee on Wednesday, 20th July instant, at 10 o’clock a.m. :

The Honourable Sir Alphonse Pelletier moved that the witness, John Thompson
Patterson, be discharged from further attendance on the Committee.

The question being put thereon the Committee divided.

Yeas:—4; Nays:—5.

So it was

Resolved in the negative.

George D. Eldridge was re-called, duly sworn by the chairman and further
examined, in rebuttal.

The following exhibits were filed :—

No. 47.—Balance sheet, 1895 to 1901.

No. 48.—Statement as to claims paid at less than face in Canada, 1895 to 1903.
both inclusive.

The Committee then adjourned until to-morrow, Tuesday, 19th July, at 10 a.m.

(Attest)
J. C. YOUNG,

Clerk of the Commattee.

THE SENATE,
Comyrrree Room No. 2,
TuEsDAY, 19th July, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Domville, Landry,
Lougheed, McMullen, McSweeney, Robertson, Sullivan, Watson, Wilson—11.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of George D. Eldridge, in rebuttal, was continued. (Vide
page 450 of Part V., Minutes of Evidence, which appear further on).

The following exhlblts were filed :—

No. 49.—Statement as to the Bankers’ Life Association.

No. 50a, 50b, 50c.—Statements showing expenditure and receipts re Moton D.
Moss.

No. 51.—Voucher, accounts and memorandum re credit to Moton D. Moss for
$37,390.97.

Resolved to report that printed copies of the evidence adduced before the Com-
mittee are not furnished as speedily as required, the last printed copy supplied contain-
ing the evidence to the 30th June only, the evidence taken since the Senate
reassembled on the 11th July not having been printed for the Committee; and that the
Committee are informed that this delay is due to the pnntmg being held back, but by
whose orders is unknown, no such order having been given by the Snnate or by this
Committee.



THE MUTUAL RESERVE FUND LIFE ASSOCIATION XXVii

APPENDIX No. 1

The Committee then adjourned until 8.15 p.m. this day, or if the Senate be then
sitting, until 10 a.m. to-morrow, Wednesday, 20th July.
(Attest)
J. C. YOUNG,
Clerk of the Committee.

THE SENATE,
TuespAy, 19th July, 1904.

The Senate sitting this evening, the Select Committee appointed to investigate
the position in Canada of the Mutual Res0rve Fund Life Association of New York
did not meet.

(Attest)
3.0 . YOUUNG,;
Clerk of the Commiattee.

THE SENATE,
ComMitTTEE RooM No. 8,
WEDNESDAY, 20th July, 1904.

Pursuant to adjournment and notice, the Select Committes appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Domville, Landry,
Lougheed, McMullen, MecSweenpey, Sir Alphonse Pellntler Robertson, Sullivan, Wat-
son, Wilson—12.

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The Honourable Mr. Landry moved that the Superintendent of Printing be sum-
moned to appear before this Committee to give reasons for the delay in the printing
of the evidence.

The question being put thereon the Committee divided.

Yeas:—6; Nays:—3.

So it was

Resolved in the affirmative.

The examination on oath of George D. Eldridge, in rebuttal, was continued.

The following exhibits were filed :—

No. 52.—Certified copy of endorsement on indictment filed 4th June, 1901, by the
Grand Jury, county of New York, against James Thompson Patterson.

No. 53a. 53b, 53¢, 53d, 53e.—Comparative tables as to expenses in Canada.

No. 54—Memorandum and statement as to determination of proper share of
expenses chargeable to Canadian assessment business.

The Committee then adjourned until 8.15 p.m. this day, or if the Senate is then
sitting, until 10.15 a.m. to-morrow, Thursday, 21st July.

(Attest)
J. C. YOUNG,
Clerk of the Committee.
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THE SENATE, :
WEDNESDAY, 20th July, 1904.

The Senate being then sitting, the Select Committee appointed to investigate the
position in Canada of the Mutual Reserve Fund Life Association of New York, did
not meet this evening at 8.15 p.m.

; (Attest)
J. C. YOUNG,
Clerk of the Committee.

. THE SENATE,
Commirtee Room No. 2,
THURSDAY, 21st July, 1904.

Pursuant to adjournment and notice, the Select Committes appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10.15 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Domville, Landry,
Lougheed, McMullen, McSweeney, Watson, Wilson—9.,

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

The examination on oath of George D. Eldridge, in rebuttal, was continued.

Thomas Bradshaw, of the city of Toronto, actuary, and vice-president of the
Imperial Life Insurance Company of Canada, was duly sworn by the chairman, and
was examined upon oath. (Vide page 516 of Part VIIL., Minutes of Evidence, which
appear further on).

The Committee then adjourned until 8.15 p-m. this evening, or if the Senate be
then sittting, until 10 a.m. to-morrow, F riday, 22nd July.

(Attest)
J. C. YOUNG,
Clerk of the Committee.

THE SENATE,
THURSDAY, 21st July, 1904.

The Senate being then sitting, the Select Committee appointed to investi-
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York did not meet this evening at 8.15 p.m.

(Attest)
J. C. YOUNG,
Clerk of the Committee.
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THE SENATE,
CommirTeE Room No. 8,
Fripay, 22nd July, 1904.

Pursuant to adjournment and notice, the Select Committee appointed to investi
gate the position in Canada of the Mutual Reserve Fund Life Association of New
York met this day at 10 a.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Bernier, Domville,
Landry, Lougheed, McSweeney, Sir Alphonse Pelletier, Robertson, Sullivan, Watson,
Wilson—12. :

C. J. Coster, Esq., K.C., appeared of counsel to advise and assist the Committee.
Victor Geoffrion, Esq., K.C., appeared of counsel for the Mutual Reserve Life Insur-
ance Company.

J. L. Culbert, of the city of Ottawa, insurance agent, was duly sworn by the
chairman, and was examined upon oath. (Vide page 527 of Part VIII., Minutes of
Evidence, which appear further on).

Ordered that the witness Thomas Bradshaw be discharged from further attend-
dance on the Committee.

Ordered that the witness John L. Culbert be discharged from further attendance
on the Committee.

The examination on oath of George D. Eldridge, in rebuttal, was continued.

Exhibit No. 55.—Cost of construction of the Home Office building, was filad.

John A. Hyland, of New York, book-keeper of tha Mutual Reservie Life Insurance
Company, was duly sworn by the chairman, and was examined upon oath.

Ordered that the said ~witness be discharged from further attendance on the
Committee.

James Dalton, of the city of Ottawa, assistant clerk of English J ournals, House
of Commons, was duly sworn by the chairman, and was examined upon oath.

Ordered that the said witness be discharged from further attendance on the
Committee.

It was moved by the Honourable Mr. Landry that the Committee rise and report
the evidence to the Senate.

In amendment thereto, it was moved by the Honourable Mr. Béique, that, before
the Committee rise the evidencg of Messrs. Cannon and Cameron be heard in reference
to the charge as published in part one of the evidence taken before this Committee, the
said two witnesses being now in attendande.

The question being put upon the amendment, the Committee divided thereon.

Yeas:—3; Nays:—T.

So it was

Resolved in the negative.

The question being then put on the main motion of the Honourable Mr. Landry,
it was, on the same division, reversed.

Resolved in the affirmative.

The Committee then adjourned.

(Attest)
J. C. YOUNG,
Clerk of the Commattee.
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THE SENATE,
ComMmITTEE Room No. 8,
THURSDAY, 28th July, 1904.

Pursuant to notice, the Select Committee appointed to investigate the position in
Canada of the Mutual Reserve Fund Life Association of New York met this day at
8.15 p.m.

Present the Honourable Messieurs Cloran, chairman; Béique, Bernier, Domville,
Landry, McMullen, Sir Alphonse Pelletier, Robertson, Sullivan, Watson, Wilson—11.

The chairman submitted to the Committee a draft prepared by C. J. Coster, Esq.,
K.C., counsel appointed to advise and assist the Committee, of a proposed report, con-
taining a summary of the evidence taken before the Committee.

The Honourable Messieurs Béique, Sir A. Pelletier and Watson protested against
the presentation and reading of the said draft report, and requested that their protests
be entered of record.

The Honourable Mr. McMullen moved that the said draft report be read by the

- ‘chairman.

The question being put thereon the Committee divided.

Yeas:—6; Nays:—3.

So it was

Resolved in the affirmative.

The said draft report was then read by the chairman, and is as follows:—

The Honourable Mr. McMullen moved that the draft report just read by the chair-
man be accepted as read, and reported to the Senate by the chairman.

The question being put thereon the Committee divided.

Yeas:—5; Nays:—3.

So it was

Resolved in the affirmative.

The Honourable Messieurs Béique, Sir A. Pelletier and Watson again entered
their protests against such action.

Resolvad that the Committee do rise and report the proceedings.

(Attest)
J. C. YOUNG,
Clerk of the Commiattee.

N.B.—The said Report was later on declared null and void by the Senate, and
ordered not to appear in the Journals.
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MINUTES OF LEVIDENCE

PART 1.

TraE SENATE, OTTAWA,
CommirTEE Room No. 8§,
THURSDAY, June 9, 1904.

James Doucras WELLS, of the City of New York, was called, and having been duly
sworn by the Chairman of the Committee, was questioned by C. J. Coster, Esq., K.C,,
Counsel appointed by the Committee to advise and assist them, and deposed as follows :—

Q. You reside in New York %—A. T do.

Q. You were vice-president of the Mutual Reserve Fund Life Association ?—A. I
was one of its vice-presidents.

Q. How long were you connected with the company %—A. In Canada I was con-
nected with the company from 1884 until 1890.

Q. Altogether how long were you %—A. From 1884 until 1899.

Q. Have you read the minutes of the Senate Debates of the nineteenth of May,
1904 ?%—A. I have.

Q. You heard what purported to be the report of the Insurance Department of the
State of New York read by the Hon. Mr. Kerr, of Toronto?—A. I did.

Q. Would you look at that on page 231 of the Revised Edition of the Senate
Debates? The statement is made there of an alleged statement of yours, that there had
been good round sums paid out, that there were Members of Parliament, of the Com-
mittee and of the Government that had to have good sums, and that it cost him (that
is yourself) over $10,000, that he had found all the money excepting for the last bill
for a small amount. Did you make any such statement as that?—A. I did not. That
is absolutely false in every particular.

Q. With whom are you supposed to have had this conversation?—A. With Mr.
Eldridge.

Q. Did you have any conversation with Mr. Eldridge at that time?—A. I did.

Q. When this evidence and memorandum is referred to? Did you have a memo-
randum with you at the time?%—A. I did not take a memorandum with me at the time.

Q. Was there a memorandum there?—A. Mr. Eldridge had a memorandum there.

Q. Who made that memorandum %—A. That memorandum was made up by myself
at the request of Frank R. Lawrence, counsel of the company, and given by him, I pre-
sume, to Mr. Eldridge.

Q. A memorandum was there which had been made by you and given to Mr.
Eldridge “—A. No, not by me. -

Q. By whom was it made?—A. It was made by me, and given to Mr. Frank R.
Lawrence, the attorney of the company—at his request, and by him given to M.
Eldridge, upon whom I was requested to call and discuss one or two items, or produce
some vouchers for expenditure as given by that memorandum.

Q. When you had this conversation with Mr. Eldridge was the memorandum
there %—A. It was. ;

Q. Have you a copy of that memorandum?--A. I have. I now produce it as
Exhibit A. It is as follows:—

WELLS
1—1
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EXHIBIT A.

MEMO. OF DISBURSEMENTS BY J.. D. WELLS.

Agents:

Buchanan Burr (check cashed by me as when agent). .
John Hopper. . ol e e g o R B e R
et T R e e S L N R
C. M. Ward (eheck for premium cashed by me)i s
J. W. Grummon. . o R T
W. C. Krensch. . AL e R e S Gl A e R
R.-W. Cantwell ...... Ao e ol e B S SR I
e AR et (R S R
A. J. Tessier...... SR IS
CEaH alBen oL e P R R
A L e T e s U
WO DB s ign
G. L. Bellows..... s S e i B P
W. Vance Harper (check for thlS was recelved by asso-
ciation and is due J. D. Wells by association, having
been erroneously credited W. V. Harper) ........
W. H. Mondon. . s a7
B Radlans o 0 o PR e
W. B. Sherman—travelling expenses, ordered by Agency
Com. $85. Cash advanced, $100.. ...
Rich & Fox, travelling expenses. e e
F. W. Holbrooke. . s e N R
A. C. Hunt (balance of $000 adv ) ..................
E. N, Lehrberg ................

Ralph Evans, London........ ......

— Cardner, London. . S e R

Oliver Sumner Teall. . AR

N. W. Bloss (loaned when dlreetor and V P)

F. Braman. . R e

J. 1. Burke, pnvate secretary F A B

C. 1. Evans. . ;

G R McChesney—Gomg south on companys busmess
$500; less repaid, $250. . SR

Mutual Reserve :

3% years dish. entertamlng agents and visitors, members,
&e., say $50 per month, authorized by Pres. Harper.

Commission on Canadian business transferred by agents :

Paid by W. Vance Harper ; loaned to him repaid by
check and erroneously credited his account 137 per
cent; paid for advertising in Fete paper in Flat-
bush

Paid for advertlsmg F'manczal Gazette 100 copxes

F. A. Burnham. . .

Add Canadian commissions.
WELLS >

$ 127 54
347 00
80 00
100 00
100 00
40 00
25 00
355 25
100 00
25 00
27 00
5 00
50 00

137 50
51 00
50 00

2,100 00

40 00
10 00
5,575 00

A. 1904
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Q. The first part of this memorandum is taken up apparently with payments
made to agents beginning with Buchanan Burr ?—A. Yes, these were all principally
agents.

Q. You say that the payments made to Buchanan Burr, who is the first named
in this memorandum, down to Oliver Sumner Teall were advances made by you to
agents —A. They were.

Q. Go through the other items and say what they were for —A. N. W. Bloss
was a former director and vice-president to whom T loaned $800. Mr. F. Braman was
the former secretary of the company, almost from its foundation, T should say. Mr.
R. R. Burke was the private secretary of the president.

Q. These items represented money loaned —A. Yes, they are all for money
loaned. C. I. Evans and G. R. McChesney are monies loaned. The next item is an
account T had against the company for $2,100.

Q. What was that for ¢—A. In my capacity as manager and director of the

‘agency department, in charge of agents throughout the United States and Canada, the
world, you may say—it devolved upon me, whenever visits were made to the home office,
to take them in charge and entertain them.

By the Hon. Mr. Landry : 3
Q. Phat is for personal disbursements 2—A. Yes, it is customary.

By Mr. Coster, Counsel for the Committee : :

Q. As manager of agencies an allowance was made to you for entertaining agents
when they came, and this item is a charge for that —A. Yes. The next item is in
blank because I could not get at the amounts. Tt was commission due me for agents
sn Canada on Canadian business—from whom orders were accepted by the company.
The next item is an amount paid by W. Vance Harper for check of his that I cashed.
The next was an amount paid for advertising. The next is an item of 100 copies
of the Financial Gazette. The mext is an amount against Mr. Burnham, money
loaned to him.

Q. Never at any time did you make any charge for money paid by you in procur-
ing legislation %—A. Never directly or indirectly.

Q. And this is the memorandum you say referred to in the statement by Mr.
Eldridge on the minutes of the Senate and the only memorandum that you ever dis-
cussed with him?—A. It is.

Q. You say that Frank R. Lawrence was the solicitor of the company —A. He
was the counsel of the company. @

Q. And you handed this memorandum to him that he gave to Mr. Eldridge, be-
cause Mr. Eldridge had it when you were there talking to him ?%—A. Certainly, he told
me So.

Q. Did you have any communications with Frank R. Lawrence on the subject ¢—
A. T did.

Q. Look at Exhibit B, which is a copy of a letter written te you by Frank Law-
rence at the time in reference to this, is it not?—A. Tt is the memorandum referred
to in the letter. It is the one that is market Exhibit A. The letter is as follow:—

EXHIBIT B.

‘ FrarpusH, March 18, 1899.
s Fraxe R. Lawrexce, Esq.,

s DEar SIR—Inasmuch as the memo. which T recently handed to you at your own
request was made up exclusively of disbursements, the largest item having been ad-
vanced to Mr. Burnham himself and the next largest upon an understanding with
Mr. Harper that it should be repaid, both items aggregating $7 ,675, T submit that it
is not difficult to deal with the memo. in a business way. -

WELLS

1—13
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‘ Permit me to remind you that our first interview on this subject took place at
your suggestion and request and that it was, among other things for the purpose of
informing me that Mr. Burnham desired to recognize my long service to the associa-
tion by prolonging my salary gratuitously—‘ So long as I pleased’. I was obliged,
however, to refuse this offer, partly because I did not desire to be considered in the ser-
vice of the association any longer, even nominally, and partly because I could not in
the meantime accept any other position without acting incongruously.

‘It was during our conversation on this subject that I informed you of the cash
disbursements which I had made and showed you two cheques representing advances
to Mr. Burnham personally to the extent of $5,575.

‘I am advised that I have a legal right to recover, at all events the two principal
items to which I have referred, and of course, I prefer to settle amicably.

¢ This matter was discussed between you and me only as a business matter. In
communicating Mr. Burnham’s proposal to me, and in my more moderate counter-
proposal to you, there was not a single suggestion about conditions, and if the matter
is further discussed, we will, T hope, pursue the same lines.

¢ At one of our interviews I showed to you and you read with great interest a
draft letter which T wrote and addressed to Mr. Burnham more than six months ago.
I have recently revised this draft—and to some extent lengthened it—and I send you
herewith a copy of the revised letter merely for your perusal and confidentially, which
please return at your convenience. 1 am anxious to send it to Mr. Burnham as soon
as possible.

‘I am very much gratified with your very courteous and considerate treatment
cf this matter throughout all our interviews. In fact, so refined has been your di-
plomacy that it has relieved a very disagreeable matter of much of its unpleasantness.

Yours very truly,
£3. D WEEES?

Q. That Burnham who is referred to in Exhibit B is the president of the com-
pany ?—A. Yes.

Q. Look at Exhibit C, which purports to be a copy of another letter written by
you to the solicitor of the company on this business —A. It is. The letter is as
follows :—

EXHIBIT C.

‘ ¢ Frarush, April 7, 1899.
¢ Frank R. Lawrence, Esq.

‘I have considered the subject-matter of our interview of yesterday very care-
fully, and have come to the conclusion that I cannot accept your proposition, nor
any other proposition for the payment to me of money by the association at this par-
ticular crisis of its affairs.

‘I have, as you know, very strong views as to the course which ought to be pur-
sued in order to.re-establish public confidence in the association. I firmly believe that
the retirement of Mr. Burnham and the reorganization of the directorate is an abso-
lute and pressing necessity, and that it is my duty to the policy-holders and the agents
of the association generally to do all in my power toward bringing about this result,
and that your proposition, no matter what form it assumed, would seriously impair
my usefulness. In fact, the more I thought of it, the less I liked it.

‘I thank you for your courtesy in the treatment of this matter, but I am sure that
you will believe that I do the right thing in refusing your proposition. }

¢ Will you kindly, therefore, intimate my decision to Mr. George Burnham, upon
whom you requested me to call to-morrow and receive a check for $5,000 on account ?

: ' " ¢ Yours truly,
: 3 ‘J. D. WELLS.
WELLS
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- Q. How much money did they offer to give you?—A. Fifteen thousand dollars,

Q. And you refused to take it —A. 1 refused to take it.

Q. How much of that money did you get back that was due you as per that memo-
randum ?—A. After writing that letter I sued the president for the amount of the
loan, which he after a year or so of pleading in the court, paid with all costs.

Q. And this fifteen thousand dollars you say was offered to you—What for ?—A.
After looking over that account which he had received back from Mr. Eldridge, I
called to see him at his request. He said, referring to the memo., ‘I have been look-
ing over this thing, I think we can satisfactorily dispose of it, and he made me two
or three offers. One was to place the amount on the salary list of the association.
He first said, ¢ We have made up our minds to give you fifteen thousand dollars. The
account does not figure up fifteen thousand dollars, about eleven or twelve thousand,
but we have made up our minds to offer you fifteen thousand dollars by way of good-
will to part on friendly terms and without further trouble or bother.

By the Hon. Mr. Landry:
Q. That was as a final settlement?—A. Yes.

By Mr. Coster, Counsel for the Committee.

Q. Were you dismissed from the company?—A. No.

Q. You resigned?—A. Yes.

Mr. Coster, K.C., calls attention to the fact that on page 9 of the company’s
circular sent to all the members of the Senate, a portion of one of these letters to
Frank R. Lawrence is quoted.

Q. You never in any way 1nt1mated either by word or in any other way, that
you had ever paid money to a member of the Parliament of Canada, or any mem-
ber of the Government —A. Never.

Q. And the statement that you did say so is absolutely false from beginning to
end —A. Absolutely false from beginning to end.

Q. Did you ever receive one cent of money from the Mutual Reserve Fund Life
Association for that purpose?—A. Never.

Q. Or from anybody else —A. Or from anybody else.

Q. Did you ever offer anybody any money for the purpose of procuring legisla-
tion?%—A. I never offered it and never was asked for it.

By the Chairman:

Q. Especially at the time when you were present during the session of Parliament
here asking for an Act of incorporation —A. No, that was at the time when insurance
legislation was before Parliament in relation to assessment companies, in 1885.

Q. That charge refers to acts which happened in 1885 %—A. Yes.

By the Hon. Mr. Landry:

Q. Did you take any part in the passing of that Act in 1885%—A. No, my brother,
Hon. R. M. Wells, was here and took part.

Q. The only thing you did at the time was to obtain your license from the Gov-
ernment?—A. That is all, and there was an assessment Bill before the House at that
time, and I attended the Committee on Banking and Commerce and was in consulta-
tion with the members of the Government. about that Bill, in fact, it was the assess-
ment Bill before the House that I was more interested in than anything else, be-
cause that Bill was the bone of contention at that time.

Q. The passing of it would enable you to get a hcense?—A Certainly, it was
why I was interested in its passing.

Q. The statement made is that ¢ there have been good round sums paid out; that
there were members of Parliament, of the Committee, and of the Government that had

to have good sums; that it cost him over $10,000; that he had to find all the money
WELLS
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except for the last bill for a small amount’—what does that mean?—A. I do not know
what he refers to, probably he means that $5,575 in my bill for disbursemepts.

Q. The statement is that ‘ He found all the money except for the last bill for a
small amount’ ?—A. I do not know what he refers to.

By Mr. Coster, K.C., Counsel for the Committee:

\Q. This alleged interview with Mr. Wells mentioned by Mr. Kerr—who made the
report of that alleged interview —A. It is. made to the Insurance Department by Mxr.
Eldridge or some one in behalf of the company. :

Q. Did not the Insurance Department make a report upon it?%—A. No, there was
no report from the Department of Insurance in reference to any charges made by me.
In fact the Superintendent of Insurance says in his official report that he did not go
into the charges. That is in the official report.

Q. This is simply a statement made by Mr. Eldridge *—A. Made by Mr. Eldridge
and somebody else connected with the company.

By the Hon. Mr. Landry :

Q. There is nothing in the item for Canadian commissions to cover payments
made to members of Parliament, or members of the Committee, or members of the
Government?—A. Not at all. I was in the habit of receiving accounts for com-
missions from the company. This was upon business of the company in which the
agents to whom I had personally advanced moneys had an interest by way of renewal
commissions.

JAMES DOUGLAS WELLS.

The Committee adjourned until to-morrow, June 10, 1904,

THE SENATE, OrrAWwa,
Commrrree Roonm No. 2, :
Frmay, June 10, 1904.

GEorGE D. ELDRIDGE, of the City of New York, Vice-President and Actuary of the
Mutual Reserve Life Insurance Company, was called, and having been duly sworn
by the Chairman of the Committee, was examined by Mr. Coster, K.C., Counsel ap-
pointed by the Committee to advise and assist them, and deposed as follows :—

Q. Have you read a copy of the Senate Debates of May 19th, with reference to
statements made by the Hon. Mr. Kerr?—A. I have seen that before.

Q. Have you read it?%—A. I have.

Q. The Hon. Mr. Kerr purports to be quoting from a report of the Insurance
Department, or was it a statement made to the Insurance Department made by you—
what is this copied from, do you know %—A. Tt is copied from the printed answers of
the officers of the Mutual Reserve Fund Life Association, as it then was. That was
prior to the incorporation under a new name—made to the Insurance Department of
New York, to certain charges, copies of which were furnished by that department, said
charges having been filed, as we were informed, by Mr. J. D. Wells and Mr. James
Stevenson.

Q. Were these statements made under oath —A. They were.

Q. And these statements with reference to the payments of sums of money to
Members of Parliament, of the Committee and of the Government, were made by you,
were they, to the department?—A. The statement from which an extract is there
ELDRIDGE
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made—T have not compared that extract word by word—was contained in an affidavit
made by me and embraced within the answer furnished to the Insurance Department.

Q. Is this the language that you used, as near as you remember—that there had
been good round sums paid out, that there were members of Parliament, of the Com-
mittee and of the Government that had to have good sums, and that it cost him—
that would be Mr. Wells, would it?—A. Yes.

Q. Over ten thousand dollars, that he had found all the money excepting for the
last bill for a small amount 7—A. In substance that is the statement made by me in
my affidavit as having been made to me by Mr. Wells.

By the Hon. Mr. Landry:

Q. Have you a copy of that-affidavit %—A. T have a printed copy of it as it ap-
peared in the answer to the department (copy produced).

By Mr. Coster, K.C., Counsel for the Committee :

Q. What is this?—A. That is a printed copy of our answer to the Insurance
Department of New York.

Q. Pages 49 to 54 of this pamphlet are the affidavit which you produce?—A. Yes.
(Pages 49 to 54 of printed copy, filed as Exhibit D.)

" Q. You admit this is what you swore to: —

‘T then took up the memorandum and said to him again: Now, this is what you
want paid, the amounts contained in this memorandum, together with an equivalent
to a year’s salary, and the association is to thereafter have your good-will, to which
he replied: Yes, but that he would not make anything out of it, that he had spent
lots of money that was not contained in the memorandum, that he had paid all the
cost of the legislation in Canada that passed the law by which the association pro-
cured its license to do business in the Dominion, for which he had never been repaid.
That there had been good round sums paid out; that there were members of Parlia-
ment, of the Committee, and of the Government that had to have good sums, that it
cost him over ten thousand dollars, that he had found all the money excepting for the
last bill for a small amount.’

Q. That is what you stated 9—A. That is a portion of the affidavit made by me.

Q. I am asking whether you made that statement—is that portion of it correct?
—A. T made that statement. If I may be permitted, T would ask the committee to
include the whole affidavit as bearing on the eredibility of the statement and showing
the cireumstances under which the whole matter was made, and I do it in addition
because I understand from report—though being barred from the evidence of yesterday,
I do not know whether it is a fact or not—that Mr. Wells presented yesterday a schedule
which purports to be the schedule which was under discussion at the time referred to
herein. I ask as a matter of privilege that be included in the evidence.

By the Chairman:

Q. That document is in the pamphlet, is it not?—A. The schedule is in the hands
of the committee. ;

Q. Your affidavit is practically in the Senate Debates already ?—A. There is only
one paragraph of it in the Senate Debates.

By the Hon. Mr. Landry :

Q. The only paragraph in the Debates is the paragraph relating to the disburse-
ments alleged to have been made by Mr. Wells for the purchase of the good-will of mem-
bers of Parliament: the next is his intercourse with the company —A. The balance
shows the circumstances under which the conversation took place and bears, I think,
upon the credibility of the whole thing.
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By Mr. Coster, K.C., Counsel for the Committee :

Q. Look at Exhibit A., being a copy of the memorandum which was produced
yesterday by Mr. Wells before the committee, and tell me if that is not a correct
copy of the schedule to your afidavit 2—A. Without comparing word for word, it
appears to be a copy identical with this Exhibit A of Exhibit 2 in the afidavit?—A, I
presume it is.

Q. There was a statement submitted to the honourable members of the Senate, a
printed statement purporting to come from the company. Look at that statement.
You can tell by glancing at it. That purported to come from the company, did it
not?—A. Yes, sir.

Q. Did you prepare that or help to prepare it?—A. I helped to prepare it.

_ (Ewtract from page 9 of printed statement produced, filed as Exhibit E. )

Q. At page nine there is what purports to be an extract from a letter from J. D.
Wells to Frank R. Lawrence. Have you that letter —A. I have not it with me.

Q. You received that letter, did you?—A. I did not.

Q. Did you see it?—A. I have. seen it.

Q. You saw the letter marked Exhibit B, a copy of which was put in evidence
yesterday ?

By the Chairman :
Q. Did you read the letter%—A. I have testified that I saw the letter from which
the extract on page nine was made. I do not testify anything as to the letter put in
yesterday or having seen it or heard of it.

By Mr. Coster, K.C., Counsel for the Committee:
Q. You saw the letter of which that is an extract?—A. Yes.

)}
By the Hon. Mr. Landry :
Q. In other words, that extract is correct ~—A. That extract is correct from a
letter I have seen.

By Mr. Coster, K.C., Counsel for the Committee:

Q. Frank R. Lawrence was counsel for the company, was he not?—A. Frank
R. Lawrence has been counsel for the company.

Q. And was at that time?—A. Special counsel, yes.

Q. I am reading now from the letter of March 18th, 1899, marked Exhibit B.
Would you look at that copy and tell*me if that is not a copy of the letter from which
he took the abstract?—A. It would be absolutely impossible for me to testify from
this copy as to whether that is a correct copy of a letter that has not been seen by me
for several months at least. I could not possibly testify.

Q. Will you say it is not?%—A. I will not say it is not or that it is.

Q. You took this extract out of this letter? You said you did?—A. T said that
that was an extract from a letter that I had seen addressed by Mr. Wells to Mr.
Lawrence. .

Q. Did you take the extract from it? Did you or did you not?—A. That would
depend upon what you mean by taking the extract from it. The extract contained in
the document admitted in evidence is g correct. copy of a paragraph contained in a
letter from Mr. Wells to Mr. Lawrence which I have seen.

Q. How do you know that paragraph is correct, if you cannot tell about the
others?—A. T had before me a copy of a letter and I compared that with it.

Q. How Igng ago did you make this statement to the Senate containing Exhibit
E.?%—A. That particular document was prepared, I think, about a month ago.

Q. Why do you say you have not seen the letter for two years?—A. I did not say

N

80.
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Q. You cannot remember any other portion of the letter but that?—A. That is
the only one that I identify.

Q. You cannot remember any more of it%—A. T'cannot remember the other por-
tions of the letter sufficiently to testify whether that typewritten document is a copy
of the letter or not.

Q. Who has those letters?—A. I do not know in whose possession that letter is at
the present time.

Q. Whose possession was it in when you saw it last ?—A. The only time I saw that
letter it was in the possession of Mr. Burnham, the president of the company.

Q. Are you prepared to produce the letters with reference to this before this
Committee %—A. I am not, because it is not in my possession.

Mr. Coster, K.C., Counsel for the Committee.—I would ask that the letter of
March 18th, to Frank R. Lawrenee, and also the letter of April 17th, should be pro-
duced by the company to the Committee. We have sworn copies of them here, and he
will not deny them. £

Mr. AviesworrH, K.C.—Might I say, on Mr. Eldridge’s behalf, Mr. Chairman,
that T understood this was an inquiry which concerned only Mr. Eldridge.

The CuARMAN.—He has admitted the essential part.

Mr. Cosrer, K.C., Counsel for the Committee.—He wrote saying he would not
take any money from them at all. That is the essential part which they have left out.
I wanted to test the witness’s memory or honesty or something or other.

Q. Will you swear that this was not in the letter received by Frank R. Lawrence:
¢T have considered the subject-matter of our interview of yesterday very carefully,
and have come to the conclusion that I cannot accept your proposition or any other
proposition for the payment to me of money by the association at this particular
crisis in its affairs’?—A. I do not know whether that was contained in a letter ad-
dressed to Mr. Lawrence by Mr. Wells or not.

Q. ‘I have, as you know, very strong views as to the course which ought to be
pursued in order to re-establish public confidence in the association.” Do you say that
was in it?%—A. Mr. Chairman, I ask a ruling from you as to whether this is not going
into matters relating to the association, and not myself personally?

Mr. Coster, K.C., Counsel for the Committee.—It is with referenec to the bribery,
with reference to the money which he says Wells demanded from him:.

Mr. AyLesworri.—The letter has not the slightest reference to that, as I under-
stand it. Tt has not the slightest reference to the subject under inquiry to-day.

The CHAIRMAN.—We are not dealing with the affairs of the company now. We
are dealing with a question of fact submitted to the Senate by the Honourable Sen-
ator Kerr. Mr. Eldridge is supposed to have taken that statement from a document
now before the Committee, signed and produced as Exhibit E. We are dealing with
that statement made by Hon. Mr. Kerr, Toronto. It was taken from the document
produced here from the report Exhibit D. Mr. Eldridge is supposed to have made
that statement and he has come to this Committee and swore he did make the state
ment. That statement was made in a document called an afidavit in connection with
the business between the Insurance Department of New York and this company. In
that statement is where the question of privilege arises; and it was brought before the
House by the Honourable gentleman from Stadacona. The fact that Mr. Wells had
stated to you, Mr. Eldridge, that he had spent $10,000 in practically buying up the
members of the Government and of the Committee and of Parliament at the: time
when they were seeking legislation in 1884 or 1885
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Mr. Coster, K.C., Counsel for the Committee—And that he demanded money,
asked that it should be paid back, and here is his letter in which he says he won’t
take a cent, which is in evidence?—A. I made no statement that he demanded of
the company that the $10,000 should be paid back.

The CHARMAN.—Tt is easy to ascertain that. The statement is here.

By Mr. Coster, K.C., Counsel for the Committee :

Q. This is what you want paid?%—A. Yes.

Q. What does that mean?—A. That means the items contained in the schedule,
and it does not contain the $10,000 or any reference to it at all; no reference to it in
that schedule at all.

Q. ¢ Together with the equivalent of a year’s salary;’ what was his year’s salary ?
—A. T think that his salary at that time was either $12,000 or $15,000 a year.

Mr. WeLLS.—$10,000 was my salary.

By Mr. Coster, K.C., Counsel for the Committee

Q. ¢ Together with the equivalent of a year’s salary ’: what does that mean?—A.
He demanded that a year’s salary should be paid to him.

Q. That would be $10,000 in addition to the memorandum —A. Yes.

Q. And then you go on to say he stated he had spent $10,000 in bribing the
members of the Government?—A. But that does mnot say that he demanded that
$10,000: on the contrary, if this whole document was put in as I requested, you will
find in other portions of it : :

Q. I should like you to answer my question? <

Mr. Avresworrs, K.C.—The witness should not be interiupted.

Q. Will you say that letter was not received refusing to take any money from
the company #—A. Mr. Chairman, I desire to call attention to the fact that this letter
bears date nearly two months subsequent to the interviews between myself and Mr.
Wells as reported by me in the affidavit, and could possibly have no bearing whatever
upon the matter under investigation.

By the Hon. Mr. Landry :
Q. Subsequent —A. Subsequent ?

By the Chairman :
Q. Do you swear it has no bearing whatever on it?%—A. It has none to my knowl-
edge. :
Q. To your knowledge?—A. No.
Q. Will you swear absolutely it has none whatever?—A. I do not know. It is a
letter addressed to another party, and it is several months subsequent to the allega-
tion made by me and the interview to which it relates. i

By Mr. Coster, K.C., Counsel for the Committee

Q. What is the date of your affidavit, please?—A. The 13th day of J uly, 1899.

Q. This is dated tne 7Tth April, 1899 ; why do you say that it was afterwards?—A.
The interview took place in February. .

Q. After your affidavit —A. My affidavit covers the facts of the interview which
took place in February, 1899.

Q. Then you say that when you made the affidavit you did not know that Mr.
Wells had refused to take money from the company “—A. I had never seen those let-
ters at the time.
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Q. Answer my question?—A. I do not know to-day that he refused to take money
from the company.

Q. Then you never saw the letters which went to Frank R. Lawrence —A. T did.

Q. What?—A. I did.

Q. And you saw the letter of April 7%—A. No, I never saw the letter April 7
until it was produced here to-day.

Q. And you only saw the letter of March 18: that is the only one you saw —A.
That is the only one I saw. Z

Q. Now, Mr. Eldridge, don’t you know that the letter of April 7 was published
in the public press of New York?—A. If I did know it, it has entirely escaped my
memory that I ever saw it.

Q. Will you tell me that you did not take sufficient interest in the affairs of the
company, when you see a serious charge like that in the press, not to notice it?—A.T
saw o many that were made by the same party that I cannot recall the different ones.

Q. Do you know of any money being offered to Mr. Wells #—A. I do not.

Q. At any time?—A. Offered to him in what way do you mean?

Q. By the company, since he leit?—A. I do not.

Q. You swear that you do not?—A. I do not know of any money being offered
to him.

Q. Was any proposition made to him to pay him money that you know of %—A.
Not that I know of.

Q. Through anybody else; did you ever authorize such a proposition to be made ?
—A. T never did. :

Q. Was Mr. MacMurchy representing you —A. Representing me personally?

Q. Was he representing the company?—A. Mr. Chairman, I again ask

The CHAIRMAN.—What is the object of the question ?

Mr. Coster, K.C., Counsel for the Committee—The object of the question is
that Mr. Wells says that through him they did make an offer. T just want to get him
to say he is their attorney.

The CHAIRMAN.—It is just testing the veracity of the witness.
Mr. Coster, hh.C., Counsel for the Committee.—Yes.

Wirness.—Mr. MacMurchy has been, and at that time was, one of the counsel of
the company in Canada.

Q. And was he authorized to make any offers to Mr. Wells?—A. I do not know.

Q. Was Mr. Lawrence authorized to make any offers of money to him?—A. I do
not know.

Q. Can you explain to me what this would mean in the letter which Mr. Wells
' swore he sent to Mr. Lawrence: ¢ Will you kindly therefore intimate my decision to
Mr. George Burnham upon whom he requested me to call to-morrow and recéive a
cheque for $5,000 on account’: what would that have meant?—A. I do not know.

Q. Did you ever hear of it?—A. Ever hear of what?

Q. Ever hear of his being requestéd to call and receive a cheque for $5,000 —A.
No, sir.

Q. You never did?%—A. No.

Q. When did Mr. Wells make the statement to you that he had paid $10,000 to
the members of Parliament and members of the Governement?—A. He made it in the
interview which took place upon the 28th day of February, 1899.

Q. Who was present at that interview?—A. Mr. Wells and myself.

Q. Nobody else?—A. No, sir.

Q. 28th February, was it?—A. Yes.
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Q. You swore to that in your afidavit, did you?—A. Yes. t

Q. This letter is dated March 18 and April 7: so it was not two months?—A. Oh,
I spoke in round numbers, a couple of months, referring to the letter of April 7.

Q. I should like you to be a little careful about the round statement that you
make. There was one item in the memorandum of $5,574: was that paid to Mr. Wells,
do you know?—A. I do not know.

Q. You do not know %—A. No. '

Q. Do you know anything about the affairs of the company at all%—A. Yes; I
know considerable about the affairs of the company.

Q. You say that you do not know that a suit was commenced against the presi-
dent F. A. Burnham for that amount and that he paid it?—A. I did not say any-
thing of the kind.

Q. What did you say?—A. I said that I did not know whether that $5,575 was
paid to Mr. Wells or not.

Q. Don’t you know that a suit was commenced by Mr. Wells against Mr. Burnham
for it and that he paid it?—A. I know that Mr. Wells began a suit against Mr. Burn-
ham on some claim and I presume that is it.

Q. And ’hat Mr. Burnham paid it, did he not%—A. I do not know whether Mr.
Brunham paid it or not.

By the Chairman:

Q. Is the suit still pending against the company?—A. It was a suit against Mr.
Burnham personally.

Q. You know the suit was started: do you know if it is still pending —A. I
think not.

Q. Is it settled?—A. I do not know what the disposition of the suit between Mr.
Wells and Mr. Burnham was.

By Mr. Coster, K.C., Counsel for the Committee :
Q. Mr. Wells stated yesterday that the whole amount was paid him with costs?

The CuamMAN.~He says he knows nothing personally about it.

Q. Did he give you any particulars of whom he made these alleged payments to?
—A. Contained in the schedule? ¢

Q. No, no, confine yourself to the question of the $10,000%—A. The question of
the $10,000?

Q. Yes?—A. No, sir, he did not, further than what is stated here in this afidavit.

Q. These are the words you say he used?—A. I do not purport there to quote
the exact words that he used. I am giving the substance of the statement he made
to me.

By the Chairman:

Q. You have to be very careful. The whole charge is in those few words. We
must have a very -direct statement because the charge is there?—A. The charge is
there and that is the substance of what he stated to me, but I do not purport to give
it word for word, but that statement as contained there, that there were members of
Parliament, of the Committee, and of the Government that had to have good sums,
that it cost him over $10,000, that he found all the money excepting for the last bill
for a small amount, he stated to me.

By the Hon. Mr. Landry :
Q. What is the meaning of that ¢ excepting for the last bill for a small amount ’?
—A. That he did receive from the company a certain portion of the money which
was the last payment he made; it was for a small amount. -
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Q. That is, cost him over.$10,000, that he had found all the money.

Mr. AvresworTH.—That he personally had provided it.

Q. Excepting for the last bill for a small amount 7—A. Yes, the last bill con-
nected with those payments.

Q. Do you know what bill it is?—A. T do not.

Q. There is a bill yet to be paid, I suppose *—A. A bill yet to be paid ?

Q. T conclude that if all the $10,000 were found, he would be paid, excepting for
the last bill 7—A. That he personally had found the entire $10,000 or more, ex-
cepting for one bill which was the last one of all and that that was found by the
company. -

The OHAIEMAN.—This matter has been discussed by the members of the Com-
mittee and the members of the Senate. We cannot understand that last phrase.

Hon. Mr. Laxpry.—All T wanted was his explanation because it is he that made
the affidavit.

Q. Did he ever tender you any, receipts for the money he paid in Canada as
vouchers %—A. He never did. '

Q. For the money he was asking to be recouped 9—A. T did not understand him to
be asked to be recouped for that money at any time.

By the Chatrman:

Q. You did not what?—A. T did not understand him to ask to be recouped for
the $10,000 at any time.

Mr. Coster, K.C., Counsel for the Committee.—Now, My, Chairman, Mr. Eldridge
makes that statement, and I will call his attention to the fact that in his own
afidavit he swears to exactly the contrary.

The CuARMAN.—Take the two statements.

Mr. Cosrer, K.C., Counsel for the Committee.—I would only call the attention of
the Honourable Committee to that fact.

By the Hon. Mr. Landry:

Q. Did you ever believe when he told you he had spent $10,000 to purchase mem-
bers of the Canadian Parliament? Dia‘ you ever believe it was true?—A. No, sir.

Q. And that was an additional reason not to recoup him?—A. It was 4 reason for
not admitting the demand that was made for the payment of the money.

By Mr. Coster, K.C., Counsel for the Committee:

Q. I will read this statement again. ‘Now this is what you want paid,’ &e.
(Reads.) His demand is for the amount stated in that memorandum and $10,000. That
is what you swore to there and now you say that he never demanded any money from
them ?—A. Mr. Chairman, I have not stated that he never demanded any money from
us ; on the contrary I have sworn that he demanded the money covered by the-sche-
dule here put down and one year’s salary in addition. I have sworn that he did not
ask ‘us to recoup him that sum paid as he alleged for the purchase of the Parliament
of Canada, and he did not ask, and if you will turn to page 52 of the affidavit I have
made——Q. Well, now——

The CHAIRMAN.—Finish the answer.

A. If you will turn to page 52 of the affidavit I have made you will find .again
the reference to his.demand for a year’s salary in addition to the schedule, showing
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that he placed it entirely upon the basis of receiving one year’s salary after having
been dropped from the association, and that it had nothing whatever to do with re-
couping for the $10,000 used in the purchase of the Parliament of Canada for that
amount. He never did ask for any recouping. I ask, Mr. Chairman, that he turn to
page 52.

Mr. Coster, K.C., Counsel for the Committee.—If Mr. Eldridge wants to make a
statement he can make it now, but there is no use putting in the old affidavit. If he
wants to make a statement let him make it, but to put in a printed document, what he
swore to some time ago——

Thel CuarMAN.—He can put the statement in if he swears to it again before the
Committee. You can have this statement go in.

Wirness.—That is all T ask. All the testimony I am giving here now is given
under oath and T ask that that portion of the affidavit on page 52 beginning with the
words ‘I said to him:

Mr. CostEr, K.C., Counsel for the Committee.—I submit he should swear to it now,
and not put in the written document.

The CHAIRMAN.—It is understood the statement you are to make now is & continu-
ation of your evidence.

Wirness.—Yes, it is a continuation of my evidence, and I ask now, Mr. Chair-
man, that, as the continuation of my evidence, this entire affidavit be put in and I
swear to it as true—the entire affidavit as part of my evidence to-day.

Mr. CostEr, K.C., Counsel for the Committee—The entire affidavit, outside of
about six lines, has absolutely nothing to do with this case.

The CuARMAN.—I have not examined this affidavit, but everything in this affidavit
pertaining to the question before the Committee shall go in. We do not want the
extraneous matter.

/

Wirsess.—It has been pointed out by the Counsel that there is what he claims
to be a discrepancy in the testimony in this paragraph which has already been put in.
The entire afidavit bears upon the question of the demands made by Mr. Wells, on
what basis he made them and whether they were for recouping for expenses alleged
by him to have been incurred in purchasing the Parliament of Canada. Therefore,
as part of my testimony I reiterate this entire affidavit, and reiterate it under oath
as bearing upon this question. :

Hon. Mr. LaNDRY.—I think we should accept that declaration and have the whole
thing put in.

Mr. Coster, K.€., Counsel for the Committee.—Very well.
The CHARMAN.—Yes, everything else in the affidavit pertaining to this may go in.
Hon. Mr. Laxpry.—We will pick afterwards what is pertinent.

The CHARMAN.—Instead of the excerpt being the exhibit the affidavit will be the
exhibit.

By the Chairman:

Q. Have you any further statement to make, Mr. Eldridge —A. Excepting that
I tender to the Committee, if they adjourn to meet again, witnesses who can swear to
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the same statements as to the purchase of the Parliament of Canada having “been
made by Mr. Wells at other times to them.

The CHAIRMAN.—I do not think this Committee can take cognizance of that.

Wirness.—I simply tender it for the Committee to take such action as they see
fit.

The CHAIRMAN.—It is only your matter that is before the Committee. We are
authorized to do one thing; that is, to ascertain the facts regarding this statement of
yours which was read by Hon. Mr. Kerr. We have no power to ascertain anything
else.

WirNEss.—As a matter of privilege I ask the Chairman to have this taken down.

Mr. CostER, K.C., Counsel for the Committee.—Who are the witnesses? - Let him
state the names.

Mr. AvresworrH, K.C.—I should like to state on Mr. Eldridge’s behalf that wit-
nesses are now on the way and will be here’within the next hour anxious to testify
that this man has made the identical statement in substance to them on more than
one occasion that he made to Mr. Eldridge, using it in the same way as an effort to
extort money from the company.

Wirness.—And I wish, if the Chairman will give me the privilege, simply to say
that this is an issue of veracity between Mr. Wells and myself and I tender the wit-
nesses, leaving it to the Chairman of the Committee to decide whether it is germane
or within their powers.

By the Hon. Mr. Landrv

Q. Could you give us the names of the witnesses?—A. One witness is D. E.
Cameron, and the other is R. B. Cannon—I think it is R. B. Cannon. Mr. Wells
can tell the initials better than I can.

Mr. WeLLs.—R. D. Cannon—both employees of the company.
Wirness.—They are employees of the company.

By Mr. Coster, K.C., Counsel for the Committee :
Q. They are both employees of the company, are they —A. Yes.

By the Hon. Mr, Landry :

Q. If there is anything else you wish to volunteer we are prepared to hear it ?—
A. Simply as a matter of personal privilege or explanation, I would say, to remove
any possibility that anybody should suppose for an instant that I believed this state-
ment, that I personally never had any conception or thought that the Parliament of
the Dominion of Canada has been purchased or was purchasable. 4

Q. In fact you did not believe the statement that was made to you?—A. I did not
believe the statement, and I call attention also to the fact that the event that was
alleged to have taken place in the purchase of Parliament occurred over fourteen years
before the interview and some ten years before I became connected with the Mutual
Reserve.

Q. In those fourteen years were you in the employ of the company ?—A. The
last four years and one-half I was, but not before.

The CuAlRMAN.—When was that legislation ?

Mr. WELLS.—1885.
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By the Hon. Mr. Landry :
Q. You never heard that any claim was made against the company for the

recouping of that money —A. No. ‘
Q. During the whole time you were there —A. No.

By the Chairman:

Q. Mr. Wells never made any demand on the company from 1885 till February
28, 1899 ?—A. No, not to my knowledge.

By Mr. Coster, K.C., Counsel for the Committee :

Q. How many years had you been connected with the company —A. T went with
the company on May 21, 1894.

By the Chatrman :
Q. So that you were connected with the company from 1894 until 1899 when Mr.
Wells left ?—A. Yes.

Q. And the question of the $10,000 never came before the company or before
you —A. T had heard of it but it never came before me ‘officially.

By Mr. Coster, K.C., Counsel for the Committee : _
Q. Whom had you heard it from %—A. T had heard of it from Mr. Harper.
Q. I thought you were not there # When did Mr. Harper die ?—A. He died in
1895, but I knew him personally for a great many years, but it never came to me as
a demand for the payment of the money in my official capacity in any way.

GEORGE D. ELDRIDGE.
The Committee adjourned till Wednesday. June 15, 1904.

LIST OF EXHIBITS.
Filed. No. Description.
9th June A. Memo.of disbursements by J. D. Wells.

9th June B. Copy of letter dated Flatbush, March 18th, 1899, to Frank R. Law-
rence, signed J. D. Wells.

9th June C. Copy of a letter dated Flatbush, April 7th, 1899, addressed F. R. Law-
rence, signed J. D. Wells.

10th June D. Printed copy of affidavit of George D. Eldridge, sworn before G. B.
Clarkson, Notary Public for the County of New York, on the
31st July, 1899, together with Exhibit A, referred to in said
affidavit.

Nore.—This exhibit is contained in, and consists of, pages
49, 50, 51, 52, 53 and the first 13 lines of page 54 of a pamphlet
produced by the witness, entitled: ¢ Insurance Department, State
of New York/—‘In the matter of Mutual Reserve Fund Life
Association of New York COity’—° Answer of Association and
Officers.” Dated July 26th, 1899.— Deposition of Isaac Vander-
bilt, Esq., Chief Examiner, New York Insurance Department.’
Dated April 2nd, 1900.
ELDRIDGE
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10th June. E. This exhibit is contained in and consists of lines 10 to 22, inclusive,
on page 9 of a Printed Statement intituled: ¢In Re Motion
pending before the Honourable the Senate of (Canada, in Par-
liament Assembled, for a Committee to investigate the Affairs of
the Mutual Reserve Life Insurance Company.’

EXHIBIT A.

Printed in full in the evidence. (See page 2.)

EXHIBIT B.

Printed in full in the evidence. (See page 3.)

EXHIBIT C.

Printed in full in the evidence. (See page 4.)

EXHIBIT D. (See page 7.)
Exhint No. 2.

EXHIBIT ‘A’
MEMO. OF DISBURSEMENTS BY J. D. WELLS.
Agents:
Buchanan Burr (Check cashed by me when Agent) . $127 54
John Hopper.. .. .. s hieiian i e 347 00
G. L. Lewis.. .. : 80 00
C. M. Ward (Check for Prem cashed by me) e 100 00
J. W. Grummon.. .. .. 100 0OC
W el o i e e e ne 40 00
B W Gintwell - o i A e e 25 00
U B R U ko e NSRRI S B e S e e e T e 355 25
e e e i p S L SRS R PO 100 00
(B T e R e e e 25 00
o e e e S R R R R i e A 27 00
W.S.Bishop............................ 5 00
G. L. Bellows.. . 50 00

W. Vance Harper (Check for thls was rec’d by Ass n and
is due J. D. W. by Ass'n, havmg been erroneously

credltedWVHarper) e T 137 50
W. H. Mondon... .. .. 51 00
A M Sadler.. .. .. 50 00
W. B. Sherman—Travelhng Expenses—ordered by Agency

Clom.bi e . . Siatie s e 9000
Cash Advanced SR e 100100

185 00
Rich & Fox (Travelling Expens&s) L T 50 00
F. W. Holbrooke. . .. 150 00

A. C. Hunt (Balance of $500 adv) Ba Uil L 100 00

ENLehrberg 200 00

1—2



18 SELECT COMMITTEE ON THE POSITION OF

4 EDWARD VIl., A. 1904
W. L. Beirler (cash $150 and $25, going to Columbus,

0o : S (o 175 00
T b Mallopeiek, o s el s s e 22 00
ACE Worthley B0 ®Bine. . .0 L LD el LR 5 00
Ralph BEvanaiiPendon: 000l v p il st 300 00
Gdener, Londpns = 7 oo bae Ol ma e e 75 00
Ohiver Siantier Wealle. o o v w0 e SR 50 00
N. W. Bloss (Loaned when Director & V. P.).. .. .. .. 800 00
B Brmman ot sl s e 295 00 A
J:FoBugke. Private Secly B AL B.. . oo e 25 00
BRI REI 0L e e R e L e 50 00
G. R. McChesney—Going south on Co.’s business.. $500
Fesgrrepaid.: -5 i i E s e S OB

250 00
Mutual Reserve:

3% years Disbursements, entertaining agents and visitors,

members, ete., say $50 per month, authorized by Pres’t

Havpery, o o dinaaea e e i it Sl o 2,100 00
Commission on Canadian business transferred by agents,
Paidiby Hubt, oot o nugs Sae s snginte LS8 T00500,
Paid by W. Vance Harper—Loan to him re-

paid by check, and erroneously credited

L N e e T )

237 50

Paid for Advt. in Fete Paper, Flatbush.. .. .. .. .. 40 00
Paid for Advt., ¢ Financial Gazette,” 100 copies.. .. .. 10 00
Fo A, Basnbinnd ) o sl 0L S S S S R B 00

State oF NEw YoRg, )
County of New York, 88t
BorouGH OF MANHATTAN,

GeorGe D. ELpriDGE, being duly sworn, says:

I am, and for more than five years last past, have been an officer of the Mutual
Reserve Fund Life Association. I am at present its First Vice-President and Actuary.
I know James D. Wells, who until the 25th day of J anuary, 1899, had been a director
and Second Vice-President of the said Association. The term of said Wells as a
«director of said Association expired on said 25th day of January, 1899, on which day
the annual meeting of the members of said Association for the election of directors
and other purposes was held. Said James D. Wells was not re-elected by the mem-
bers of said meeting as a director, and his connection with the Association from and
after that date ceased.

On Tuesday, the 28th day of February, 1899, at about three o’clock in the after-
noon of that day, the said James D. Wells came into my office in the Mutual Reserve
Building, by appointment, to discuss with me, as he said, a memorandum of sums of
money submitted by him, for which he sought repayment from the Association. I
had said memorandum on my desk, the original of which I herewith identify by my
initials and dated this day, and a true and correct copy whereof I hereto attach to
this affidavit and mark the same Exhibit ‘A’

After the ordinary salutations of the meeting, I stated to Mr. Wells ‘that as an
officer of the Mutual Reserve Fund Life Association I had been asked to go over with
him the items of the memorandum, holding the same in my hand, which he had sub-



THE MUTUAL RESERVE FUND LIFE ASSOCIATION 19

APPENDIX No. 1

mitted against the Association. Mr. Wells said that he did not present the memoran-
dum as an account collectable or enforceable against the Association ; that he did not
claim that the Association ewed him the sums of money stated therein, but that he
had had negotiations with eounsel for the Association regarding his relations to it,
and that inasmuch as his employment and official relations with the Association had
been terminated he thought that in the interest of a continuance bf his friendly
relations with the Association and in the interest of peace and harmony, some sum of
money should be paid to him, and that this memorandum was presented as a basis
upon which the Association could audit the amount and pay the same to him. He
said that there were a good many sums that he had spent for the Association or for its
benefit, for which he had not been repaid and these formed the basis of the memo-
randum submitted.

I zeplied to him that no one could be an officer of an institution like the Mutual
Reserve without having to pay out of his own poeket for the benefit of the institution
money which could not be repaid and for which he eould not justly make demand.
He agreed with me and said that this memorandum only represented such items as he
had reealled, that he made no particular search for them and that there were a lot
more that he could have put in, but that he was not making an account of money
due to him, but only to have a basis upon which the Association could safely make
payment to him, :

We went over the several items econtained in the memorandum and once or twice he
produeed from his pocketbook note or orders from some agent against whom he had a
charge for money advanced or paid. As to the item of $2,100, ‘33 years dishursements
entertaining agents and visitors and members, &e.,” he said that the amount which he
had put down as monthly expenditure was under rather than over the amount that he
actually expended. That Mr. E. B. Harper, the late president of the assoeiation, had
instructed him to entertain and look after agents and members visiting the home
office, but that he had kept ne account of such expenditures. As to the item of
¢ Commissions on Canadian business transferred by agents’, the amount of which
was left blank, he said that in a number of cases he had personally made advances to
agents cut of his own pocket, that the several commissions which belonged to these
agents were to be paid to him instead of to them, to repay him for these advances,
and that this arrangement had been approved by the executive committee. That it
would be easy to find what amount was coming to these agents under their contracts,
and it should be carried to his account on the books. That there was a debit against
him on the books of the association for moneys that he had drawn, but that the com-
missions due from the agents as aforesaid would amount to more than the debit, and
that whatever the amount of the eredit would be, after deducting the debit, would be
the amount of that item; he thought the balance due him for this would be at least
$2,000.

I called his attention to the final item in the memorandum, ‘F. A, Burnham,
$5,575,” and asked him what this meant. He replied that I knew as much about that as
he did. I said that I knew nothing about it. He answered that this was an item which
he had paid out for the benefit of the association, and the association ought to pay it
back to him, but if the association would not pay it back, he would make elaim of
President Burnham personally, as he had paid out this money at the president’s re-
quest. He took from his pocket-book two checks drawn to his own order, if I remem-
ber it correetly, on The Merchants Exchange National Bank, bearing date in May,
1898, and amounting in the aggregate to the amount stated in the memorandum, to
wit, $5,575. I looked at the checks and said to him they were to his own order and
endorsed by him. He replied that this was true, that he had got the money in bills
and used it as Mr. Burnham requested.

I then asked him what the items of this memorandum Exhibit ¢ A’ amounted to,
and he replied about $12,000. I asked if this was the amount that he thought ought
to be paid to him. He replied ¢ yes’ that he did, together with a year’s salary in ad-

: 1—23
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dition, making about $25,000 in all. I said to him, ‘Do you think a year’s salary in
addition to these amounts should be paid to you, that is, do you ask the amount of
these items in this memorandum and a year’s salary’, to which he replied that he did,
that while he made no threat against the association, nor did he intend to make any
blackmailing demand upon it, that the association had better pay him this sum of
$25,000, or it would have to take the consequences, that he had been turned out
without warning and without being given a dollar, and that he did not intend
to remain in that position without a fight. Then I said, ‘What you ask is
that the association pay you $25,000°? He replied that it would amount to some-
where between twenty and twenty-five thousand dollars. He repeated that he did not
make this as a demand or threat or as blackmail, but that as he was out of the associa~
tion he thought that in the interests of peace and harmony and his continued friendly
relations with the association, and taking into consideration his long services, this
amount should be paid to him, that the association could take this memorandum,
credit his account with the items therein recited, credit him a year’s salary as it
accrued, but that the several amounts must be paid to him in cash and at once. That
he was extremely anxious to know exactly what his future relations with the associa-
tion were to be, whether friendly or otherwise, and he thought that the matter should
be closed before the ena of the then week.

I then asked him if we paid him this amount, the amount recited in the memoran-~
dum, together with an amount equal to a year’s salary, if there would be any reason
why his relations with the association should not continue friendly. He said that
he did not know of any reason, that he wanted to see the association go on, and re-
cover from any setback it had, and if the payment was made to him it would have,
and continue to have, his best wishes and good-will. He again repeated that he did
not make any threat or demand, but that it would be a wise business proceeding for
the association to pay him this sum. I asked him if he thought we would be Jjustified
in making such a payment. He replied that he did not see why, that it would
be a mere business matter, and that the memorandum would form a sufficient
basis for the credits to be given to him upon which payment could be made;
that it would pay the association a great deal better to make this payment to
him than some money it had spent, particularly that which Moton D. Moss had
received. He then went on to say that he had heard that Moss was coming back to
manage the Agency Department. I replied that I had not heard of it, and when Moss
did come back that I should know it, and that I could not again be in the same com-
pany with Moss, that when Moss came back, I should go. Wells responded that no-
body knew (but he did) what that thief Moss had got out of the association, that he
cost it more than all the other thieves that it had had, that if he had kept on he would
have ruined the association. I replied that I cared nothing about Mr, Moss’ affairs,
except that while he was here he was a good man to get business and did get good bus-
iness, that I would not be willing to see him come back or to stay if he came back,
that I had never had anything to do with him socially, never called upon him, except
a formal call on account of a dinner invitation and that he, Wells, must know that
Moss was not coming back.

I then took up the memorandum and said to him again, ‘ Now this is what you
want paid, the amounts in this memorandum together with an amount equivalent to
a year’s salary, and the association is to thereafter have your good~will’. To which
he replied, ¢yes’, but that he would not make anything out of it, that he had spent
lots of money that was not contained in the memorandum, that he had paid all the
costs of the legislation in Canada that passed the law by which the association pro-
cured its license to do business in the Dominion, for which he had never been paid.
That there had been good round sums paid out. That there were members of Parlia-
ment, of the Committee, and of the Government, that had had to have good sums,
that it cost him over $10,000, that he had found all the money excepting for the last
bill for a small amount. ;



THE MUTUAL RESERVE FUND LIFE ASSOCIATION 21
APPENDIX No. 1

‘Now’, I said, ‘to get back to the memorandum, when do you want this fixed
up’. He replied, ¢ Just as soon as it can be done. I have spent more time on it than
I wanted to. I want to get it out of the way and know just where I stand and what
my relations with the association are to be. It ought to be got into shape this week.
Tt is just a business proposition and it ought to be easy to fix it up, and as I say, in
the interests of peace and harmony.’ I told him that I had to go to Albany on Thurs-
-day, as I had made an engagement for that day, and that as Wednesday (the day
following our interview) was a day for the meeting of the Board of Directors of the
association, he knew that I would be very busy, that it would not be possible for me
to see him again until Friday or Saturday of that week. He then said that he would
make a second appointment with me, and let me know on which day.

On the following Monday, March 6, I am informed that just after I had left the
office to go out of town on business, that the said Wells called at my office and asked
for me.

(Sgd.) GEORGE D. ELDRIDGE.
Subscribed and sworn before me this
13th day of July, 1899. }

(Sgd.) T. B. CLARKSON,
Notary Public,
N.Y. Co.

EXHIBIT E

On the 18th of March of the same year, two months after Mr. Wells was thus
dropped, he writes to Frank R. Lawrence, Esq., attorney of the company, in reference
to this purported letter, as follows :(—

¢ At one of our interviews I showed to you, and you read with much interest, a
draft letter which I wrote and addressed to Mr. Burnham more than six months ago.
T have recently revised this draft and to some extent have lengthened it, and I send
you herewith a copy of the revised letter merely for your perusal, and confidentially,
which please return at your convenience. I am anxious to send it to Mr. Burnham
:as soon as possible.’

PART 2.

Otrawa, June 15, 1904

JouN M. STEVENSON, of the city of New York, called and sworn, and examined by
Mr. Coster, K.C., counsel for the committee :

Q. What is your occupation —A. Life insurance.

Q. With what company are you employed now ¢—A. At present the North Ameri-
-can Life, of Toronto.

Q. What is your position with the North American Life 2—A. Manager of the
Metropolitan Department in New York.

Q. Were you ever associated with the Mutual Reserve Fund Life Association
-of New York %—A. I was.

Q. In what capacity —A. First as a clerk, in the spring of 1883, and about
July, 1883, I was elected assistant secretary, and remained in that position until my
Tesignation in January, 1899, 5
STEVENSON
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Q. You sent in a written resignation, did you %—A. I did.

Q. Do you remember the date in J. anuary —A. It was on the 20th, I think.

Q. Look at the paper now shown you ; is it a copy of the resignation sent in by
you ¢—A. It is. It is as follows :—

‘NEw Yorg, January 25, 1899.

‘To the President and Board of Directors of the Mutual Reserve Fund Life
Association, Office Building, New York City :—

¢ GENTLEMEN,—For reasons satisfactory to myself, I hereby tender my resigna-
tion as assistant secretary of the Mutual Reserve Life Fund Association, the same
to take effect immediately. I have served the Association for nearly sixteen years,
and it is with a natural teeling of regret that circumstances, which it is not necessary
to detail here, make it my duty to sever this connection.,

¢ This letter will be delivered by Mr. Edmund Pendleton, and I ask if you would
be good enough to designate someone to whom I shall surrender the keys and affairs
of my office.

‘I have the honour to be,
‘ Your obedient servant,

‘J. M. STEVENSON.

Q. That was delivered to the company that day ?—A. No, it was delivered the
next morning. The committee was in session and could not see me, and it was deliv-
ered next morning.

Q. What were the circumstances which led you to resign %—A. Well, T was not in
harmony at all with the then existing management or the methods used.

Q. What methods do you refer to? What were you not in harmony with?%—A. One
of the most serious objections I had was to what I consider the misuse of the mor-
tuary fund of the company.

Q. Perhaps you would explain to the committee ; when you speak of the mortuary
fund, what do you mean ? There are two funds, are there not %—A. Yes.

Q. The mortuary fund, and what is the other fund %—A. Dues, it was called.

Q. An expense fund ?—A. Dues for expenses.

Q. Is the paper now shown you the constitution and by-laws of the company %—
A. Yes. (Filed as Exhibit No. 1.)

Q. TIs that the constitution as it is now #—A. There may have been amendments
to it since I left the company. That is so far as I can recall the constitution that was
in force at the time of my resignation in 1899.

Q. With reference to the mortuary fund, under the by-laws and constitution
was there any particular use which was to be made of that exclusively —A. T think
I had better give the exact wording of the section. Section I of article 5, Mortuary
Department, is as follows :—

‘The Mortuary Department shall be distinet from the other departments of the
Association, and all moneys received from the mortuary calls, less the cost of collect-
ing, shall pass through said department, and, after deducting the expenses thereof,
governmental taxes, legal and other expenses in defending or protecting the Associa-
lion against the payment of unaudited or fraudulent claims, shall be deposited by the
Treasurer in Banks or Trust Companies, designated by the Board of Directors, to an
account to be known as ‘the Mortuary Account of the Mutual Reserve Fund Life
Association,” and shall only be withdrawn from said account by transfer, on the order
of the President and Treasurer to the Reserve Fund, or for investment in such
securities as may be required by the laws relative to deposits to secure admission for
the transaction of business by the Association, as may be approved by the Board of
Diretors of the Association, and which securities shall be deposited as required by
article 11, Section 2, of the Constitution or By-laws; or in settlement of death claims
STEVENSON
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under certificates of the Association, said claims having been first approved by the
Executive Committee of the Association.’

My objection to what I regarded as the wrongful use of the mortuary fund was
this: there were a number of policy-holders who had been admitted into the association
years before, holding a plan of policy called the fifteen-year plan. The association was
anxious to transfer that business to a new plan called the five-year plan, and they
allowed the agent who secured the transfer not only the commission for the first year’s
business, although it had already been paid on the old policy and this was simply a
transfer, but in addition to that, the misuse of the mortuary money was in allowing
the agent the amount of the last bi-monthly mortuary call paid on the old policy in
addition, thus drawing that mortuary money which had gone into the mortuary account
—drawing it out and paying it as a commission to the agents on the transfer of the
policy. The result of it was, that the income for the Mortuary Department was de-
pleted to the extent of thousands of dollars and for a period of time covering from
twelve to fourteen months.

Q. There would be no income at all?—A. From that particular policy there would
be no income to the mortuary account.

Q. Who would get this money from the mortuary fund?—A. The agent who
secured the transfer.

Q. Whereas it was not new business at all?%—A. Tt was not new business.

Q. What was the difference between the fifteen-year plan and the five-year plan ¢—
A. On the fifteen-year plan there were bonds and bond statements issued, and they
matured fifteen years from the date of issue of the policy and became applicable as
cash then to the payment of dues and assessments; on the five-year plan they were
allowed to begin to use the surplus at the end of five years.

Q. So, as a matter of fact, it was just simply a question of the surplus; which
was the better plan policy, the fifteen-year or the five-year %—A. There was very little
difference, really very little choice between the two.

Q. Then, when they transferred it from omne to the other, did they call it new
business—A. They called it new business.

Q. Was it new business “—A. It was not new business.

Q. About how much did they say was new business which they simply transferred

from one to the other?—A. The books would show, but to the best of my recollection,
between twenty and twenty-five million dollars—that is the best of my recollection
now. .
Q. Between twenty and twenty-five million of business which was not new, they
said was new and paid out of the whole mortuary fund for a year or fourteen months
for what they said was securing it—is that right?—A. Well, no, not exactly. They
stopped the income on it. They paid out the mortuary money that had come in, the
last bi-monthly call on a great deal of that business, not the twenty-five millions, but
a great deal of it, they paid out of the mortuary fund the last bi-monthly call. That
covered two months’ time that had already been paid in, but in stopping the income to
the mortuary fund for the remaining twelve months it was because they treated it as
new business, and 65 per cent of it went to the agent and the remaining 35 per cent
was supposed to go to the company to cover the expenses of getting it ; but the agent
who secured the transfer got 65 per cent, and the general manager, a man by the
name of Moss, got an overriding of 20 per cent, which thus used up 85 per cent of the
first year’s premium on that policy, leaving a net premium to the company of 15 per
cent for the expense of getting it. Consequently, you can see, as no mortuary money
came in for twelve months on the transferred policy, and two months’ income of the
old policy was added, it really took fourteen months of the mortuary receipts on that
particular business.

Q. You say, then, they would call that new business?—A. Yes.

Q. Would they keep the old policies on the books, too%—A. Yes, for a while they

would. '
STEVENSON
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Q. What would be the result?—A. You would have about fifteen thousand dollars
worth of insurance nominally on their books, when there was only ten—or twenty
thousand when there was only ten ¢ The way they did was this : They did not
cancel off the books promptly. As soon as a transferred policy got on the books, it was
included as new business and added to the footing, but they did not as promptly cancel
the surrendered policy, the result being that for a while they carried both as business
in force, reported it as business in force on both policies. Then, another way that
they included business that was not in force was in the matter of reductions: say a
man held a ten-thousand-dollar policy carried some years, and for some reasons of his
own wanted to reduce it to five thousand dollars, the new policy was numbered and put
through the books and footed up with the volume of business, but the cancelled ten-
thousand-dollar policy was not deducted at that time, consequently, although the man
only really carried five thousand dollars, for the time being it was reported as fifteen
thousand dollars. I called Vice-President Eldridge’s attention to that particular
thing and showed him in my statement. It was just before the close of 1898, the year
before I resigned. I went to the Actuary Department and asked the man in charge
what was the volume of business going to be reported as new business for the year 1898.
I wanted to know how much we had done. I kept a daily report of all business that
was approved and sent up to the president every day, and when the Actuary Depart-
ment told me they were going to report a certain amount of business, I saw it exceeded
my memo. by about two million dollars, and I know I was correct, because my amount
was footed up every day, and I investigated to find out, and that was the way I dis-
covered they were carrying these reductions. When a reduction had been made, they
had carried both policies as business in force. I called Eldridge’s attention to that
error so that it could be corrected, but his reply was such as confirmed my intention
about that time to get out of the company, to resign. His answer was, that that busi-
ness had been carried before in the annual statement, and that the volume of business
for 1898 was not very large, and it was not a very advantageous time to make that
change and cut that business out.

Q. What you mean, then, is that you began to be afraid of your personal liability?
—A. I began to be afraid of losing my self-respect and manhood if I stayed there any
longer, knowing what I had found out during that year.

Q. Was there any effort made by anyone to induce you to withdraw your resigna-
tion or to return to the association?—A. There was a very strong effort made.

Q. Who was that made by?—A. By Vice-President Eldridge.

Q. He requested you to withdraw your resignation%—A. He did. He sent for me.
He wanted to have an interview ; well, I had enough intercourse with Mr. Eldridge
from the last six months preceding that not to want to have an interview with him
alone. I wanted a witness for everything that passed, and my friend and legal adviser,
Mzr. Pendleton, of Richmond, Virginia, was with me, and when Mr. Eldridge sent word
he wanted to see me I sent up word by President Burnham’s private secretary that I
would see him at one o’clock, and when I went in at one o’clock I sent up my card and
sent with it the card of Mr. Pendleton, my lawyer, whom Mr. Eldridge knew was my
lawyer, knew that he was an insurance lawyer, and knew the close relationship exist-
ing between us, and after waiting probably five or ten minutes, we went into Mr.
Eldridge’s room, and I remember distinctly Mr. Eldridge opened the conversation with
the remark ‘ Mr. Stevenson, you have made a mistake.” I said, ‘in what way have I
made a mistake ¢’ He said, ‘ you have made a mistake in resigning from the com-
pany.” I told him I did not think so. He said, ‘I want you to withdraw that resigna-
tion and stay with the company. I said, ‘No, I cannot do it He said, ¢ Nobody
'has seen that resignation but President Burnham and myself, not another member of
the board of directors knows that you have sent it in.’ He said, ‘I want you to give
me permission to go to President Burnham, and take that resignation and lock it in
my safe and nobody will know anything about it” Then he offered various induce-
ments, most complimentary and for a purpose; said that our duties had drawn us
BTEVENSON
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together and he knew better than anybody else the services I had rendered to the com-
pany and the value I was to the company, and all that kind of stuff, and that he
wanted me to go away and take a vacation, and he said, ¢Of course, Mr. Steven-
son, your salary will be sent you right along. You can go away and stay one or
two, or three or four, or five or six months, and your salary will be sent you right
along.” I said, ‘Mr. Eldridge, that is one of the objections I have got , the use
of the funds of the company in that way. If I went away and you sent the money
I would feel bound to go into the employ of the company when I came back; and I
said I had no intention of going back. I said my severance of my relations was final,
and I was not going back. And he said my views were strained, that I was the only
officer of the company who had resigned and whose salary had stopped immediately
on the resignation; and I would not allow him to send me the money. Well, he said,
¢You go away if you want; let me send you the money, but do not say anything about
the resignation; take a vacation and come back after your vacation” He knew I was
going to Richmond, Virginia—and he said: ¢TI will meet you either in Richmond,
Virginia or Washington, and will come prepared to make you a proposition that it will
be worth your while to accept ;’ and I said, ¢ The association cannot make me any
proposition that would be worth my while to accept” That interview lasted an hour
_and a half or two hours, certainly over an hour; Pendleton was present during the
whole interview and heard everything that passed. When he insisted so earnestly on
gending me the money I a little resented 1t, because T thought it looked like bribery,
and I resented it rather forcibly that the company had done that and that was one of
the things I was opposed to; and his reply when he saw I resented it strongly was
¢Yes, Mr. Stevenson, you know and I know that there have been many things done
here recently that neither you nor I could approve.’ :

Q. What were your duties as assistant secretary of the association —A. Well,
they were numerous; for instance, take the matter of correspondence, my correspondence
was larger by far than that of any other individual officer, because it covered every
range of subject, from the admission of a policy until it became a death claim. I never
wrote a letter on a death claim, but everything from the time the policy was issued
until that time was under my department, except agency matters. I did not write
anything on agency matters.

Q. Did you have occasion in the course of your duties to inspect the books of
the company occasionally %—A. Oh, yes.

Q. For what purpose ?—A. Well, among my duties as assistant secretary was
to pass on every change of beneficiary or assignment, to see if it was in proper form.
T had oceasion in doing that to examine the policy registers and see if any previous
assignments or changes had been recorded. That is what I looked at the books for,
and in looking at assessment books it was always best to see if the policies were in
force, if you were writing to a man, before you answered his letter, and I would look
at the policy register, and I looked at the general books of the company to see the
agents’ accounts ; because, from time to time, an agent would write in, saying : ‘I
have collected the premium on this policy ; please credit, and charge to my account.’
Well, that was frequently done, because the agent’s account was good for it ; and
I would look and see if his account would stand a debit of that kind, and I looked at
the general books for that purpose.

Q. Did you ever examine the books for the purpose of ascertaining whether cer-
tain policies, which were stated by the company to be in force, were actually in force ?
—A. Yes; I had occasion to do that pretty soon after that interview with Mr. Eld-
ridge, in regard to the two million dollar difference between the actuary’s report and
mine, because towards the close of the year business had not been as large as they
had hoped, and every effort was made to increase the volume.
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Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Life Insurance Com-
pany of New York :

If I may be excused for interrupting the witness, to inquire whether this investi-
gation is to extend into the affairs of the company generally ¢ The whole tenor of
the examination seems to be directed, not with any reference to the business in Can-
ada, but with reference to the general business throughout the world. It is a very
important matter, and just illustrates one of the reasons why it seems to us very im-
portant that we should xnow something of the scope of the inquiry before coming
with our answer.

The CuamrMAN.—The point is well taken.
Mr. Coster.—If they cannot pay in the States they cannot pay in Canada.

The CHAmRMAN.—Anything that affects the position of the company in Canada
will be admitted. We do not want evidence of things that happened outside the juris-
diction and not in touch with the business in Canada.

By Mr. Coster, K.C., Counsel for the Committee :

Q. I want t6 call your attention to the policies which the company alleged to be
in force, but which were not in force, as shortly as you can #—A. I looked at the book
at that time, because one of the assistant secretaries, Mr. Jones. had said to me that
a large number of applications had come down to his department for the policies to
be written, but that the policies were not to be stamped—you know at that time there
was a revenue stamp on account of the Spanish-American war ; it had to go on our
policies. The revenue stamp was not to be put on those policies, and they were not to
be signed and delivered, but they were to be written up and entered in the books, and
then they were to be sent to Dr. Bowden’s office and held there for instructions. Well,
in looking that up I know that the business was fictitious, that the policies would
never be delivered, and I made a memorandum of four or five or six of the policies
that I thought were fictitious. :

Q. Would you look at that memorandum and say if it was made by you at the
time ?—A. Yes, that is the one I had in mind. (Filed as Exhibit No. 2.)

Q. Perhaps you will explain what that memorandum is ?%—A., These were seven
of these policies that I thought would never be delivered, and were simply put in to
swell the business ; so before the annual meeting, but after the books had been footed
to show the volume of business, I went and examined the books and these policies
were included and reported as in force.

Q. What is the amount of those policies?—A. $190,000, but they only represent
a sample of a large number of them; there is $190,000 there.

Q. There is $190,000 that you have a memorandum of, but there were plenty
more —A. Yes; any number.

Q. Which were not in force, but reported as being in force —A. Yes, and then
soon after the report had been made up

By the Chairman:

Q. You mean the report to the Insurance Department ¢—A., Yes.

Q. And that report comes to our Insurance Department?—A. Yes, and then soon
after the report had been footed the cancellation clerk went through and cancelled all
those policies out.

Q. Was that actually in one of the reports by the company to the department?—
A. The policies were not mentioned by number, but the volume of business was re-
ported, and the amount, whatever it was, included those particular policies.

By Mr. Coster, Counsel for the Committee :

Q. And that would be the same report that would be filed here at Ottawa?—A.
It should be.
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By Hon. Mr. Domville:

Q. According to what you saw, that report was falsified that was put in #—A.
Unquestionably, in my judgment.

By the Chairman:

Q. From what you know?—A. Yes, from what I know. :

Q. That is the reports that were sent in to Ottawa by that company were falsi-
fied?—A. In that case to that extent anyhow.

Q. Of that you are positive —A. Of that I am positive.

Q. You spoke about comparing the amount; you said that you kept a daily record
of the new business written each day by the association ¢—A. Yes.

Q. The daily record of the business written each day by the association %—A. Yes.

Q. And that you compared with the statement in the Actuary’s Department ?—A.
No, I did not compare it with the statement of the Actuary’s Department; it had not
been made then, but I wanted to know what the Actuary’s Department was going to
report, and I called and asked verbally of the man in charge, the head clerk there, and
he said that he had made up the figures in a round form and that the amount of new
business would be so much. I immediately noticed that it was just about two millions
more than my report footed, and then I investigated to see where the discrepancy was.
I knew that mine was correct. H

Q. And.the discrepancy was made up of things of that sort?%—A. Yes, but that
particular discrepancy of two millions was almost made up entirely of the reductions
by carrying both the reduced policy and the original policy temporarily and reporting
it as in force. ;

By Hon. Mr. Landry:

Q. By reporting them both in force?—A. Yes.
Q. Although only one was in force %—A. Only one in force.

By Mr. Coster, K.C., Counsel for the Committee :

Q. When they would reduce a policy from $10,000 to $5,000 they would report
$15,000 in force?—A. They would if it was in the last six months of the year. They
did not cancel it closely. The cancellation clerk went through once or twice or per-
haps three times a year, or perhaps oftener, but there was generally about six months
of business that was not cancelled out.

By Hon. Mr. JLandry :
Q. At all events it was the evil of their methods?—A. Yes.

By Mr. Coster, K.C., Counsel for the Commattee:

Q. It was a false statement made to the department of insurance being in force
that was not in force?%—A. That was the result.

Q. Do you know anything about the delinquent business, that being called in
force?—A. Yes.

Q. That would be business upon which the premiums were not paid?%—A. Yes ;
that business was generally carried about a year.

Q. Usually about a year after it was dropped ?—A. Yes. The reason of that was,
in my opinion, because under the terms of the policy they were allowed the privilege
of reinstatement any time within a year by complying with certain conditions, and
they claimed that they did not know which one of those policies or how many of them
were going to be reinstated, and consequently a poliey, if it had not paid a premium
that was due in January, was carried through the year.

By the Chairman :

Q. When there was no guarantee of its being continued %—A. No.
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By Mr. Coster, K.C., Counsel for the Committee:

Q. And it was not in force?—A. No.

Q. If the policy-holders had died, they would not have got a penny?—A. No.

Q. The company, if they chose, could put them back again? You say they would
retain that business for a year after the people dropped out?—A. Yes.

Q. And make that statement to the department as being business in force?—
A. Yes.

Q. Under oath?%—A. Yes.

Q. That this business was in force, when it was not%—A. Yes; they were allowed
to do it under the New York law—I mean, by the Insurance Department.

Q. The Insurance Department allowed them to do that %—A. Yes, and later on
they began to pursue it in their reports, but in 1898 they did not when I was there.

By the Chairman:

Q. To what amount would that business come, roughly %—A. It is too long ago to
state definitely, but I should think it would average for the five years preceding 1898
about thirty or forty millions—probably ; one year I think it was in the neighbour-
hood of sixty millions, but that is too long ago——

Q. That is, policies out of force, simply with the possibility of being reinstated?
—A. Yes.

Q. And they were sent in by the company as business in force?—A. Yes.

By the Hon. Mr. Domwville:

Q. Statements were sent out to the public to this effect: Large increase in busi-
ness ; ten millions over January, or February, as the case may be. I received one, two
or three days ago, and your statement is, that these statements were not only false to
the department, but false to the public, out of whom they were trying to get money. I
am asking what the effect would be of their sending out those statements, when as a
matter of fact, they were carrying deadwood that did not exist?—A. Those statements
that went out referred to new business, and did not refer to that lapsed business.

Q. You do not understand me: the volume of business in force—that was mis-
leading ¢—A. Yes, it was.

Q. That was misleading to the public and false %—A. Yes.

Q. Did you call the attention of the vice-president to this discrepancy ?—A. Be-
tween the Actuary’s Department and mine?

Q. Yes %—A. Yes, I think the same day.

Q. He was the actuary of the association?—A. Yes, he was the actuary, as well
as the vice-president. :

Q. What did he say %—A. He said that that had been for years included, and that
business was not as large that year—this is the substance of it—I do not know his
words—and that it was an inopportune time, or not an advantageous time, to make
that change and cut that business out. The result would be, of course, to show two
million less than the report did show finally.

Q. Anyway, he did not do it at that time ?—A. No, and I left on the 25th Janu-
ary, but he did not do it before that.

Q. Did you receive as assistant secretary written orders from the executive com-
mittee, verbally or in writing, as to the conduct of your business —A. I got both,
some written and some verbal.

Q. Any orders which you thought were perhaps not in the interests of the company
that they should be carried out ? I do not want you to state all the orders you ever
had from the executive committee 7—A. That order that I got in regard to the matter
I have already touched on, allowing the last bi-monthly call as commission—T did not
think that order was right, and then some time after they had a man named Moton
D. Moss made general manager ; he was the man in authority although not the con-
stitutional officer.. He gave orders. . At first I paid no attention to it because I was
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supposed to be governed by the executive committee, and he complained of it, and I
had a talk with the president, Burnham, and I told him that Mr. Moss had given cer-
tain orders—I do not remember now what they were—that conflicted with the previous
instructions I had received from the executive committee.

Q. And the rules of the company —A. Yes, both, and I asked him what I must
do, that he had supported Mr. Moss in some cases, and his answer was one that rather
offended me. FHis exact reply was, ¢ Mr. Stevenson, you will be perfectly safe in doing
whatever Mr. Moss says” It looked as if my going to him' for instructions was to
seek safety, and I did not like his answer, ¢ You will be perfectly safe in doing what
Mr. Moss says,” and the result was that Mr. Moss gave orders right and left.

Q. Did you on or about the 1st April, 1897, receive from Mr. Burnham a letter,
of which that is a copy *—A. Yes, I got that letter from him.

Q. Where is the original %—A. It is in the archives of the office : it was there
when I left there.

Q. You have not got it —A. No.

Q. The company have it —A. Yes.

Q. And the other one is addressed to Mr. Moss by Mr. Burnham ?%—A. Yes, that
is a copy of the letter sent Mr. Moss, and this other the thing that was sent me by
Mr. Burnham, or a copy of it, I do not know which.

Q. You have got those both from Mr. Burnham ?—A. Yes.

(Documents filed as Exhibits 8 and }.)

Q. This document (Exhibit 4) was inclosed in the letter ¢ Is that a copy of
what it is —A. Yes.

Mr. Coster, K.C., Counsel for the Committee.—These Exhibits 8 and 4 read as
follows :(—

EXHIBIT 3.

MuTtuaL RESERVE BUILDING,
305, 307, 309 Broapway, NEW YORK,
April 1, 1897.
Mr. J. M. STEVENSON,
Assistant Secretary.

Drar Sir,—I send you herewith a copy of an order, which I have this day issued
to General Manager Moss, regarding the commissions to be allowed upon transfers
from the fifteen and ten-year plans to the new five-year combination option plan from
and after this date. You will kindly see that this order is strictly complied with.

Yours truly,
F. A. BURNHAM,
President.

EXHIBIT 4.

MuTtuaL RESERVE BUILDING,
305, 307, 309 Broapway, NEwW YORK,
' April 1, 1897.
Mr. M. D. Moss, General Manager,
Mutual Reserve Fund Life Association.

~ Dear Sr,—From and after this date the commissions which will be allowed and
paid upon transfers from the fifteen and ten-year plans to the new five-year combina-

tion option plan will be as follows :—
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1st. Transfers of policies which have been in force at least five years will be
regarded as new business, and the commissions paid thereon will be the same as those
now paid for the procuring of fresh business.

2nd. Upon the transfer of policies which have been in force for a Jess period than
five years, the commission which will be paid will be limited as follows :

(@.) One-half of the increase between the old and the new rates paid by the mem-
ber during the first year.

(b.) Renewal commissions, commencing after the association has received a full
annual premium, at the same rate as the agent receives under his present eontract for
business written on the five-year plan, less any commission paid or payable to the
agent originally securing the businesss.

It is, of course, understood that all applications for transfers hereinbefore referred
to shall be, as heretofore, made upon the regular application forms of the association,
and shall be accompanied by a regular medical examination, as prescribed by the rules
of the association.

Yours very truly,

(Signed), F. A. BURNHAM,
(Copy.) President,

Q. Would you say that that was not new business and that the commission should
not be allowed —A. That is the view I took of it then, and I have no reason to
change it.

Q. You mentioned with reference to the mortuary fund; for what purpose was
this mortuary fund used contrary to the constitution and by-laws of the company —
A. In paying commissions to agents.

Q. Anything else that you know of%—A, That is all T can recall now. There were
several ways that I did not think the mortuary fund ought to be used, but the most
glaring case was that of paying commissions to agents.

Q. Did you ever receive any order to the effect that agents’ commissions should
be paid out of the mortuary fund #—A. No, except allowing the last mortuary call;
that was taking it out of the mortuary fund.

Q. Did not your instructions have that effect #—A. Certainly.

Q. As a matter of fact, it did come out of it #—A. It did come out of it.

By the Hon. Mr. Landry :

Q. Did you say just now 65 per cent ¢—A. Sixty-five per cent was allowed to the
agent who secured the transfer and Moton D. Moss, the general manager, got an
over-riding of 20 per cent, making 85 per cent.

By the Chairman :
Q. Eighty-five per cent on the first Year’s premium ?—A. Yes.

By the Hon. Mr, Landry :

Q. That 65 per cent was allowed to the agent as commission %—A. The commis-
sion had already been allowed when the policy was taken out.

Q. But in the subsequent years—nothing to go to the agent for that —A. Noth-
ing out of the mortuary.

By the Chairman :

Q. Sixty-five per cent would be taken out of the mortuary fund the first year ?
—A. No, none of it was taken out of the mortuary fund the first time.
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Q. But the second time they would have to take it out ?—A. Yes, at the time of
the transfer.

Q. Look at this document, Exhibit 5—what is that %—A. That is the form of the
voucher. That was drawn for the purpose of getting the money out of the mortuary
fund and crediting it to the agent.

Q. That was the form —A. Yes. ( Filed as Exhibit 5.) ;

Q. Who prepared that form #—A. That was prepared jointly by Mr. Eldridge and
myself. I say jointly because after an interview with the president in which he became
angry because I objected to this thing. I prepared a form to use and sent it up to Mr.
Eldridge, but Moton D. Moss was the man who first talked with me and he approved
the form that I drew up, and then I sent it to Mr. Eldridge and he said he would leava
it on his desk ; he wanted to see it a while, and in a few minutes after I was sent for
to go to the president’s office. I found Mr. Eldridge there with this paper that I had
drawn ; he had evidently talked to Mr. Burnham about it, and Burnham was very
angry and the sense of his remark was that while he was not a timid man, that if that
voucher went through and was a matter of record on the books of the office he would
feel like taking to the woods.

By the Hon. Mr. Domville:

Q. Like what ?—A. Like taking to the woods as president of the company; and
then he said to me in a very angry way, ‘ Mr. Stevenson, it looks like as if you had
laid a trap. That was the sense of what he said, and then he said, ‘ Now, you know
what T want. You go and talk with Mr. Eldridge and prepare the form of voucher that
is to go through with these things” And that is why I say this was done by Eldridge
and myself. I sent it up to Mr. Eldridge along the line the president had ordered, and
Mr. Eldridge with a pen made some slight alterations, and this was the result.

By Mr. Coster, K.C., Counsel for the Committee:
Q. This Exhibit No. 5, says:—

¢ Mr. J. S. Hoffecker,
¢ Auditor of Accounts.

¢Dear Sir,—Please draw voucher for check for $........ (less cost of eollection),
crediting the account of ........and charge to Mortuary Account, being the amount
of call No. 94 under policy No. 500,000. JoHN SyiTH.

By whom would that be signed ?—A. That would be signed by me.

Q. That would be for agent’s commissions, would it ?—A. That would be credited
to agent’s account. The agent’s name would be credited, the account of John Smith,
who was agent.

Q. His commission would be paid out of the mortuary funds —A. That would
be part of it, to the extent of the last mortuary call on the particular policy. Say, for
instance, the last mortuary call was $15, and the first year’s premium was $75, he would
get $15 of it from the mortuary account and the balance the member was supposed to
pay him in cash.

Q. And was this memorandum which is here below on it —A. Yes, that was on
it. That was an explanation to show why that money was drawn.

Q. The last paragraph has nothing to do with it —A. No.

Q. Tt says:—

; ¢ Memo. : This policy has been exchanged for a policy on the five-year plan No....
and the premium on the new policy has been credited and the new policy has been
returned for cancellation.

Is that right —A. No, that should be the old policy has been returned for

eancellation.
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Q. It continues, ‘ And under the terms allowed the amount of the last call paid
on the old policy has been accepted as a part of the premium on the new policy. Said
amount belongs to the agents, who in their settlement had accounted for the entire
premium on the new policy without taking credit thereon for the amount of said last
call.’ ;

Now, on this form which you say you had drawn and which the president said
he would have to take to the woods if it were used, would your form have made any
difference —A. No, not a particle of difference in the result. I used the word bonus
and he took offence at that. Mr. Moss had told me that it was to be allowed as a
bonus for the transfer, and I used the word bonus there instead of saying part of the
commission—the allowed bonus for securing the transfer—and that made the presi-
dent exceedingly angry.

Q. He did not like the nasty word ¢bonus’ %—A. No.

Q. That was the form that was used afterwards in paying commissions out of
the mortuary funds %—A. Yes.

Q. During the year 1897 did you notice in the course of your busmess that certain
funds which were sent in as premiums by agents were received by Mr. Moss—that is
the manager of the company ¢—A. Yes, the general manager.

Q. And credited to his account instead of being credited to the account of the
policies %—A. I did.

Q. Did you draw the attention of Mr. Burnham to this state of affairs ¢—A. I
did.

Q. What was his answer #—A. He told me to follow the matter up and find out
how much there was and all about it, and have the policies properly credited—to get
the money from Mr. Moss and have the policies properly credited.

Q. Did you ever get the money from Mr. Moss —A. I had the policies properly
credited, but never got the money from Mr. Moss.

Q. By whom was the money paid in ¢—A. By policy holders.

Q. Have you any idea of about what the amount would be ¢—A. Between fifteen
and twenty-two thousand dollars.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Co.:

Q. Were those Canadian policies ~—A. I do not know where they were from—
all over the country, I suppose. I do not suppose it made any difference to him.

By the Chairman :

Q. It might as well have come from Canada as from the state of New York ?—
A. As far as I know they came from the country generally. I do not know whether
any of them were from Canada or not. I hardly think there were, but I have no way
of knowing. The only way would be to look at the policies. The records will show
every one I traced up.

By Mr. Coster, K.C., Counsel for the Committee :

Q. And it amounted to how much ?—A., Between $15,000 and $22,000—I think it
was between $15,000 and $20,000. g

Q. Money that this Mr. Moss got which he was not entitled to —A. Well, he was
entitled to some parts of it as his commission. For instance, if it came he got it all;
it did not make any difference.

Q. You say the books of your association would show the amounts so wrongly
credited —A. Yes, I said the books would show it. The book entry would not, but
the vouchers filed would show the details. Of course, the books themselves would not
show that.

Q. The vouchers referred to in the books would show it I—A. Yes.

- Q. Did you inform Mr. Burnham that you had been unable to collect the money
from Mr. Moss %—A. Yes, I told him I had traced the matter up an asked Mr. Moss
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for a cheque for the amount, and Mr. Moss said, ¢ Charge it to my account,” and Mr:.
Burnham said, ‘Go on and do it The pohcy-holder° had to be credited, the money
had come in and Mr. Moss had gotten it, so the policy-holders had to be credited, and
they 'were credited and entries were made charging Mr. Moss with the amount.

Q. So far as you know, Mr. Moss never paid it back ~—A. So far as I know, he
never paid it.

Q. I would call your attention to a member of the company, the Mutual Reserve
Fund Life Association, named Lawson N. Fuller; do you remember any peculiar cir-
cumstances about the surrender of his policy —A. Yes, T remember a settlement they
made with him which was irregular.

Q. State as shortly as you can what it was %~A. The case was this: he was a
policy-holder for, I think, $10,000.  He was an old man, a man of considerable pro-
minence in New York. He did not have the money to meet his premium in cash, so
the company accepted his notes for a while for probably $1,000, in that neighbourhood,
covering different premiums until it amounted to about that. Then Mr. Fuller wanted
a settlement with the company. The policy had no surrender cash value at all, and
the company paid him nearly $2,000 in cash and returned him his notes, which were
never paid, and took up the policy. T hold that was an injustice to the other mem-
bers of the association, because the risk had been carried on his life on the strength
of his notes, which were not paid, and his policy had no cash surrender value, and they
had no right to draw from the mortuary fund to make a settlement on that policy. I
remember the voucher in that case was drawn, not by President Burnham, but by his
brother, Mr. George Burnham, who was the one that signed it, and Mr. John W.
Drooman was another, and I forget who the third was that signed it.

Q. Was Mr. Eldridge’s name on it —A. I do not think so. I am not certain
about it, but there were three signed it.

Q. Can you recall the names of any agents to whom commissions were paid out of
the mortuary funds by direction of the president %—A. A number of them.

Q. Perhaps you might mention a few names —A. Well, there was a firm called
Spiess & O’Connor, that was one firm; there was another firm of Baumann & Barry;
there was William Jaretzsky: there was the firm of Burger & O’Connor, and E. O.
Lowry. On reflection, I can give you a dozen, but I guess that is enough.

Q. You can give a number of others >—A. Yes, I mentioned those because they
are in New York state, most of them, except Lowry and Barry.

Q. Can you give us a rough estimate of the amount that was paid out of the mor-
tuary fund altogether %—A. No, I cannot.

Q. The books would show it ~—A. Yes, the books would show it—I should say
about $25,000. There was that much paid out as last call, more than that including
bonds, statements of cash. I knew about the exact amount at one time, but it is sa
long ago I would not like to say now.

By the Hon. Mr. Landry:

Q. What was your salary %—A. At the time I left it was only $75 per week. There
had been a reduction in all the salaries of the officers, and mine was cut from $85 to
875, so at the time I resigned I was drawing $75.

Q. What was the president’s salary ?—A. I think $25,000.

By the Hon. My, Domuille:
Q. Twenty-five thousand: dollars a week ?—A. Oh no, $25,000 a year. He had
other sources of income.

By the Chairman:

Q. That was his official salary —A. That is my 1mpressmn That is ‘what was
generally understood. [ L.
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By the Hon. Mr. Landry :

: Q. And the vice-president %—A. I think Mr. Eldridge got $18,000—-that is my
impression.

Q. You spoke of an interview that might have taken place at Washington or
Richmond %—A. He said if I would notify him he would meet me there, but I hava
never spoken to him since that interview I have mentioned.

By the Chairman:

Q. You said a minute ago that the president of the company had other sources
of revenue ; is that outside of the company or inside of the company —A. That was
rather in a jest, but I do not mind telling you what I had reference to: There was
a fund left by President Harper, and a resolution was passed which enabled the presi-
dent to handle that, but I do not know how much of it.

Q. What was that fund ? How did it arise ¢ Was it money belonging to the
policy-holders %—A. To the best of my recollection it was in this way: in his will Mr.
Harper made a bequest to his family, I think one-third, and released the company
under an old contract to the amount of one-third of his claim on condition that Presi-
dent Burnham was elected president, and that money later President Burnham had the
board of directors pass a resolution allowing him to use that one-third interest re-
leased by Mr. Harper, to the best interest of the company according to his judgment.
That was the sum and substance of it.

By the Hon. Mr. Domville: .
Q. How much would that be %—A. I think fifteen thousand dollars a year.

By the Chairman: ‘
Q. That money is still being paid ? The heirs are still drawing the money ?—A.

They were when I left.
Q. So the heirs must have been paid out of that fund %—A. Yes.

By the Hon. Mr. Domuville:

Q. I understand the witness to say that when Mr. Harper died he willed his claim
sgainst the company for so many thousand dollars a year to his heirs, but that one-
third of it was to go to this Mr. Burnham, and that the company is still paying that
money to the heirs —A. No. What I said was that he released to the company. His
commission contract was, roughly estimated, about $60,000 a year, and one-third of
that would be of course about $20,000. He provided-in his will that if the board of
directors would elect Mr. Burnham as his successor he would release to the company
one-third of that sum of $60,000.

By Mr. Coster, K.C., Counsel for the Committee:

Q. And Mr. Burnham succeeded in getting that $20,000 afterwards —A. He
ecither induced the board of directors, or they of their own free will, passed a resolu-
tion allowing him to use that fund to further the interest of the company.

. Q. At his own discretion %—A. At his own discretion if he liked. He did not

have to make an account.

By the Hon. Mr. Domville:

Q. As I understand, the president got $25,000 a year salary and $60,000 besides
as commission %—A. I do not think it, because from year to year he released the
company. [

Q. But he was drawing $60,000 a year besides $25,000 as salary ?—A. Yes.

By the Chairman :

Q. Is that being done to-day —A. I do not know.
... Q. It was when you left in 1899 ¢—A. Yes.
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By Mr. Coster, K.C., Counsel for the Committee :

Q. What you mean is that Mr. Burnham was getting $25,000 salary and one-third
of $60,000 %—A. Yes.
Q. Did he make any account of it —A. Not so far as I know.

By the Hon. Mr. Domwille :
Q. Would there be vouchers there to show it if he did %—A. Certainly.

By the Chairman :

Q. You said that by the will of Mr. Harper one-third of the fund which he had
control of was to go back to the company, and that the directors voted over that third
to Mr. Burnham to be used at his discretion ?  Were there any other conditions in
that will %—A. Yes, my memory is not fresh enough to go into that. It is too long
ago

By Mr. Coster, K.C., Counsel for the Committee :

Q. You spoke of this one policy-holder, whose name you mentioned a few moments
ago, giving notes for mortuary premiums; was it the habit to accept notes for mo#-
tuary premiums —A. It was not the habit.

Q. But it was done sometimes —A. Very rarely.

Q. It was against the constitution and by-laws of the company ?—A. So far as I
know, it was. I did not know that they could be paid except in cash.

Q. What is your salary as manager of the Metropolitan Department of the North
American Life Company ? Is it a better position than the one you had before %—
A. In immediate returns it is not as good. I draw both salary and commission. The
immediate salary this year is not as much as $85 a week.

Q. But the chances are better, you say ?—A. Yes.

Cross-examination of witness postponed until to-morrow.

June 16, 1904.

The witness having read over the foregoing shorthand report of the evidence given
by him desirés to say with respect to the questions and answers at the foot of page 13,
Tines 29, 30 and 81, as follows:—(See page 9 of Evidence as printed).

As soon as the Insurance Department at New York had it brought to their notice
that delinquent policies were represented by the company as being in force, they added
new lines in the blanks supplied to the company upon which the company were required
under oath to set forth :—firsf, policies mnon-delinquent December 31st ;s second,
olicies delinquent on which association’s liability continued during delinquency ;
third, policies delinquent on which association’s liability was suspended during de-
linquency. See sworn report of the company to the Insurance Department in New
York, December 31, 1899, page 3.

(Signed) J. M. STEVENSON.

! STEVENSON
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Orrawa, June 16th, 1904.

The evidence of J. M. Stevenson taken yesterday was read to the Committee.

The CmARMAN.—If any honourable gentleman wishes to ask the witness any
question he may do so now.

By the Hon. Mr. Sullivan:

Q. What' year did Mr. Harper die?—A. In July, 1895.

Q. Did Mr. Burnham succeed immediately —A. Yes, sir. :

Q. In what office was he before that—during Harper’s life?—A. He was counsel
of the company.

Q. Was he a relative of Harper's?—A. Not that I know of,

Q. He was a lawyer, was he?—A. Yes.

Q. Are there many companies like that in the United States—I mean on that
principle —A. You mean on the assessment plan—yes, there are a great many on the
assessment plan.

Q. Do you know of any in Canada?—A. I know very little about Canadian com-
panies, excepting the one I represent. I do not know of any assessment companies
in Canada. There may be the Foresters, or something of that kind, a secret order.

By the Hon. Mr. Robertson:

Q. Who drew Harper’s will%—A. I could not tell that of my own knowledge. It
was usually supposed that it was drawn by Mr. Burnham; but I, of course, was not
present and could not answer.

Q. He was a lawyer %—A. Yes.

By the Chairman:
Q. And attorney for the company at the time?—A. He was attorney for the
company at 'the time.

By the Hon. Mr. Watson:

Q. This sixty thousand dollars that you refer to in your evidence as Harper’s
claim against the company of which he willed one-third to Burnham-—what claim wis
that? What claim had Harper on the company for the sixty thousand dollars?—A.
It seems that in the early years of the company Mr. Harper, the president, had an
agency contract whereby he got a certain commission on the annual dues as paid
each year, and at the time of his death the business had grown so rapidly that under
that old agency contract which he held, the commission amounted to about $60,000.
I do not want it ta 'go on the record as stating $60,000 a month.

Q. T want to know if that was a just claim Harper had against the company
under the contract?—A. I know nothing about the legal part of it. I know about
the contract. :

By the Hon. Mr. Sullivan:
Q. He founded the company?—A. He was called the founder. It was or-
ganized really by Mr. Bloss.
Q. In your opinion had Harper the right to dispose of and direct the disposal
of the $60,000%—A. If it was his property, certainly he had.
Q: But: when he died, what right had he?—A. That is a question of law.
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By the Chairman:

Q. But as a matter of fact, when he died, in 1895, this amount of commission
was still paid to the heirs, and a part returned to the company —A. Yes, for some
years. I understood Mr. Harper, prior to his death, released the company of certain
parts of that $60,000, what amount I do not know. 1

Q. It was still his. He was making a gift of it to the Company ?

By the Hon, Mr, Wood:
Q. It was an annual commission —A. Yes.

By the Hon. Mr. Béique:

Q. It was on the renewals?—A. Yes.
Q. It depended on the amount of renewals?—A. Yes.
By the Hon. Mr. Sullivan:
Q. He died in 1895%—A. Yes.
Q. How many years afterwards was it paid?%—A. T do not know.
Q. Was it paid any year after he died?—A. Yes.
Q. You do not know how many?—A. I do not know how many, because I left the

company in 1899. Up to the time I left, it was being paid.

Cross-examined by Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Life Insur-
ance Company of New York.

Q. You left the Mutual Reserve in 1899%—A. Yes.
Q. And since that time have not been connected with that company at all, as I
understand you?—A. No, sir.
Q. In any shape or form %—A. No.
Q. You have been engaged in insurance business since then?—A. Yes.
Q. And with the North American Life?—A. Yes.
Q. And I suppose that daily business has pretty well occupied your time?—A.
Pretty fairly, yes. 4
Q. How much notice had you before yesterday that you were going to be ques-
tioned about these matters that you gave evidence in regard to?—A. The first time, I
~ think, was about ten days or two weeks ago.
- Q. You have had about ten days or two weeks to refresh your memory —A. If T
desired to do so.
Q. And came here from New York for the purpose of giving evidence %—A. Yes.
Q. At your own expense or at anybody else’s expense —-A. Well, T expect my ex-
penses to be paid.. They have not been paid, but I should think they would be.
Q. Were you served with subpena?~—A. T was not.
Q. You came of your own wish, voluntarily —A. T was requested to come, yes.
Q. Would you have any objection to saying by whom?—A. Mr. Wells asked me
if T would come on and give some testimony, T told him T would if T could.
Q. And arranged your business so as to admit of your attendance here, coming at
your own expense primarily, but expecting to be repaid —A. Yes. »
Q. By Mr. Wells?—A. The way it is done in the United States, I expect the
court, whoever it is, will defray my expenses. S
Q. You expect your expenses will be borne out of some fund?—A. Yes.
Q. You were connected with this company for a period of about sixteen years ?—
A, Yes.
Q. When you went there first, in 1883, the company was about two years in ex-
istence —A. It was organized in 1881, I believe.
Q. And Mr. Harper was then president?—A. Yes. _
Q. And had, as you always understood, taken a very active part in the organization
of the company, had he not?—A. Not in its original organization, as I understand it.
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He became president in 1882, and I do not think he had any connection with it until
then.

Q. And the company is purely a mutual company?—A. It was at that time.

Q. And up to the time you left?—A. Yes.

Q. It has no shareholders, in the ordinary sense of the word?—A. It had not then.

Q. Its members consist simply of whatever men are insured in it, the policy-
holders —A. Yes.

Q. And it is they who elect the directors by their votes, who manage the affairs of
the company ?—A. Yes.

Q. And that has always been its organization?—A. While I was with it, yes.

Q. And so far as you know, up to the present time?—A. One thing I should like
to explain: they were elected by the members, either in person or by proxy. Most of
the votes were given by proxy.

Q. It is like any other company where the members are scattered %—A. Yes.

Q. And there was a very large number of members up to the time you left?—
A. Yes.

A. About how many ‘thousands?—A. I do not know.

Q. As many. as a hundred thousand?—A. No, I do not think so. I do not think
even at the largest they ever reached a hundred thousand different members.

Q. I mean the different persons insured —A. No.

Q. Perhaps 75,000 or 80,000 %—A., Yes, I suppose at one time.

Q. Having an anuual meeting and either attending personally or voting by proxy;
that is right %—A. They did not all give proxies.

Q. But any one who chose gave a proxy —A. Yes.

Q. Or any one who chose attended personally.—A. Yes.

Q. That was the organization and government of the company —A. Yes

Q. When you went there who was president —A. Harper.

Q. Mr. J. D. Wells was not then connected with the company, was he?—A. I do
not think so. I am not certain but I think Mr. J. D. Wells’s connection began in
1883 or 1884—1883, I think.

Q. Shortly after you came there —A. He may have been up here and represented
them in Canada here. But I do not think I met Mr. Wells in 1883 or 1884.

Q. About 1883 or 1884 he first came into the employment of the association and
continued with them until the very day you resigned %—A. Yes.

Q. And what position was he in —A. He was vice-president and chairman of
the executive committee at that time.

Q. And had been for a number of years, had he not —A. I do not remember how
long he had been chairman of the executive committee, but he had been vice-president
for a number of years.

Q. The executive committee was a committee of the directors —A. Yes.

Q. How many ?%—A. Three.

Q. Three directors —A. Yes.

Q. And Mr. Wells as vice-president and as chairman of that committee, of course.
was a director %—A. He was a director.

Q. And had been for these great number of years, you cannot say how many ?—
A. T do not remember how many.

Q. Then would I be correct in understanding that he was next in authonty to
Mr. Harper until Mr. Harper’s death, and after Mr. Harper’s death next in authority
to Mr. Burnham ?—A. Well, T should think under the constitution he would have
been, but for a time Mr. Wells was in Europe

Q) He was attending to the company’s business there —A. Yes, attending to the
company’s business there.

Q. The company’s business extended not only over the United States and Can-
ada, but also over Great Britain and on the continent of Europe—almost all the coun-
tries of Europe %—A. A good many of them.
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Q. And Mr. Wells was for some time on the other side of the Atlantic on the com-
pany’s business —A. Yes.

Q. With the understanding I would be right in saying that he was second in
authority —A. Not all the time. Mr. Wells was vice-president, if I remember cor-
rectly, and then part of the time Mr. Alfred Taylor was vice-president and part of
the time Mr. O. D. Baldwin, but when Mr. Wells became second in authority I could
not tell from memory.

Q. When did Mr. Eldridge come to the company %—A. He was connected with
the company in some capacity during Mr. Harper’s lifetime. IHow long that connec-
tion lasted, I cannot tell. I think it was actuarial work.

Q. He was the actuary of the company during Mr. Harper’s lifetime, and after
Mr. Harper died Mr. Eldridge became one of the vice-presidents —A. One of the vice-
presidents and actuary. You said during Mr. Harper’s lifetime he was actuary; I
cannot say he was. He was doing actuarial work but whether he held the position of
actuary at that time, I do not know.

Q. That was his relation to the company during Mr. Harper’s lifetime?—A. Yes.

Q. And after Mr. Harper’s death he became vice-president along with Mr. Wells
up to the time you left —A. Mr. Eldridge had left the company before Mr. Harper’s
death. He was not in the office. Then at the first annual meeting, I think it was,
after Mr. Harper’s death he was elected vice-president, and appointed actuary.

Q. And he continued to be actuary. And Mr. Burnham, as president, and Mr.
Eldridge, as vice-president, have been the managing men of the company, since 1899,
since you and Mr. Wells left, so far as you know?—A. Well, so far as I know, they
have been even longer than that. Although there were three members of the execu-
tive committee, it was generally understood, notwithstanding the fact that Mr. Wells
was chairman of the executive committee, that vice-president Eldridge and president
Burnham really controlled the company. That was the impression.

Q. That was the impression you got towards the latter part of the time you were
there, I suppose —A. It was more particularly after Mr. Moulton D. Moss came there,
in 1896 or 1897.

Q. Mr. Moss first appeared on the scene connected with the association towards
the end of 1895, did he not?—A. I have not refreshed any memorandum I had on that
subject for a year or more. I thought it was 1896; it may have been 1895.

Q. I am told it was the very end of 1895, he first had any connection with the
company *—A. It may have been.

Q. He was there at all events throughout 1896 and 1897, and the first part of
1898 %—A. Yes, I think he left in July, 1898.

Q. He was there altogether possibly a little over two and one-half years, there-
abouts —A. About that. ;

Q. Had you ever heard of him before he came?—A. I never did.

Q. Had Mr. Wells, so far as you know %—A. Before he came to the company ?

Q. Before he came to the company.—A. I do not know.

Q. You have heard since that he had a very bad record?—A. I have.

Q. That he had been convicted and undergone punishment for some crime in
Australia?—A. T understood that Mr. Moss had been arrested and tried, or some-
thing, but I do not remember any conviction.

Q. Did you not understand, as a matter of general knowledge in the company
after his dismissal, after it was found out that he had the record I describe, that he
had been convicted and had undergone the punishment for some crime in Australia—
imprisonment at hard labour?—A. No, I do not think I ever heard of that. I did
hear this, that at the time he was brought over from Europe, or made a connection
with the Mutual Reserve, he could not leave England, without a money settlement
with some creditors.
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Q. Was not that after he was connected with the company that he was liable to
be capiased “—A. No, my recollection is it was before he became connected with the
company. :

Q. That is only arrest for debt; I am mot speaking of that; I am asking if it
was not arrest and imprisonment for erime in Australia, and that he had undergone
punishment which was the cause of his dismissal by the company when they found it
out?—A. I never heard that.

Q. He was dismissed, was he not?%—A. I think he was.

Q. In the summer of 18987 He was first employed, I suppose, by Mr. Wells, was
he not?%—A. I do not know who first employed him.

Q. In 1895, or the beginning of 1896, when Mr. Moss came there, who was at
the head of the agency department of the company?—A. I could not tell you; I
really do not remember.

Q. What was your department?—A. I was assistant secretary.

Q. You could not tell me who was at the head of the agency department, in
control of all their agents during 1896-1897%—A. Mr. Moss was the general manager
after he came there.

Q. Mr. Moss was general manager first for the Metropolitan district around New
York, and afterwards for the United States; I am asking who was utv the head of
the agency department?—A. Before Mr. Moss came?

Q. No, over Mr. Moss %—A. T really could not tell you that.

Q. The business of the company then was so large that it had to be subdivided
into departments?—A. It had different departments.

Q. Was not the business of the company divided up into departments?—A. Yes.

Q. And was there not a department called the agency department?—A. Yes.

Q. Having charge of all the agents —A. Yes.

Q. And was not Mr. Wells in charge of that department %—A. Mr. Wells was
head of the agency department of course, but I thought you meant

Q. He was in Europe for how long %—A. About eight or ten months.

Q. And Mr. Wells was the man who discovered Moulton D. Moss, was he not %—
A. Do you mean discovered his questionable transactions.

Q. No, discovered him for the company —A. I cannot tell.

Q. You do not know who went into the contracts with Mr., Moss?—A. I heard
that Mr. Wells and Mr. Vrooman signed the contract, but who brought him to the
company, I do not know.

Q. After Mr. Harper died Mr. Burnham became president, and he had the control
of this fund of about $20,000, or in that neighbourhood, which Mr. Harper had left
to the company by his will, had he not %—A. After the passage of the resolution by
the board of directors he was allowed

Q. Turned it over to him %—A. To use it in his judgment for the best interest of
the company, so far as I recollect the resolution.

Q. Were there are complaints—internal complaints—in the company ?—A. On
that point ¢ 4

Q. Yes %—A. I never knew a word of that until I had left the company.

Q. After you left you heard of complaints —A. No, of the allowance to the
president. T did not know he had been drawing that money.

Q. Do you mean to say that up to the time you left in January, 1899, you did
not know Mr. Burnham was handling, under a resolution of the directors, this one-
third of Mr. Harper’s commission #—A. That is exactly what I say.

Q. Did you know there was an investigation by a committee of the directors in
the summer of 1898 as to what had been done by Mr. Burnham with these moneys -
A, Yes. I heard of that investigation—in 1898 ? :

Q. Yes %—A. T do not remember the date, but I heard of the investigation.

Q. Before you left —A. I never heard of the fund until after T had left—I mean

of the committee having allowed Mr. Burnham to draw the fund until after I had left.
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Q. Did you not hear until after you had left that there were those complaints and
that there was an investigation by the committee during the summer of 1898 #—A. No 3
not until after T had left.

Q. Could that have gone on without Mr. Wells knowing it —A. In the executive
committee two members of it formed a quorum and they could have done‘it. ‘I was
not a member of the executive.

Q. You were not a member at any time 2—A. No.

Q. Mr. Wells had been ¢—A. He had been for years.

Q. Did you hear at all before the annual meeting of 1899 that Mr. Wells would
like to be president instead of Mr. Burnham ?—A. 1 heard that in December.

Q. Tn December of 1898 —A. December, 1898. )

Q. And that he was endeavouring to get proxies or votes to put him into that posi-
tion —A. You asked me if he desired to be president. I never heard him say so. I
heard him say to the contrary, that he did not.

Q. You heard him say that he did not wish it —A. He said he thought General
James was the man. 4

Q. That it ought to be somebody other than Mr. Burnham ?—A. Yes.

Q. And for how long before this annual meeting of 1899 was Mr. Wells taking
that position, that there ought to be a change ?—A. The first I knew that he desired
a change in the management was, I think, in September, 1898. :

Q. And what was your attitude in that regard?—A. As soon as I found out that
he held that view—in fact I held the view a long time—I took the same view he did,
T thought there ought to be a change.

. And you were willing to co-operate —A. Yes:

Q. You were a policy-holder yourself —A. Yes.

Q. Had you any proxies —A. No. _

Q. You had simply your own vote and position —A. Yes.
Q.

s

And you thought Mr. Wells was right in desiring this change ?—A. Yes.

Q. Did you actually assist in attaining that end 2—A. I do not know that there
was active assistance, but I was in sympathy with the movement and I thought a
- change was in the best interest of the policy-holders,

: Q. Was it a part of the understanding that if there should be that change a better
and more important position should fall to you 2—A. Tt was not any such promise or
agreement or anything of that kind. :

Q. We understand these things are not put into writing ordinarily %—A. The idea
was if the management was changed, if Mr. Burnham was to resign or get out, that
T would remain with the company. That was understood ; there was no agreement.

Q. And that your position would be increased in importance?—A. I do not know
that the point was brought up—oh, yes, I think it was. I think one of the ideas was
that I was to be either the secretary, controller, or something of that kind. - Mr.
Burnham and I had spoken of that.

Q. What about Mr. Wells?%—A. I never heard him express an idea of it.

Q. What was your own idea?—A. My own idea was that he was to be as he was
tefore, head of the agency department, and General James president of the company,

Q. Was Mr. Moss in this?—A. Was Mr. Moss in what?

Q. In this understanding, to call it by a gentle name?—A; Mr. Moss knew mnoth-
g about it that T know of.

Q. Was he a policy-holder 9—A. He had been.

Q. He would be a voter too —A. Yes:

Q. You do not know whether he was in this arrangement at all %—A. I know he
was not.

Q. He had been discharged in July?2—A. He had been discharged or his cons
nection severed in some way:

Q. In July, 18987—A. I think it was. '

Q. Had the change taken place as early as July, 18987—A. I never heard of it:
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Q. Then the annual meeting was held on the 25th J anuary, 1899 ?%—A. Yes.

Q. And at that meeting the overwhelming majority of votes was in favour of Mr.
Burnham and the old directors, was it not?—A. I was in the meeting a very short
while, and I suppose it was as unanimous as it ever was.

Q. And Mr. Wells was dropped from the directorate altogether %—A. He was not
—that was done by the members; he was not re-elected.

Q. So he was no longer on the board? About what hour in the day would that
meeting be 6ver and that result known —A. T do not know how many hours the meet-
ing was held. It was called, T suppose, about noon.

Q. And that would be all over in an hour at the outside?—A. An hour or two.

Q. Was this resignation that you put in here on paper at that time?—A. Tt was.

Q. When was it on paper *—A. My first resignation was——

Q. This one I am speaking of?%—A. This was before the day—before the annual
meeting.

Q. It is dated the day of the annual meeting?—A. T was writing it at twelve
o’clock.

Q. Twelve o’clock struck before you finished it?%—A. It was at night. ]

Q. And it-was preparing for an evil day that might come on the morrow?—A. T
had made up my mind to go.

Q. To surrender $75 a week for conscience sake?—A. That is exactly what I did.

Q. Because you felt that to stay longer and take that $75 would sacrifice your
manhood —A. Not to take the $75 but to stay longer and remain in with my mouth
closed as to certain things.

Q. As to the wrong-doing—A. Yes.

Q. So you made up your mind to sever your connection before this?—A. Yes.

Q. Was that resolution depending at all on the result of the annual meeting ¢—
A. Yes, I had made up my mind if Mr. Burnham and the others continued I would go.

Q. Your position, I suppose, depended on the will of the directors? They could
discharge you?—A. Certainly they could, on thirty days’ notice.

Q. Whatever your contract was?—A. Yes. -

Q. You had this document prepared by your legal adviser, Mr. Pendleton?—A. .
Yes.

Q. And it was not delivered until the day after the annual meeting?—A. Tt was
delivered the morning of the 26th of J anuary.

Q. In leaving the company at that time, did you co-operate with Mr. Wells in what
went on with regard to the company’s affairs afterwards?—A. In some ways, yes.

Q. Did you not in all ways?—A. No.

Q. Did you join lim in maqking a statement of charges against the management
of the company before the Insurance Department of New York State on the 17th of
April following —A. T forget the date I joined with him in making some charges.

Q. Tt was within three months of his withdrawal?—A. T thought it was later than
April. ) :

Q. Tt was later than April before it came on for hearing, but I am told it was on
the 17th of April your memorial was sent to the department?—A. T do not know that,
but I signed it.

Q. You and Mr. Wells?—A. Yes.

Q. In that memorial did you include all the charges of wrong-doing, as you con-
sidered, that you were acquainted with?—A. That was about four or five years ago. I
do not remember the charges. T have not read them for, T suppose, three years, and I
do not remember now what was included in them. J

Q. These things seem pretty well impressed on your memory; can you tell me
this, was there a thing that you testified to yesterday that was not included in the
charges in that memorial?—A. I do mnot remember whether there was anything
omitted or not. :
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Q. Can you suggest anything you told the committee yesterday that was not in-
cluded in that memorial?—A. I do not remember.

Q. You cannot remember any?—A. No.

Q. That was investigated by the department at considerable length was it not%—
A. The charges?

Q. Yes?—A. It was claimed that it was and that it was not. I do mnot know
whether it was or not.

Q. Have you not seen the report of Mr. Vanderpoel of that investigation ?—A.
T saw a newspaper clipping of it; I do not know whether I have ever seen the official
report.

Q. You know Mr. Vanderpoel’s position do you?—A. Yes.

Q. He is the chief examiner of the department?—A. Yes.

Q. And you are not sure whether you ever saw his official report or not?—A.
Very likely I have seen it. -

Q. It is dated the 2nd of April, 1900, it is made under oath and he states in it
that he with some twelve assistants examined all the books, papers and records of the
association, including the minute book and also contracts that were referred to in the
charges, to make a minute report on it to the superintendent; does that come to
you as news at all%—A. No, I saw a newspaper account of it.

Q. And you know that his report entirely exonerated the association and its officers
of the charges which you and Mr. Wells had made against them?—A. I do not know
that.

Q. Have you read his report ? He says :—

¢Tn such examination I investigated the said charges against the said association
and its management, so filed, in so far as the books and records of the association
were concerned, and in so doing found nothing which impaired the integrity or
honesty either of Frederick A. Burnham, the president of said association or of any
one else associated with him in the management of the association’?—A. Now it
oceurs to me the wording he has in there why I did not think it an exoneration. It
says ‘In so far as the books and records show’. They had a way of putting their
vouchers that wi. not always

Q. Who had a ‘way of doing that? Mr. Stevenson?—A. The company. Mr.
Stevenson had nothing to do with vouchers.

Q. He signed vouchers?—A: He had a form of vouchers.

Q. You controlled your department did you not?—A. Yes.

Q. And Mr. Wells controlled his?—A. Yec

By the Chairman:
Q. You said something about the remark in so far as the books and records show?
A. T say in my judgment no investigating committee could by reference to the books
alone find out what was desired to get from the books.

By Mr. Aylesworth, K.C., Counsel for the Mutual Eeserve Company :

Q. Returning to what I was asking you about, the books and the vouchers during
the sixteen years you had been with the company—the books and the vouchers con-
nected with your department had been of your signature and on your responsibility ?
—A. Yes.

Q. Similarly, during the equal or greater length of time Mr. Wells had been at
the head of his department, the books and the vouchers connected with the depart-
 ment had been on his responsibility %—A. Supposed to be the case.

Q. I suppose they were not falsely kept, so far as you were concerned —A. I
suppose not. :

Q. On that report being made by Mr. Vanderpoel, in April, 1900, what was the

next thing Mr. Wells and you did—A. I could not tell you that.
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Q: Did you then go to the Attorney General of New York State and make an
application to him under the statute law of New York that he should take proceed-
ings to remove Mr. Burnham?—A. Some such resolution was made, and I was a
party to it.

Q. Some such application%—A. Yes. :

Q. Can you tell me when that application was set on foot? How soon after Mr.
Vanderpoel’s report%—A. I cannot tell you that.

Q. It was within a few weeks, was it not?%—A. I should think it would be nearer °
to say within a few months.

Q. Some time within a few months, and that was an application signed by Mr.
Wells and yourself —A. Yes. ;

Q. And it repeated the same charges, did it not?—A. So T believe. I do not
know if they were exactly the same.

Q. And applied to the Attorney General asking him to intervene’—A. Yes.

Q. Who was the Attorney General of New York State at that time? Was it Mr.
Hancock ?—A. T do not think so. Call over the names of the different Attorneys
General and I will recollect the name.

Q. Tt does not signify. Did you know of a previous investigation a few months
before, or a previous application of the same nature made to Attorney General
Hancock by one of the men who signed with Mr. Wells and you this memorial to the
Attorney General that I have been alluding to?—A. That was entirely separate and
distinet from the one we sent.

Q. T believe it was.—A. Then I do not remember anything about it.

Q. It was by a man named Deming?*—A. He did take some action; what it was
I do not know.

Q. What was the result of this application of yours to the Attorney General %—A.
where was no result that I know of.

Q. Nothing came of it?—A. I do not know of any.

Q. He declined to act?—A. I think so.

Q. He investigated independent of the insurance department—A. I could not
answer for that, because I do not know what he did.

Q. Did you not appear before him?—A. I did not. I went, up there and it was
held behind closed doors.

Q. You were not before him personally %—A. No.

Q. Was Mr. Pendléton?—A. No, Mr. Pendleton never appeared before him to
my knowledge. I do not think he did.

Q. Did the matter remain quiet from that time, 1900, or the end of it, until
this present spring?—A. There is very little time there is not some suit brought
against them of some kind, so I cannot answer that.

Q. There has bheen a perfect carnival of litigation against the company in the
United States, has there not?%—A. There has been. a good deal. 7 :
Q. Has any of it been fomented by Mr. Stevenson —A. Not a particle of it.

Q. You have not been responsible for any of it?%—A. For the instigation of it?

Q. Yes —A, Excepting the application to the Attorney General and the Insur-
ance Department,

Q. Since then you have attended to your own business and left the company’s
business alone?—A. I did not instigate it; I have been called as a witness.

Q. Coming to the matters you testified about yesterday, there are just one or
two things I should like to have explained. Mr. Harper was a very vigorous life in-
surance man himself, was he not?%—A. I do not know exactly how you use the word
vigorous. He was a forcible man. ;

Q. You worked with him for twelve years or more?—A. I was with him from
1883 to 1895. '

Q. And you found him a very forcible man —A, Yes.
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Q. A very energetic man?—A. I so considered him.

Q. And a very capable, excellent, life insurance expert?—A. No. As a business
getter. There is a difference between an insurance expert and a man who is able to
organize and seécure business. I regarded Mr. Harper as a good business getter but
not a man who understood life insurance as well as a great many of less prominence.

Q. I accept what you say with gratitude; he was an excellent business getter?—
A. Yes.

Q. And he built up in the time of his connection with this association a tremen-
dous business?—A. Very large indeed.

Q. Starting of course from nhothing in 1881 or 1882 when he came?—A. It was
very small when he came in 1882.

Q. And it mounted up until the time of his death in 1885 to about how many
millions %—A. T think at the time of his death it was in the neighbourhood of $300,-
000,000—between two and three hundred millions. Tt is a long time ago.

Q. And that was very largely due, was it not, to his ability as an orgamzer and’
procurer of life insurance?—A. Very largely.

Q. Have you ever seén this contract under which he was receiving a commission?
—A. The original? :

Q. Yes?—A. No, I have read copies but never read the original

Q. It was made before he was connected with the company at all, was it not?%—
A. That is what was claimed. I cannot answer it.. It was claimed by some it was,
and by some it was not. :

Q. It was claimed at all events that before he connected himself with the com-
pany he exacted this contract or he stipulated that if he came to the company he
should have a percentage of all the business of the company the world over —A.
What the stipulations of his coming to the company were I cannot answer, because it
was before I went there.

Q. That was the terms of the contract?—A. I do not remember that.

Q. I want to get at how this $60,000 came?—A. The sense of it was he was to
get 20 cents on every thousand dollars insurance. .

Q. That would be two cents on each hundred dollars insurance; and that had
begun of course when the business ‘was very small and the amount of that two cents
commission was not large, but when it got to the hundreds of millions it was some-
thing enormous?—A. Yes.

Q. And the contract was that that was a payment which was to continue as long
as that business lasted %—A. That is my recollection of it.

Q. Tt was not to stop with Mr. Harper’s death at all?—A. That is my recollec-
tion of it.

Q. So that this large payment of $60,000 or thereabouts which it had come to be
in 1885, was simply the result of this percentage that Mr. Harper had contracted to
get from the company %—A. Yes.

Q. And that was possidly altogether out of the dues account —A. Yes.

Q. It had nothing whatever to do with the mortuary fund —A. I always so
thought.

Q. I am correct in what I say?—A. Yes, to the best of my knowledge and belief.

Q. It came from the payments called the dues?—A. Yes.

Q. How would that amount of two cents compare with the commissions that
were ordinarily paid to general agents of the company?—A. Of course that was very
much Jess than was paid to the agents securing the business, because this was on the
business of everybody that came in.

Q. On the business every man he procured to be an agent or that he organized
directly or indirectly—that was the bargain?—A. Yes.

Q. Then Mr. Harper died, as you told us this morning, in the summer of 1895,
and by his will he provided that one-third of that contract money should be released

to the company, or should go to the company, provided Mr. Burnham became president
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of the company in his place?—A. Yes, and my recollection of it is five years old, but
my recollection is he was not on]y to be elected, but re-elected for an additional time,
making it a five-years term; that is the way I understood it.

Q. After Mr. Harper’s death, during 1896, 1897, and 1898, durmg all which time
you were there, this $20,000 or thereabouts was at the disposal of the company —A.
When I first became aware of the terms of Mr. Harper’s contract I do not remember,
but I knew after his death, some time after his death, that there was a provision of
that kind, but where I obtained the knowledge I do not know.

Q. Did you know of a resolution passed by the directors of the company on the
subject in February, 1890 —A. In regard to allowing Mr. Burnham to control the
fund ?

Q. Yes?—A. I never heard a word of that resolution until I had left the company
in 1899.

Q. You did not know of it while you were with the company —No.

Q. Do you know it was said that Mr. Harper had, during his lifetime, out of this
commission money, borne heavy expenses which might, without impropriety, have been
borne by the company itself, for instance, his own travelling expenses to Europe, and
things of that kind %—A. No. I cannot recall anything of the kind.

Q. Did you understand that during Mr. Harper’s life he used that commission
money simply for his own purpose?—A. I never knew until after Mr. Harper’s death
that he was getting it.

Q. After his death you knew sooner or later of the resolution of the directors as
to the disposition of that fund %—A. Of that third interest ?

Q. Of that third interest?—A. I never knew of that third interest until after I
had left the company in 1899.

Q. And then you understood there had been a resolution of the directors in Febru-
ary, 1896, that it be held as a contingent fund for the purpose of meeting such items
¢l expenditure as did not fall under the ordinary routine of the department’s business ?
—A. T heard of that resolution.

Q. You say there was no audit of it, or that Mr. Burnham was not called upon
to have it audited %—A. The information in regard to that is what I obtained after I
left there.

Q. You were speaking of it yesterday?—A. Yes. :

Q. You said that Mr. Burnham was not under obligation to account for that fund?
—A. No, according to the resolution which I read, it exempted him from making an
account.

Q. But he did afterwards account for it during the summer of 1898%—A. No, I
never heard of it. If I did, I do not recall it.

Q. I thought you said a little while ago that you heard, after you left the com-
pany, that there had been complaints, and Mr. Burnham had presented his accounts
and they were audited by the executive committee?—A. I do not remember having
said that.

Q. Will you tell me that I was mistaken in that impression ?—A. Yes.

Q. It is news to you?—A. That he presented these vouchers?

Q. Yes?—A. I do not know that I ever heard of it.

Q. Will you say that you never heard it until I state it now?—A. I cannot
answer that—I do not remember.

Q. You know, I suppose, as a matter of ordinary knowledge of business affairs, of
insurance matters in connection with this company, that the payments have been
altogether discontinued %—A. What payments?

Q. Of this $20,000 —A. I do not know what was done after I left the company.

Q. Did you not know there was a resolution of the directors on the subject,
passed as long ago as August, 1898, discontinuing the fund and directing that no
further payments be made out of that fund?—A. Yes, I heard of some such resolu-
tion, but the details I never heard. :
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Q. And that the whole contingent fund was finally terminated in October, 1899 ¢
—A. I do not remember about that. It was after I left.

Q. You could not speak of what occurred after you left?%—A. No.

Q. Mr. Harper had been, while a very successful getter of business as you de-
scribed, not a very sound insurance man in his methods, I should judge —A. That is
a matter of opinion. I did not regard him as an insurance expert.

Q. It is your opinion I am asking; that is the fact in your view?—A. Yes, one
branch of the business.

Q. And one feature of his system of insurance is what you were referring to
yesterday as the fifteen-year policy %—A. That is the plan that was enforced while
he was president of the company.

Q. That is the plan on the strength of which this huge business of the company
was largely built up?—A. Yes, very largely on that.

Q. That was the plan in operation when you joined the company, in 1883 %—A.
Yes.

Q. And continued to be the principal plan until when?—A. I think they intro- °
duced what they call the ten-year plan in 1889 or 1890.

Q. And the five-year plan?—A. About 1895 or 1896, to the best of my recollection.

Q. But prior to 1889, the whole of the business was on the fifteen-year plan, and
these shorter ones were afterwards introduced at the dates mentioned.—A. To the best
of my recollection.

Q. Let me see if I understand what the system was. This fifteen-year policy, as
you call it, is not at all analogous to the fifteen-year straight life insurance policy,
is it?—A. No.

Q. Was this fifteen-year policy this, that premiums or assessments were fixed as
of the man’s age at the time he entered, with the provision that the company might
increase them at the end of each five years in accordance with their by-laws?%—A. Yes.

Q. The amount of premium the policy-holder was to pay was fixed as of the age
of the man at the date of his entry, with the proviso that the company might, accord-
ing to its constitution and by-laws, increase those assessments at the end of each five
years to the amount that the age which the policy-holder would then reach would
warrant. Take a thousand-dollar policy and the age of the man twenty-five years?—
A. The quickest way to get it is to read that clause which states that at the end of
each quinquennial period the rates may be adjusted to meet the actual mortality by
the association. That may not be the actual wording of the clause, but it is to that
effect. If a man entered at the age of twenty-five years, and at the end of five years
the miortality of the association made it necessary to increase the rate, it could be
done every five years. :

By the Hon. Mr. Cox:-

Q. What would become ‘of it at the end of fifteen years?—A. The reason it was
called a fifteen-year policy was that on the fifth anniversary a bond or bond statement
was issued representing the amount to the credit of that individual policy in the re-
serve fund standing at that time to the credit of the policy, and at the end of ten
years from the date of the issue of the bond it could be used as cash to pay dues and
assessments, so you see, it was fifteen years from the date of the original issue of a
policy before the reserve fund could be used to help to pay the assessments.

Q. Did the premiums cease at the end of fifteen years, or did the policy-holder
go on paying —A. He continued to pay, but he could use that certificate until it was
used up and then he had to go paying cash again.

Q. That is why you call it a ﬁfteen-year policy —A. Because at the end of fif-
teen years you could begin to use the fund in reserve and each bond matured at the
end of ten years. That was the fifteen-year system. ;
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By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Company :

Q. During Mr. Harper’s ineumbency, did he' eéver 'inecreage fhe assessments’ on
these fifteen-year policies %—A. Yes, there were increases made before Mr. Harper
died.

Q. Did he not always maintain the original assessment as of the date of entry 9%
A. As of the date of the age of entry ?

Q. Yes %—A. No, I think it was during his lifetime that the increase was made.

Q. When ?—A. I could not tell you that; it is so long ago.-

Q. Am I not right in understanding that during Mr. Harper’s time he kept the
uniform rate of assessment applicable to 'the date of entry in respect to all those fif-
teen-year policies —A. No.

Q. I am wrong in that %—A. You are wrong in that.

Q. You think he made increases —A. Yes.

Q. Were these fifteen-year policies, in your judgment as an insurance man, on a
sound actuarial basis %—A. I cannot say that I do think they were.

Q. It was proper insurance to get these transferred to the five-year policies if
you could induce holders to take them %—A. No, I do not think so, and as evidence
of that fact I did not change my policy.

Q. You retained the fifteen-year policy —A. Yes.

Q. Which was more advantageous to the policy-holder ?—A. I prefer it.

Q. And it would have been good insurance on the part of the company to get all
its holders it could to change from the ten-year to the five-year plan #—A. Yes, I think
it was good for the company, but not for the policy-holder.

By the Hon. Mr. Domwville : :
Q. Who is the company ?—A. The company is the members, of course—by the
organization,

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Company. :
Q. From the standpoint of sound insurance it was a proper thing to get all the
policy-holders to change their policies that he could —A. I think it gave the manage-
ment more power, and the policy-holder less to get the five-year policy.

The CHamMAN.—He has not explained the nature of the five-year policy.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Company :

Q. You might let us know that. What were the five-year policies and the ten-
year policies #—A. The ten-year policy was termed the ten-year distribution deposit
policy and to my mind it never conveyed any idea of the nature of the policy beyond
the fact that at the end of ten years you began to use your interest in the reserve
fund, if there was any, instead of waiting fifteen years ; that was the ten-year dis-
tribution deposit plan.

By the Hon. Mr. McSweeney :
Q. Was there any reserve funds —A. I do not think so. But the ten years
closed on these policies after I left the company.

By the Hon. Mr. Wood : d

Q. 'Could there ve a reserve fund if you increased the premiums?—A. The re-
serve fund could be increased by increasing the premiums,

Q. T should suppose that to be contrary to the principle of assessment. Is not
the increasing of the premiums governed by the death claims that may occur during
the five years %—A. Unless there is some conflict in the constitution and by-laws I
should say it was.
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Q. I do not understand how there could be a reserve fund and at the same time
increase the premiums.

By the Hon. Mr. Béique :
Q. I do not understand the five-year plan. Explain it %—A. The five-year plan,
as distinet from the fifteen and ten-year, allowed for some option at the expiration
of five years instead of waiting till the expiration of the ten or of the fifteen-years.

By the Hon. Mr. McSweeney :

Q. What were the options?—A. I think if I remember correctly the option was
a surrender value if there was anything to the credit of the policy at the end of five
years, and another one was that if the policy had beeh in force five years and lapsed
and death occurred within six months after the lapse the policy would he carried any-
how; and the third provision was that at the end of ten years, if the man carried the
policy ten years, mind you this is a five-year policy, but after it had been in force ten
years and lapsed and the member should die within the six months it would be a
valid policy.

By the Hon. Mr. Cox :

Q. What were the rates %—A. The original rates were cheaper on-the fifteen-
year plan at the date of entry; that is for certain ages, but I think at some ages the
fifteen-year plan was as high if not higher than the ten ; but as a rule the rates on
the fifteen-yesar plan at the age of entry were a little cheaper.

Q. But they were all full life policies? The policy called for payment as long
as the man lives ¢ There were certain conditions on the policies *—A. Yes, which they
would avail themselves of.

Q. They were not term policies in the ordinary sense of old line companies, as
they use the term?—A. No.

By the Hon. Mr. Béique :
Q. Were the rates and the five-year plan higher than on the ten %—A. Yes.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Company :

Q. How did the rates on the fifteen year at the date of entry compare with the
rate in old line companies per thousand—jyour rates 'with the rates of the old line
companies #—A. Well the rates were readjusted from time to time on the fifteen year
class. I do not mean they were registered—although they were registered on the old
business. New business was gotten where the rate for the admission of members was
higher than years before on the same line?

Q. In the early days of the company when the business was growing to the
dimensions you described were your rates half as much as the old line companies ?—
A. Scarcely half at the very first.

By the Hon. Mr., McMullen :

Q. You say that they changed straight line policies at fixed assessments to a five-
year policy, and you state in your evidence that when the agent did that he was al-
lowed some 85 per cent, or some considerable commission, upon old policies as new
business, deducting that commission from the gross amount that the company would *
receive for the five years, would the company make money by it after all ~—A. Pos-
sibly it would at certain ages. I could not answer that question without data.

Q. Would there be any balance in the transaction for the company for a five-year
policy, paying out the commission?—A. I think there would. I think there would
then be more money in the company than if the change had not been made.
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Q. For the five years?%—A. Yes, in the five-year period.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve Company:

Q. One question about the reserve fund, since that has been mentioned. Each
policy-holder, I suppose, had to contribute something towards a reserve fund, had he
not?%—A. That was the original plan of the company.

Q. About how much precentage on his premium —A. A net 25 per cent.

Q. 25 per cent of the whole, net, went into the reserve fund?—A. That was the
original plan. Understand that was subsequently modified by a resolution.

Q. But that was Harper’s original plan %—A. Yes.

Q. After the company had been going on for some fifteen years more, and it came
to the end of 1896, or thereabouts, had there been any proposal up to that time to
transfer from the fifteen-year plan to the five?%—A. Prior to 18967

Q. Yes?%—A. To the best of my recollection the transfer business started in 1896.

Q. The transferring started about then, and can you tell me who was the or-
iginator of the idea? After Mr. Harper’s death who was the man that really started
that idea of the transferring being a good thing?—A. My impression is that it was
Mr. Moton D. Moss.

Q. You think it was Moss %—A. Yes, mind that is not positive, that is my im-
pression.

Q. He had been about a year with the company?—A. You say he came in in 1895.
I thought he came in about the first of 1896.

Q. And you understood that was Mr. Moss’s idea %—A. Yes.

Q. Do you know who proposed it in the executive?—A. I do not. I was not a
member of the ¢ ecutive committee.

Q. It was naturally a thing Moss would suggest to Mr. Wells. Mr. Wells was his
immediate superior at that time, was he not%—A. Moss was in very close relationship
with President Burnham at that time, and I suppose if he had any suggestions to make
he would make them to Burnham, but I was not a member of the executive com-
mittee and cannot say as to that.

Q. Were these transfers permitted without medical examination?—A. I think
in some cases they were.

Q. What was the regulation on the subject —A. The regulation was at first, I
think, that they required an examination.

Q. A new medical examination?—A. Yes.

Q. And it would have been a slightly higher, perhaps considerably higher, pre-
mium ?—A. Yes.

Q. And would not the effect of that change be to relieve the association of these
bonds or bond statements that were outstanding in respect of each one of those fifteen-
year policies %—A. It should have been, and I think it was.

Q. So that it was a very beneficial change to the association, looking at the
association as the opposite party to the contract from the policy-holders %—A. Well,
it was hard to say that it was beneficial to the association and treat the member as
not a part of the association.

Q. But there is a contract between the individual policy-holder and the general
body %—A. Yes.

Q. Under which the general body is to pay his claim when his policy falls in¢—
A, Yes.

Q. Looking at it from a standpoint that the man was to pay or the people were to
pay, that change was very beneficial to them ?—A. I think in the majority of cases it
wds. It enabled the company to get more money.

Q. Would it have been possible for the association, for the company, to have
prevented their policy-holders from making those transfers practically if the policy-
holder wanted to —A. Could the company have prevented him ?
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Q. Yes —A. I should think the company could,

Q. Supposing a policy-holder was convineed he would rather have the new policy
could he not put in an application as of the age he then was, undergo his examinations,
and take out his new policy and let the old one lapse —A. Not always, because,
although there was an examination in a great many cases, and perhaps in most cases,
there were transfers made which showed the risk would not be accepted and stamped
because the application was approved . for transfer only.

Q. Take the case of a man who could pass a new medical examination, the com-
pany would be powerless to prevent him taking out a new policy and letting his old one
lapse ?—A. Certainly.

Q. And the company would have all the advantage to itself of new business by
getting its policy-holders transferred %—A. But that was not new business.

Q. But it would have all the advantage of new business —A. Yes, by increasing
the income.

Q. You think it was bad insurance business to pay these commissions you have
spoken of in respect of these transfers ?—A. T think, under the constitution, it was
wrong.

Q. Not bad insurance %—A. No.

Q. Good insurance but wrong under the constitution %—A. Yes.

Q. And that is why you thought you would sacrifice your self-respect if you sub-
mitted to it —A. Not in that one transaction alone but others.

Q. Because you wanted to adhere to the constitution %—A. I thought it was right.

Q. Let me understand how much commission this was when ‘there was a transfer ;
that 65 per cent you speak of went to the local agent who got the policy-holder to make
the transfer %—A. Yes.

Q. And it was 65 per cent of what —A. Of the first year’s premium on the new
policy.

Q. Which would be about how much on a thousand dollars %—A. Tt would depend
altogether on age.

Q. Take an average, take a man thirty-five or thirty, what is an average —A. On
that plan a policy, I suppose, about $20.

Q. The first premium would be about $20 —A. Yes.

Q. So that a local agent would get $13 on the transaction for a thousand dollar
transfer —A. Yes.

Q. Then in addition to that there was an over-riding of 20 per cent that went to
Mr. Moss %—A. Yes.

Q. Or four dollars more %—A. Yes.

Q. And that was out of the first premium only %—A. Yes.

Q. After that no percentage to either agent or Mr, Moss —A. Yes, renewal com-
mission.

Q. Which would be paid whether there was a transfer or no transfer %—A. Yes.

Q. So that this transfer commission which you think was wrong to take out of the
mortuary account consisted of the 65 per cent and the 20 per cent on the first pre-
mium ?—A. Yes, allowing the last bi-monthly call on the policies.

Q. But there were not percentages on two %—A. No, but there were 65 per cent
allowed the agent to secure the business and an over-riding commission of 20 per cent
and the agent who secured the transfer was allowed the amount of the last mortuary
call paid on the old policy.

Q. In addition to his 65 per cent %—A. Tf he got the full premium from the man.

Q. Let us understand what you are stating: Supposing a man was insured for
$1,000 on the fifteen-year plan and he made up his mind to transfer and take a five-yea®
pelicy instead, while he was under the fifteen-year plan, how much would his premium
be, supposing he was a man of thirty-five %—A. Well, it has been so long since T have
seen those old rates and they have changed so often that I cannot, tell.
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() Give us a concrete case —A. I should think on the old plan it would be about

~thir'¢n to fifteen dollars.

&. That would be for the year or for each two months of the year?—A. It would
be tb¢ annual premium.

Q. And for two months he would pay a little over two dollars?—A. Yes.

Q. That would be his payment before the transfer?—A. Yes.

Q. What would be his payment after the transfer —A. Well, if he paid twenty
dollars a thousand——

Q. I mean the same amount of insurance ?—A. It would be $20 a year, or three
dollars and something for two months.

Q. If I understand, the agent would get 65 per cent of the new premium of three
dollars, and Moss 20 per cent *—A. What is that 3

Q. The local agent would get 65 per cent of the first year or first payment%—A.
The first year on the transfer business.

Q. On the transfer you get 65 per cent of the twenty dollars —A. Yes.

Q. And Moss 20 per cent?—A. Yes.

Q. And would either of them get anything in addition to that?—A. After the
policy had been credited, then the transfer agent would be allowed the amount of the
last mortuary call paid on the policy.

Q. Is that the same agent?—A. No, the local agent.

Q. The local agent would get the same of the two payments payable on the last
bi-monthly call~—A. Yes.

Q. The whole of that?—A. Less the cost of collecting.

Q. That is the system?—A. Yes.

Q. That did not affect Canadian business at all, did it?—A. Whether there were
any transfers in Canada or not, I do not know.

Q. Do you know it didn’t?%—A. I did not know.

Q. Don’t you know that Mr. Moss had nothing to do with Canadian business?—
A. T know that Mr. Moss had nothing to do with Canadian business.

Q. Mr. Moss’s 20 per cent never came out of the Canadian policy —A. No._

Q. Whether there were any transfers of Canadian policies which paid Canadian
local agents 65 per cent, you cannot say —A. I cannot say, but I think transfers were
made here, although Mr. Moss had nothing to do with them.

Q. Do you know whether the company kept its Canadian business distinet from
its United States business —A. I think they did in the actuary department.

Q. It would be proper insurance business to do so?—A. Yes.

Q. They kept their Canadian income invested in Canadian banks—on deposit in
Canadian banks—and paid out Canadian death claims by cheques on Canadian banks?
—A. I cannot answer that, because I had nothing to do with that.

Q. You told us yesterday, if I understood you correctly, that you thought the
gross amount, the aggregate amount of transfers such as you describe, would be
twenty to twenty-five million %—A. That is my impression, about that amount.

Q. Did you ever make any examination or calculation up to that time?—A. I kept
a kind of record a long while ago—I cannot say how long—and it is from my recollec-
tion of that that I put it at that amount.

Q. It had ceased absolutely before you left?%—A. It was supposed to have ceased,
but I think the last transfer may have been made before I left.

Q. But, so far as you know, it was a thing prohlblted before you left?——A Yes,
quite frequently an agent would say: ¢ This transfer was in negotiation at that time.

Q. And many a local agent would say: “If you don’t do this, this man will drop
his policy and go to some other company ?’—A. Possibly.

Q. Competition was pretty keen in life insurance ?—A. Yes, always has been.

Q. This business of transferring was practically at an end before you left in
January, 1899 %—A. Practically at an end, to the best of my knowledge and belief.

Q. And your idea of the amount of it was over twenty million, possibly twenty-
five million %—A. That is my recollection.
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Q. Have you never been told that by actual computation the amount is $11,-
701,000 7—A. I have heard a statement of that kind was made by the company.

Q. It does not come to you at all as a surprise #—A. No, it does not come now as
a surprise but it came as a surprise then.

Q. And that statement was made under oath by Mr. Burnham and Mr. Eldridge
more than four years ago in answer to your charges before the Insurance Department
in New York.?—A. I do not know when it was made but I know it was made.

Q. And instead of being twenty-five millions it was much less than half of it.
Now, to illustrate the difference that change made to the company, give me an idea,
if you can, what the gross premium on that transferred insurance would be before
the transfer—gross premiums per annum?—A. It is impossible for me to give you
that.

Q. Quite?—A. Quite.

Q. T am told that, in that answer that I read, Mr. Burnham and Mr. Eldridge
stated under oath the gross premiums before the transfer were $202,167.79. Did you
aver hear that before?—A. I do not know that I can recall that.

Q. Can you give any idea what the gross premiums on the same insurance was
after the transfer?—A. I cannot.

Q. I am told they then stated under oath that it was $413,314.53 afterwards, or
an annual gain to the company by the transfer of over $215,000. Would it surprise
you at all to think that was so?—A. Well, yes, it would surprise me to think it was
as much as that.

Q. You would not think it would make that difference %—A. No, just as I was
surprised when I heard it was under eleven millions when it was my honest convie-
tion it was more.

Q. If it were twenty-five millions the gain to the company, instead of being two
hundred and fifteen thousand a year, would be considerably more?—A. Yes.

Q. The reason why you resigned, amongst other things, was the objection to
taking this money out of the mortuary fund —A. There were various objections.

Q. But the misuse of the mortuary fund, was an objection *—A. Yes.

Q. By taking out the commission to the agent?—A. Yes.

Q. Although it was productive of such tremendous advantage to the company,
viewing it as a company?—A. From the standpoint they may have regarded it but
in my judgment it did not do away with the wrongful use of the money that had gone
into the mortuary fund.

Q. You thought it was a thing your manhood could not endure ? You say that
they had a system of keeping policies on the books after the transfer for a while. For
how long would you say %—A. Well, to the best of my recollection there were no fixed
dates for the cancellation clerk to go through, but there were long intervals.

Q. How long ?—A. T suppose two or three times a year, probably.

Q. Two or three times a year it was the duty of some man to go through the
books and note them up to date?—A. Yes.

Q. As to policies that had been transferred—is that it?—A. Policies that had
lapsed.

Q. OId policies that had been transferred to the new ones?—A. Yes.

Q. And your objection in that regard was that that was not done day by day ?—
A. Not that it was not done day by day—that was not necessary.

Q. How often would you have thought it was necessary —A. I think about once
a week.

Q. The clerk ought to have gone through two hundred millions of insurance 7—A.
No, not on that.

Q. Would he not have to go through the whole %—A. No, not if he got the num-
bers of the policies.

Q. Single out each policy you mean ?—A. Yes.
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Q. Who was in charge of the cancellation department ?—A. That was always
done by some one in the actuary’s department; I think a man named ‘Champion.

Q. And your criticism in that regard was that that was not done enough —A.
Yes.

Q. That would affect nobody, I suppose, but the Insurance Department, would
it?—A. How do you mean?

Q. Supposing, as a result of not cancelling, their volume of business on foot at
the time of any report to the department seemed larger than it really was by a few
thousand, would that affect anybody prejudicially%—A. It was misleading.

Q. How?—A. The volume of business in force much larger.

Q. It seemed to give them a better advertising hold on the public than their com-
petitors“—A. It would have that effect, I suppose.

Q. It would not mislead any policy-holder, I suppose?—A. I think it would, if
it was said that the volume of business amounted to so much, and it was really less,
it would affect him.

Q. Would he care whether it was $220,000,000, or $221,000,00%—A. I think he
would.

Q. You think the extra million would make a difference—A. Oune million would
make a little difference, of course.

Q. If that was a fraud on anybody it was a fraud on the Insurance Department
to whom the reports were made?—A. It was an imposition on the Insurance Depart-
ment and a deception to the public.

Q. One would think that it would be the surest thing, if it were true, that Vand-
erpoel, the examiner of the department while the whole thing was fresh, would con-
demn. How would you reconcile such a course of business with his report that he
found nothing marring the integrity of the man in charge?—A. It is hard to reconcile
that statement of his with the facts.

Q. Hard to reconcile it with your evidence?—A. And the facts.

Q. You are not in a position to say that there was a single dollar of insurance in
respect of which what you say was true within Canada?—A. I am not prepared to
say positively that there was, but I believe the transfers were made in Canada.

Q. You think there must have been?—A. Yes.

Q. Then a word about these delinquent policies—that is policies that were in
arrear—how long did you let them run?—A. That was also under the direction of the
actuarial department. :

Q. The same man you mentioned —A. Yes, I think he was chief clerk at that
time.

Q. Was that just in the same course of business, that he would let those pile up
for two or three or four or five months before he would go through them?—A. No,
my recollection of that is that they were not cancelled until they were in arrears,
either five or six bi-monthly calls, but that is simply my recollection.

Q. You think they were allowed to run for twelve months?—A. Yes.

Q. And were they during that time liable to be reinstated?—A. Tt was possible
for them to be reinstated under conditions.

Q. Supposing you had been manager, what would you have thought the proper
course in regard to such policies in respect of which the holder was behind? You
would not cancel them instantaneously, would you?—A. My judgment would be that
they be not reported as business in force.

Q. What should be done with them? Put them aside in the suspense account ?
They might be in force the next day?—A. And after a policy had lapsed for eleven
months they might have made some report—I think the first report where they made
that correction, which they should have done all along, was the report of the 1898 busi-
ness rendered in 1899. They made a foot-note explaining that certain numbers of
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policies were in suspense or on which the company was not liable or something of that
kind,

Q. It is all a matter of degree? You would not think it right to write off in the
report a policy that was a month in arrear?—A. Well, that would seem a hardship,
but I should think under the requirements it should be done if the days grace had
been allowed to pass. :

Q. You think that as soon as the thirty days were up that should have been
struck off altogether, although the chances are that such a policy would be re-instated ?
—A. Yes, it would look to work a hardship.

Q. T understood you to say in your testimony that this very course of procedure
was recognized as proper by the Insurance Department of the state %—A. Yes. There
is where I wanted to make a correction.

Q. What did you want to change —A. T wanted to call attention to the foot-note
in the report to the commissioner representing the twenty millions of business being
really not in force. I forget the wording, but it said it was in suspense or something
of that kind. That the premiums were not paid.

Q. In the report there was a foot-note pointing to this very state of things %—
A. Yes, but that was not put in till after my severance of my connection with the
company in January, 1899. This was in the 1898 report.

Q. And if that foot-note had appeared in the reports of the earlier years when you
were there, it would have removed all objections on that score —A. It would have
removed the most serious part of it. You see there was nothing prior to that time to
call the attention of the Insurance Department to the fact that there was that volume
of business.

Q. That brings it back to the same thing as these transfers; the complaint is that
it misled or tended to mislead the deparfment, but the department does not seem to have
felt that it was misled at all wlen it came to :n in- estigat'on. These charges were
a part of what you laid before the department, were they not %—A. Some of the
charges.

Q. But these very ones with regard to the delinquent insurance and transfers not
being returned ?—A. I do not know whether the delinquent insurance

Q. Was it not cne of your complaints that policies were kept on the books after
transfers or after lapsing %—A. Very likely it was. I have not seen a copy of it for
some time. I know there were a number of charges I made.

Q. If I understood you correctly you said that policies were issued on which the
revenue stamp was not placed while the revenue stamp was required. Is that the com-
plaint, or what is it that you complain of that is wrong —A. That is one of the
features of the case, not that the stamps were not put on but as evidence of the fact
in my judgment that it was not bona fide business. The requirements of the law were
not followed in the stamping of the policies. They were never signed by the officials
and were never sent out of the office, but one of the assistant secretaries told me that
they had been instructed after writing the policy to send them up to Dr. Bowden.

Q. Who was he —A. A medical director.

Q. You put in a memo. of half a dozen or so here which you took at the time and
which, if I understood you correctly, were policies that were regular on their face
except that they had not the revenue stamps, but which you either suspected or knew
were not bona fide policies, were fictitious policies; am T right in that %—A. Well, it
was fictitious business, not fictitious policies. Applications had come in of the busi-
ness.

Q. Of living men %—A. Yes, but there was no intention of delivering policies.

Q. Do you mean to say you were not going to insure the applicant %—A. That the
s1plicant did not make application for a policy in good faith.

Q. Do you mean a man would pay his premium and not intend to take his
rolicy %—A. There is not one in a dozen that pays the premium before he gets the
rolicy.
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Q. As your idea was the man never intended to take out his policy at all ?—
A That was my idea.

Q. What would be the object %—A. Tt would be simply to swell the amount of the
business.

Q. Would the agent get any money out of it 2—A. No.

Q. The man would make no payment, but’ you would go through the form of

-writing out a policy which was never intended to be effective %—A. Yes, that is it.

Q. Would you people in the head office know that was being done #—A. T sus-
pected that was being done with that batch of business.

Q. You suspected it individually —A. Yes.

Q. Did any of the other officers of the society suspect it #—A. T do not know.
Mr. Jones asked me about it.

Q. Who is he —A. Assistant secretary.

Q. He asked you about some —A. Yes.

Q. And you took note of these because you thought the applicants never intended
to take out their policies 7—A. Yes.

Q. Did you look to see if they had ?—A. I looked at the books shortly after the
close of December, 1898, to see if the policies had been entered in the policy register
or assessment register, possibly both, and I found they had been included and they
were not marked cancelled or anything and stood there apparently as good insurance.
I went to the same man, Champion I think it was, and asked him if he had made his
footing for the business for 1898.

Q. For the purpose of the return —A. For the purpose of making his report to
the Insurance Department. He said he had it in rough form. I said then, ¢ What
would be the volume of it ?’ and he gave me that, and that included seven policies.
A short while after that, but before the 25th of January, I looked at the same docu-
ments again that I had referred to before, and these policies had been stamped as not
talken, which means that they were never in force. Up to the time I left there they
were never stamped with the revenue stamp, and never signed, up to the time I left,
by either Lewis Jones, the secretary who signed the policies, or the other man.

Q. The affixing the revenue stamp would be the last thing before the policy left
the office %—A. Yes, if they were signed.

Q. And have you any ground for thinking that these were not policies which,
when they were written, were intended in good faith to be issued and the man refused
to take them ?%—A. About that time :

Q. I am asking if you had any grounds for suspicion —A. T am giving reasons.

Q. You say you have %—A. Yes.

Q. Let us have them #—A. A man would put in an application for a large policy
and things would be asked as to his application and so on, and it would be a good
way to find out about a man’s position, to find out his oceupation and where he lives
and so on, and if you will refer to those policies they were large amounts, and I had
some reasons for thinking from the amounts

Q. In each case you have some reason for suspicion %—A. Yes, what the reasons
were I do not know. !

Q. You cannot identify the reasons 7—A. No.

Q. Let me know someéthing of the routine of business in issuing the policy. An
application would, come in from an agent to the agency department —A. Yes,
ultimately.

Q. Over which Mr. Wells presided —A. Yes.

Q. What would his department do with it —A. It would be recorded there in
the various books.

Q. Then to what department would it go —A. It would go to the medical de-
partment; different offices have different plans. My recollection of the plan in vogue
at the time I left I am giving you. It would come into the agent’s department and
be properly recorded there, and then go to the medical department for review by the
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medical director, and then if approved by the medical director and some other officer—
I believe at that time it required another officer—and it would go then to the policy
department.

Q. Who had charge of that %—A. R. L. Jones.

Q. Who was he —A. Assistant secretary.

Q. And that was your department and his %—A. It had been mine up to about two
years before that, but prior to that time I simply got my reports from him.

Q. At the time these policies, which you regarded as suspicious, were written, was
it not in your department to write those very policies —A. It was in the department.

Q. And on being written they would be stamped with the signature of the presi-
dent by a stamp —A. Yes.

Q. The president himself would not, with his own pen, sign the policies —A.
No, I think a stamp was used by a private secretary.

Q. If there was any writing of fictitious policies for the purpose of swelling the
volume of business, tell me whose interest it was that that should take place other than
the interest of your own department and Wells’s department —A. For two years prior
to my leaving the company the issue of the policies under R. L. Jones relieved me of
all personal responsibilities in reference to them, except that I got from Jones a daily
report of the number of applications and the amount of insurance, recorded it in the
book and sent it up to the president’s office every morning.

Q. I am asking you to tell me any department of that company’s business whose
interest was forwarded in any way by this alleged fictitious insurance other than your
department and Mr. Wells’ department —A. My department was not favoured at all.

Q. Was it in the interest of the agents to have a big volume of business —A. Yes.

Q. Was it in the interests of anybody else —A. The management of the company.

Q. The general company at large —A. Yes.

Q. And particularly the agents’ department ?—A. Yes, I suppose it would be fair
to say that the agency department would be benefited more by a big volume of business
than any other.

Q. You told Mr. Coster yesterday that your opinion was there was none of them
in any Canadian case —A. None of what ?

Q. None of that fictitious insurance ?—A. I do not remember that I told him that.
I cannot recall it.

Q. What do you say now, apart altogether from what you may or may not have said
yesterday ¢ Do you think there was any case of that kind in connection with any Cana-
dian business %—A. The question never occurred to me before, but I should hardly
think it was. T think most of it was done by a few agents.

Q. Can you tell me, apart from whatever you may have said yesterday, whether
there were any cases of that sort, fictitious policies, as you consider, from any Cana-
dian agency —A. I cannot recall any.

Q. You say that you found that Moss had embezzled —A. I did not use that word.

Q. That he had taken to his own use premiums that ought to have gone 1nto the
treasury of the company ?—A. Yes.

Q. When did you find that out —A. I could not tell you that date ; I do not
know. I think it was in 1897.

Q. After he had been with the company a year or more —A. Yes.

Q. And you, as a faithful servant, promptly notified your superior officer %—A. Yes.

Q. And he said to collect it from him ?—A. Yes.

Q. And you made your best effort to collect it in the interests of the company ?—
A, Yes.

Q. And found it quite impossible —A. Yes.

Q. Tt was money paid in good faith by policy-holders %—A. Yes.

Q. And you had to credit their policies with the payment ¢—A. Yes.

Q. And you did so %—A. Yes.
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Q. You could do nothing but charge it to Moss —A. The only thing that I saw
my way clear to do then, and all I see my way clear to do now, was to do as the presi-
dent ordered, credit the policies and charge Moss with the amount.

Q. It was the only thing you could do 7—A. Yes. :

Q. If you had been president, you could not have done anything better —A. Un-
less T prosecuted Moss.

Q. He was a man who had been through that experience before %—A. So I heard.

Q. What has become of him now 7—A. He has gone to Europe.

Q. We are not liable to see him here 7—A. T do not know. He is liable to turn
up at any time.

Mr. CostER.—He is in New York now.

By the Hon. Mr. Beique:

Q. You stated that you had given evidence befove in coancetion with the business
of the company ?—A.: Yes.

Q. On what occasion was it —A. T can not give them in the order that they
go. I remember I was a witness in a case in which Mr. Wells figured first,

Q. What was that suit of Wells’ about —A. I do not remember the first case. I
was a witness in the suit against Patterson, or Patterson’s suit against the company,
I forget which, I think it was a suit against him.

Q. When the investigation was made by Mr. Vanderpoel —A. That was before
the insurance department commissioner.

Q. You appeared before the insurance commissioner >—A. Yes.

Q. And made your statement %—A. Yes, verbally.

Q. You were examined by them as to your knowledge to the facts ?—A. No, I was
not examined formally by the insurance agent.

Q. The statement was made in writing —A. Yes, filed with them.

Q. Were any witnesses examined before them, do you know %—A. I do not think
there were any examined on those charges.

Q. You made a careful statement in writing and you filed it before them ?—A.
Yes.

Q. Giving all information that you thought pertinent to the investigation ?—A.
Yes, I gave what T considered the best points.

By the Chairman:
Q. Was that statement on oath —A. To the insurance department ?
Q. Yes %—A. T think it was ; I do not know, it -has been a long time since I have
seen a copy of it, but I think it was.

By the Hon. Mr. Beique:

Q. You said that in 1899 Mr. Wells wanted to displace the then president of the
company at the election and replace him by General James %—A. Yes.

Q. Was there any organization prepared in that connection %—A. No ; Do or-
ganization at all.

Q. T suppose proxies were canvassed for —A. T never knew of one that was can-
vassed for by Mr. Wells at that time or any time previous.

Q. But no special preparations were made for the purpose 7—A., Beyond the in-
terviews he and I had from time to time.

Q. Did you take any part in trying to bring the change about %—A. T did not.
Tt was not a time to do it.

Q. Why ?—A. Tt was near the annual meeting and T understood there were going
to be changes made at the annual meeting—the very changes that T was in favour of.

By the Hon. Mr. McMullen :

Q. In connection with that embezzlement by Mr. Moss, how long was that
before you left the company —A. Well, as T said, to the best of my recollection it was
1897 that it occurred, and T left the company in January, 1899.
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Q. Mr. Moss was in the employ of the company in 1897, when he made that mis-
appropriation or embezzlement ?—A. Yes.

Q. Did he continue in the employ of the company —A. He did for some time
after that.

Q. How long %—A. T think he either resigned or was dismissed, I never knew
absolutely which it was, in July, 1898.

Q. That would be a year after —A. Yes.

Q. And you say you made the president aware of the fact that a misappropriation
kad taken place by one of the servants of the company —A. I did, but you use a term
I did not use. You say embezzled. I think it is only fair to state that Mr. Moss had
no right to deposit that money in his private bank or to credit the policy-holders ; it
was his clerk, a man named Evans, kept a record and deposited it, and Mr. Moss had
not two cents left, and when I went to him and told him that these policies represent-
ing from fifteen to twenty thousand in money had been treated in this way he said:
¢ Credit the policies and charge my account.” That was after I had asked him for ths
money. The president told me to go and get the money from him.

Q. Was he aware it was deposited to his account ?—A. I suppose so. Evans was
his right hand man, and deposited the moneys for him, and I got track of it from
Evans,

Q Was there any routine through which the moneys that came into the hands of
the company for assessments passed ~—A. This was not assessment money.

Q. What was it —A. Premium money on the first policy.

By Mr. Aylesworth, Counsel :

Q. A large percentage of which would be losses on property —A. Yes. Give the
devil his due, if you will pardon the term, a large part of that money was his due ; that
is why I say you use too strong a term in saying embezzled.

By the Hon. Mr. McMullen :

Q. Was all the money which came in put to his credit —A. No, the soliciting
agent was entitled to 65 per cent; well, nine out of ten of the soliciting agents will take
out their 65 per cent when they send in their money.

By the Hon. Mr. McSweeney :

Q. This is the first premium 2—A. Yes, and it its safe to assume in nearly every
case that the agent had taken what he was entitled to and the balance was what went
t> Moss and the company. But when the money came in, Moss’s department received
it and credited it to Moss’ account, and there was no entry on the books at the time to
show what policy was intended to be covered by that. When I saw the president and
he told me to follow the matter up and get the money from Moss, I had to refer to this
memorandum book which Mr. Evans agreed to give me; in fact, he saw it was either
an error or something wrong, and did all he could to help me trace the funds.

Q. Moss did ?—A. No, Evans, his clerk; but tracing the money was not getting
it back, and the vouchers were drawn creating new policies and charging to Moss’s
account, and when I went and told the president that I had traced the matter and had
asked Moss for the money, that Moss had told me just to charge it up to his account,
then the president said—the substance of it was— the policies have got to be credited;
credit the policies and charge to Moss’s account.” I think he said Moss’s account was
perfectly good for it.

By Mr. Aylesworth, Counsel :

Q. That was done —A. Yes.

Q. And he had an open account with the company —A. Yes.

Q. Do you know how it stood at the end of the year, whether the balance was in
his favour or against him ?—A. I do not know, but my impression is the company had
a balance against him.
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Q. You cannot say about that %—A. T am quite sure the company had a balance
against him.
Q. You think when he left he owed the company ?—A. Yes

By the Hon. Mr. Beique :

Q. Did you make a statement before the Attorney General about the investigation
of the company’s affairs ¢ The Attorney General made an investigation of the com-
pany’s affairs —A. He never made any investigation.

Q. He was asked to —A. He was asked to take some action against Mr. Burnham
—for the removal of Mr. Burnham.

Q. And he never made any investigation at all %—A. No.

Mr. AvyresworTH.—There was a formal application made to him by Mr. Wells and
Mzr. Stevenson and an answer put in on behalf of the company’s management, and it
stood for consideration for some months, and then he refused to act on the application.

By the Hon. Mr. Beique :

Q. I want to know if you had filed with the Attorney General any statement %—A.
Yes, there was a written statement containing certain charges, which was filed with the
Attorney General.

Q. And amongst others, one prepared by you %—A. Yes.

Mr. AvrLesworTH.—An oral argument by counsel.

By Mr. Coster, Counsel for the Committee :

Q. Look at this document ; is that a report which has been alluded to in your cross-
examination —A. Yes. (Bzhibit 6.)

Mr. Coster.—With reference to the question that was raised in the cross-examina-
tion, I would call the attention of the committee to page 9, section 1 of this report,
and page 10, section 5, which is the report of the examination of the affairs of the
Mutual Reserve, which has been referred to. It has been sta}ed that the charges
referred to were investigated there. These sections read as follows :—

At a hearing held before me at the Insurance Department, the officers of the
association and their counsel reviewed in detail the examiner’s report for the purpose
of requesting certain modifications to it. I believe it eminently proper at this time to
discuss certain suggestions then made and to give my conclusions upon the same.
The material points raised were as follows —

1. It was claimed that reference should have been made by the examiner to the
fact that this examination was primarily at the request of the officers of the associa-
tion, and secondly, because of certain allegations made against its officers and its
management by certain discharged officers and employees.

The examination was contemplated by this department before the request was
made by the officers of the association. The allegations referred to did not cause the
examination to be made. I had determined upon same prior to the filing of any
charges.

The examiner was commissioned to make an examination of the association’s
affairs. He confinied his report to matters relating to its condition and did not go
into the matter of the charges referred to, but derived the information embraced in
his report from the books and records of the association.

5. Objection is made to the comparison as between the insurance and membership
in force December 31, 1896, and the insurance and membership in force May 16, 1899.
The claim is made that the insurance in force and membership of December 31, 1896,
includes a large suspended membership, representing a large amount of insurance,
while the figures given as of May 16, 1899, were for membership and insurance
actually in force at that date. : v
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The association’s sworn annual statement to the Insurance Department for
December 31, 1896, gives the number of policies and amount of insurance in force at
the figures quoted in the examiner’s report.

Mr. AyresworTH.—That is not a report, but a comment on a report.

By the Hon. Mr. Wood :

Q. What do T understand you was the amount of Mr. Moss’s misappropriation of
funds, the gross amount —A. It was somewhere between $15,000 and $22,000. I
think it was a little less than $20,000; it was over $15,000, and I think less than
$20,000.

Q. Did that include the twenty per cent he was entitled to ?—A. Yes.

Q. The 35 per cent of the premiums came into his hands #—A. Yes.

Q. And he was entitled to 20 per cent of that —A. Not 20 per cent of that, but
20 per cent of the hundred.

Q. This $15,000 to $22,000 represented the 35 per cent ?2—A. It represented more
in some cases, because some agents got less and it represented less than the 35 per
cent, and some agents at that time were retaining temporarily money they were
not entitled to hold.

Q. But it included his 20 per cent ?—A. Yes.

By the Hon. Mr. McSweeney :
Q. It was really only a disputed account ?—A. I do not think you could call it
that.
Q. Misappropriation —A. I think it was a temporary misappropriation of funds.

The committee adjourned till 10 a.m. to-morrow.

Otrrawa, June 17, 1904.
GEORGE D. ELDRIDGE, sworn; examined by Mr. Coster, counsel for the committee.

Q. You reside in New York %—A. Yes.

Q. And what position do you hold in the Mutual Reserve?—A. Vice-president and
actuary.

Q. How long have you been with the company ¢—A. Since May 21, 1894.

Q. When did the late president, Mr. Harper, die #—A. On July 2, 1895.

Q. Look at this document. Did you prepare that, or help prepare it?—A. I helped
prepare it.

Q. Is it signed by you?—A. It is.

Q. And also signed by Mr. Frederick A. Burnham, the president of the company?
—A. Yes.

Q. And by whom else %—A. Charles W. Camp, secretary.

Q. And when was that prepared, and when was it signed %—A. On or about the 16th
day of May.

Q. Last?—A. Yes.

Q. And copies of that were sent by the company to the members of the Senate of
(Oanada?—A. They were sent to Ottawa for that purpose, and I presume they were so
delivered.

(Statement made to Senate by Mutual Reserve Life Association. (Exhabit 7.)
: ELDRIDGE



62 SELECT COMMITTEE ON THE POSITION OF
4 EDWARD VIl., A. 1904

Q. What other associations have been reinsured by the Mutual Reserve since you
have been actuary or vice-president ?—A. The Provinecial Provident Institution, of St.
Thomas, Ont.

Q. In what year was that —A. In 1896, I think; and partially the risks of the
North Western Life Assurance Company, of Chicago, Illinois.

Q. How much business did you reinsure from the Provineial Provident 2—A.
About twelve million dollars.

Q. And from the North Western Life?—A. Well, the actual amount of business
that went on to the books from the North Western Life was somewhere between twenty-
five and thirty million.

Q. Was that all paid for business?—A. My impression is that twenty-five to thirty
million dollars of the North Western was the business that actually made a payment
to the Mutual Reserve. I speak from memory as to those figures. As to the Provincial
Provident, the business that was counted as transferred from that was the business
that actually paid what was known as the transferring assessment, the one in July,
1896.

Q. And was that placed on the books of the Mutual Reserve?—A. Tt became with
the payment of the transferring assessment, a portion of the business of the Mutual
Reserve, and counted as such.

Q. At page 31 of this statement, made by the company to the Senate, I find these
words, which I should like you to explain:—

‘It is entirely proper for the present management, assailed as it i, in its person-
ality, to point out that of the assessment business in Canada but $2,500,000, which is
largely business reinsured from another company, has been placed upon its books
under its management.’

What do you mean by that?—A. T mean, that of the business in force at the pre-
sent time, the $8,000,000, about $2,500,000 is business that is placed on the books under
the present management.

Q. And yet you tell me you got how much from the Provincial Provident —A.
About twelve million.

Q. And you placed that on the books ?—A. Yes.

Q. And yet you only placed $2,500,000 —A. T said that of the business now in
force about $2,500,000 was all the business placed on the books by this management.

Q. That of the assessment business in Canada, but $2,500,000, and which is largely
business reinsured from another company, has been placed upon its books under its
management %—A. Yes. i

Q. That is your explanation? There is only two milllion, five hundred thousand
in force now %—A. Of the eight million now in force, $2,500,000 is the business placed
under the present management.

Q. So that all the business you got from the Provincial Provident is gone —A.
Oh, not all of it; a portion of it is in force still.

Q. I will call your attention to page 11 of this statement submitted to the Senate
by the company, section 5, which reads as follows:— .

‘It is absolutely false, that the former president, Mr. E. B. Harper, held a con-
tract which gave him, either temporarily or permanently, 20 per cent of the premiums
of the company, or any other percentage of the premiums of the company.” Is that
correct —A. Tt is. ;

Q. Have you got that contract?—A. T have not.

Q. Where is it?—A. T presume it is in the possession of Mrs. Harper.

Q. Have you ever seen it?—A. I have.

Q. Have you a copy of it?—A. I have not.

Q. On the same page, a few lines further, I find the statement: ¢ It is absolutely
untrue that any portion of this compensation ever accrued to the present president of
the company, or was ever drawn by him.’ Is that correct %—A. Tt is.

Q. Now, Mr. Eldridge, you remember the case of the people on the information
of you against James T. Patterson?—A. I remember there was such a case.
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Q. You remember that you were examined under oath in that case %—A. I pre-
sume I was ; I do not recollect.

Q. Take the stenographer’s minutes of the evidence, of what you swore to, and I
will call your attention to certain pages of it. In the first place, would you kindly ex-
plain to the committee what is meant by compensation, in the paragraph referred to
here, page 11, at the bottom: ¢ That any portion of the compensation.’”—A. Of the
money that would have belonged to Mr. Harper under the contract.

Q. Money which would have been payable; there was a suit brought for that
money by the Harper heirs, was there not —A. My recollection is that there was a
suit of some kind.

Q. You do not remember much about it ?—I did not appear in the suit at all, and
it is only a matter of recollection.

Q. It was not of sufficient importance to impress itself upon your memory —A. It
was not a matter in which I either testified, or with which I had any particular personal
connection, and I simply know that there was such a suit.

Q. You were a member of the executive committee, were you not, during theg
time that the suit was brought *—A. My impression is that I was not.

Q. When was the suit, do you remember ?—A. I do not recollect the date of the
suit.

Q. Look at page 29 of the court stenographer’s minutes, which you now have in
you hand, of your own evidence beginning with the question ‘ How about the cheques
of the contingent fund ¢’ Do you see that #—A. Yes.

Q. Is that the evidence that you gave ? Is that a copy of the evidence which you
gave on that trial 2—A. I do not know.

Q. You do not know —A. No.

Q. Look at it for a moment; it purports to be a certified copy of the stenographer’s
minutes, certified by the sworn stenographer at the trial. You see it is that, do you
not ?—A. T see it purports to be such. At this distance of time, I cannot identify it,
whether it is or not:

Q. You would not like to say you did not swear to what is stated there %—A. T
do not attempt to say that I did not swear to it. I simply say at this distance of time
I cannot identify whether this is the stenographer’s minutes or not.

By the Hon. Mr. Gibson:
Q. How long since the trial %—A. This was in 1891.

By Mr. Coster, Counsel for the Committee:

Q. Look at page 22; you will find the following questions put to you in what
purports to be a copy of your evidence there. ‘How about the cheques of the con-
tingent fund.’ Is that question there ? And the answer, ‘ They were not drawn to
the estate ?’—A. Yes, I see it.

Q. You might read from what purports to be your evidence and tell us whether
you gave that evidence or not ¢ Read from the question ¢ How about the cheque of the
contingency fund ?’ and tell us if you swear to that 2—A. The question is ‘ How
about the cheques of the contingency fund ¢’ And the answer, ¢ They were not drawn
through the estate” ¢Who were they drawn to 2’ ‘I do mnot recollect now.” ‘Is it
~ not Mr. Eldridge that they were drawn to the president of the association, under the
resolution authorizing that contingent fund ¢’ ¢One of them was I know drawn to
his order.” ¢ Was not all of them drawn to his order ¢’ ‘That I could not state now
positively” ¢You said you were perfectly familiar with those transactions. Have
you looked them up ?° ‘I have been over these matters, but I do not recall whether
they were drawn to Mr. Burnham’s order or not.” ‘You won’t say they were not drawn
to his order 2’ ¢ No, sir’

Q. Now, which statement is correct, the one which you make in the statement ic
the Senate which is signed by yourself and the president, the one in your sworn state-
ment there, or the one on page 1i ?—A. Both are correct.
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Q. Then it is absolutely untrue that any portion of the compensation was ever
paid President Burnham ?%—A. No.

Mr. Aviesworra.—That is not the language.
WirNess.—TI say it is absolutely untrue that it ever acerued to him.,

Q. What do you mean by that —A. I mean, passed to him personally.
Q. What does that accrued to him mean %—A. That is it.
Q. You paid it to him %—A. It passed to him, but it is not necessarily acecrued.

By the Chairman :

Q. What is the difference between the two words %—A. Accrued would mean that
it passed to him for his personal use and compensation, while it might pass to him for
a number of other purposes, undoubtedly did.

By Mr. Coster, Counsel :

Q. You did not intend to mislead the Senate when you say he did not get it, but
you say he did not spend it for his own purposes “—A. I meant it was not spent by him
for his own purposes.

Q. I could not understand it that way. Is it not a fact that a warrant was produced
at the trial referred to, and the amount paid to Mr. Burnham, $3,000, on the order of
F. Underhill, secretary of the executive committee, dated 31st March, 1896—do you
remember that —A. I do not remember it.

Q. Did you swear to it or did you not %—A. I presume there was. I have no doubt
that there was.

Q. Look at page 11 of the stenographer’s minutes, ‘On March 31st was $3,000
paid to Mrs. Harper’?—A. These aré' referred to as the court stenographer’s minutes.
The examination was beforé the magistrate. I did not think there was such an officer
there as a court stenographer. .

Q. You can swear that you did not swear to that if you like. You can take it
either way you like. If you say you did not make that statement, then I will drop it ¢—
A. T was simply questioning the designation. I am not questioning the correctness of it.

Q. I simply want to find out whether you swore to that or not *—A. What is the
question ?

Q. Look at page 11, beginning ¢ On March 31st was $3,000 paid to Mrs. Harper’ ?
I am speaking of this statement. Read what is there *—A. The answer is, ¢ There was
not.” ‘Does there appear in the book from which you are reading, on page 167, an item
under that date of $3,000 as having been paid to anybody on that date’ ? ¢ There was
an item of that date’ ¢Complainant’s counsel objects.’

Q. Would you read on please %—A. ‘ The Court—He ought to say to whom. I
asked whether that sum appears as having been paid to anybody on that date.’” ¢ Com-
plainant’s counsel objects; objection sustained; exception.’ ‘To whom was any sum
of money paid on March 31st ¥ ¢Plaintiff’s counsel objects unless it was paid to Mrs.
Harper.” ¢The Court—The books show who it was paid to.” ‘Defendant’s Counsel—It
does not show what it was paid for. It shows an item was paid under the account of
E. B. Harper” ¢ The Court—The vouchers were paid to Mrs. Harper, if you know, Mr.
Eldridge # ‘They were paid on account of the estate of Mrs, Harper and contingent
fund of said association.’

Q. That is what you swore to —A. I do not know.

Q. Will you say you did not swear to it?%—A. I will neither say that I did or did
not. At this length of time, from the stenographic report, I cannot state.

Q. If you did swear to it, would it have been true?—A. It would.

Q. Look at page 15 of the stenographer’s minutes —A. Yes, I have it.

Q. ‘On November 4th was $250 paid to Mrs. Harper’%—A. The answer is ‘ No.’
‘ Will you state to whom that amount was paid ? ¢ Plaintiff’s counsel make some
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objection.” ‘I have no objection to his saying it was paid to Mrs, Harper.” ¢Objection
over-ruled.” Then his answer is, ‘$48,000 was paid to the contingent fund of the asso-
ciation, $3,250 to Walter S. Harper.’

Q. That is your answer %—A. It appears from this it was.

Q. Did you swear to this —A. I do not know whether I did or not.

Q. Will you swear you did not?%—A. I won’t say I did or did not.

Q. If you did swear to it, would it have been true?—A. It would.

Q. I call your attention to page 18 of the same minutes. ¢ On December 9th —do
you see it there —A. ¢ On December 9th, $5,000.’

Q. What is your reply —A. ‘No.” The reply is ‘no.’

Q. ¢ Will you state to whom that sum was paid ¥ ‘It was drawn to a contingent
fund of the association.” ‘I asked to whom it was paid. It was paid to that fund ¢
‘Yes” Then turn to page 24 of the stenographer’s minutes of your evidence. Read
the question and answer at. the top of page 24 %—A. ‘I call your attention to
November 4, 1896, the time of that date, and I call your attention to two words ¢ Moss ”
and “ Butts,” opposite that payment supposed to be made on that date, and I ask you
what is the meaning of that entry? i

¢ Mr. ELkus.—To whom is that payment made ¢ TUnless it was made to Mrs.
Harper I object to it.

¢ Objection over-ruled.

¢ A. It represents the fact that $8,000 of the contingent fund was drawn to the
order of Mr. Butts, the paymaster of the association, and carried to the contingent
fund. The payment of $3,250 was drawn to the order of Moton D. Moss, who was the
agent of the association in making the payment to Walter S. Harper.’

Q. Now I call your attention to page 25 of the minutes, second question —A.
‘Q. You have testified that one cheque of the contingent fund at least was made to
Mr. Frederick A. Burnham. Why was this particular payment of the contingent fund
made to Mr. Butts ¢— A. I don’t know of any special reason, excepting Mr. Butts is
the paymaster of the association, and it passed through his hands to the credit of the
association and the contingent fund, on the books of the association, to re-imburse
payments that had been made on account of the contingent fund.

Q. Now turn to page 26, second question %—A. ‘Q. And how is your recollection
with regard to the payment made on December 9, 1897, of $5,000 which you have
testified was paid to the contingent fund ?—A. By examining the accounts and satis-
fying myself that it was paid to the contingent fund, and from the fact of confirming
the knowledge that I had at the time the payment was made, and I didn’t after having
satisfied myself with regard to that, attempt to charge my mind with any of the de-
tails, because I was simply looking for the payments made to Mrs. Harper. Q. And
you don’t know to whom that was paid ?—A. I cannot tell now to whom it was drawn.
I have testified that I know that one of these cheques was drawn to the account of Mr.
Burnham, but whica one I don’t know. Q. Would the warrants in each case show to
whom the payments were made —A. They’ would.’

Q. Now I call your attention to page 12 of Exhibit 7, statement made to the
Senate by the company. I am reading from section 6, which is in italies;—‘ It is
absolutely untrue, as charged, that the late president willed any proxies held by him
to the present president, or that any proxies given to the former president have ever
been voted by the present president of the company.’—Is that correct —A. Yes.

Mr. Coster.—I would offer a certified copy of the will of the late President
Harper, certified by the Surrogate Court as Exhibit No. 8. The will is as follows:

‘INn THE NAME oF Gop, AMEN.

‘I, Epwarp B. HARPER, at present residing at No. 28 West fifty-seventh street, in
the city of New York, in the county and state of New York, being of sound and dis-
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posing mind, memory and understanding, and considering the uncertainty of this life
do make, publish and declare this to be my last will and testament, in manner and
form following, that is to say; .

1st. I direct that all my testamentary and funeral expenses, and all my just debts
be paid out of my estate by.my executrix and executor hereinafter named as soon as
practicable after my decease. )

2nd. I authorize and empower my executrix and executor hereinafter named to
expend a sum not exceeding two thousand dollars for a suitable monument or stone
to be erected over my remains and to set aside and invest the further sum of one
thousand dollars, the present interest upon which shall be used in caring for the same
and my burial plot.

3rd. It is my desire that such insurance as may be upon my life at the time of my
decease, whether payable to my wife as beneficiary or to my estate, or otherwise, shall
form part of the trust fund of one hundred thousand dollars for the benefit of my wife,
Emma U. Harper, as in this clause of my will provided. Therefore, upon condition
that such insurance moneys shall be so used, I hereby direct my “said executrix and ex-
ccutor to pay over to the Central Trust Company, of the city of New York, as trustee
such additional sum from my estate as with said insurance moneys shall amount to
the sum of one hundred thousand dollars, the fund thus created to be held by said
Trust Company as trustee, and from time to time invested in bonds secured by first
mortgages on improved real estate in the city of New York, the interest upon which,
after paying the proper charges of said trustee, shall be paid over to my said wife, as
received, and at least as often as semi-annually during her life. And I do further di-
rect that my said wife shall be at liberty to use such part of the principal sum of said
fund of one hundred thousand dollars as my said executrix and executor shall deem
advisable, not exceeding, however, any one year the sum of five thousand dollars. And
upon the decease of my said wife, I direct said Trust Company to pay over the prin-
cipal of said sum of one hundred thousand dollars, or the unused portion thereof, to
such person or persons as she by her last will and testament or instrument in the
nature thereof may direct.

4th. After the aforesaid trust fund for the benefit of my wife shall have been
created, I do give and bequeath from the remainder of my estate the sum of two thou-
sand dollars to my cousin Josephine Lippincott, formerly Josephine Palmer.

5th. T also direct my said executrix and executor, from the remainder of my estate
to distribute the sum of two thousand dollars equally among such children as shall have
prior to my death been named after me, and whose claims and proofs of identity shall,

within twelve months after my decease, be presented to my executrix and executor.

6th. T give and bequeath from the remainder of my estate the sum of five thou-
sand dollars to the trustees of the Masonic Hall and Asylum Fund, to be by them used
towards the erection of a hospital or industrial school, as said trustees may deem best.

7th. I give and bequeath unto my beloved wife, Emma U. Harper, all of my house-
hold furniture and furnishings, paintings, pictures, ornaments, jewellery, bric-a-brac,
wearing apparel, books, musical instruments, horses, carriages, harness and appur-
tenances as her absolute property, she to give to my sister and to each of my brothers
who survive me such personal memento from my effects as she in her discretion may
deem proper.

8th. All moneys which from and after my decease may become due and payable
from the Mutual Reserve Fund Life Association, under the contract or agreement
made between myself and said association prior to my assuming the duties of president
thereof, I do give and bequeath as follows, viz.:—

One-third thereof to said association, subject to the condition in favour of Frede-
rick A. Burnham, hereinafter mentioned. One-third thereof to my said wife, Emma
U. Harper. One-third thereof to my brothers, Franklin H. Harper, George W. Harper
and Walter Scott Harper, and my sister, Annie Davis, wife of Harry Davis, share and
share alike, and to their heirs per stirpes and not per capita.
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9th. All the rest, residue and remainder of my estate and property, of whatsoever
the same may consist, or wheresoever the same may be situated, I do give, devise and
bequeath as follows, viz.: One-half thereof to my said wife, Emma U. Harper, and one-
half thereof, share and share alike, to my sister and three brothers hereinbefore named.

. 10th. In case of the death of my said wife prior to my decease, I do then give and
bequeath to the trustees of the Masonic Hall and Asylum Fund ‘the portraits in oil
of my wife and myself, and I do also in such case give and bequeath all my estate and
property except the bequests and legacies hereinbefore made for my cousin Josephine
Lippincott, my namesakes trustees of the Masonic Hall and Asylum Fund and Mutual
Reserve Fund Life Association, which bequests and legacies I direct to stand as fol-
lows, viz.: One-fourth thereof to be divided equally between my brother-in-law Frank-
Iin Underhill and my sister-in-law Marion W. Amsden, and the remaining three-
fourths there to be equally divided between my sister and three brothers hereinbefore
mentioned, all of them and their heirs per stirpes and not per capita.

11th. I have devoted my life to the upbuilding of the Mutual Reserve Fund Life
Association and it is my earnest desire that the association should continue to grow
and prosper. To this end I request my fellow directors in the association in the event
of my death to elect as my successor as president my friend Frederick A. Burnham,
who has been intimately associated with me during recent years in my work for the
association, and who therefore fully understands my plans and purposes for its per-
petuity and prosperity.

And T therefore assign and transfer to said Frederick A. Burnham all proxies
which I hold from members of said association, and hereby name, constitute and ap-
point him as my substitute or attorney to use and vote said proxies in the same manner
that T myself could do at any meeting of said members or otherwise, if living and
personally present, and whereas I have hereinbefore bequeathed to said association
cne-third of the income payable under my contract or agreement with it; I do hereby
declare that such bequest is subject to this request with reference to the election of
said Frederick A. Burnham as president of said association being complied with for
the period of at least five years in case said Frederick A. Burnham is then living
and in good health; and if said redquest be not complied with then and in that
event I do give and bequeath said one-third of the moneys payable under said contract
or agreement which would otherwise be payable the said association to said Frederick
A. Burnham for the period of five years.

12th. T hereby nominate, constitute and appoint my said wife Emma U. Harper
and my brother George W. Harper, and in the case of the death of either of them my
brother Franklin U. Harper, to be éxecutrix and éxecutors of this my last will and
testament, hereby revoking all former wills by me made.

In witness whereof I have hereunto set my hand and seal this 2nd day of January,
in the year one thousand eight hundred and ninety-five.

EDWARD B. HARPER [Seal]

Subsecribed by Edward B. Harper, the testator named in the foregoing will in the
presence of each of us, and at the time making such subscription the foregoing instru-
ment was declared by said testator to be his last will and testament and each of us
al the request of said testator and in his presence and in the presence of each other
sign our names as witnesses thereto at the end of the will.

Jouxy W. WiLuiams, residing at No. 232 E. 85 street, New York City.
Ax~xiE MoCArTHY, residing at No. 28 West 57 street, New York City.

Form 61 ]
County of New York. ; ss.:
State of New York, f
I, James A. Donnelly, Clerk of the Surrogates’ Court of said County, do hereby
certify that I have compared the foregoing copy of the last will and testament of E(i‘:
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ward B. Harper, deceased, with the original record thereof now remaining in this
office, and have found the same to be a correct transcript therefrom and of the whole
of such original record. ;

In testimony whereof I have hereunto set my hand and affixed the seal of the Sur-
rogates’ Court of the County of New York, this 24th day of May, in the year of our
Lord one thousand nine hundred and four.

JAMES A. DONNELLY,
Clerk of the Surrogates’ Court.

Q. I will read this section of the will :— :

‘And I therefore assign and transfer to said Frederick A. Burnham all proxies
which T hold from members of said association, and hereby name, constitute and appoint
him as my substitute or attorney to use and vote said proxies in the same manner that
I myself could do at any meeting of said members or otherwise, if living and person-
ally present, and whereas I have hereinbefore bequeathed to said association one-third
of the income payable under my contract or agreement with it; I do hereby declare that
such bequest is subject to this request, with reference to the election of said Frederick
A. Burnham as president of said association, being complied with for the period of at
least five years in case said Frederick A. Burnham is then living and in good health;
and if said request be not complied with, then and in that event I do give and bequeath
said one-third of the moneys payable under said contract or agreement which would
otherwise be payable the said association to said Frederick A. Burnham for the period
of five years.’

Would you kindly explain how you make those two statements tally %—A. M.
Harper did undoubtedly attempt to assign his proxies to Mr. Burnham.

Q. What did you mean when you said here, over your own signature in italics— it
is absolutely untrue as charged that the late president willed any proxies held by him
to the present president %—A. That he attempted to assign them to Mr. Burnham,
that they were not assignable, that they were not anything that could be transferred
by will, and that they were not so transferred.

By the Chairman :

Q. The statement here is that it is absolutely untrue that the proxies were willed ?
—A. Well, if it comes to that question, then I am perfectly willing to admit that in
that interpretation of the word, Mr. Harper’s will contained a direction to transfer
those proxies to Mr. Burnham, and with that strict interpretation, that statement read
in that way would probably be technically incorrect.

By the Hon. Mr. Landry :

Q. Could it be interpreted otherwise —A. Yes, it seems to me.

Q. In what way ¢—A. That the willing requires the transfer of something that is
capable of transfer, and nothing of the kind was given or transferred.

Q. That is discussing the legality of the transfer. That is putting in doubt the
legality of the transfer %—A. I do not know that T understand the question.

Q. That explanation puts in doubt the legality of the transfer 2—A. I am willing
to rest it on that, that it is the legality of the transfer as far as that is concerned, and
the principal point that I was covering in that answer was the question of the voting,
which is absolutely and unquestionably true.

By the Hon. Mr. Gibson :

Q. In other words, the disposition of the proxies by Mr. Harper was of no effect,
so far as the company is concerned —A. Yes.

By the Hon. Mr. Landry : .

Q. And it is in that way that he made no will —A. Tt is in that way I intend that
section to be understood. I am perfectly frank in admitting that in the strict inter-
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pretation of it, it does not convey the exact meaning I intended, and I regret that it
seems to have confused the issue in any way, because the statement I would have made
would have been just as forcible and covered the ground the same, and I regret that
anything should have arisen from it.

By the Hon. Mr. Gibson :

Q. What you mean is that the proxies willed by the late president could not be
made use of at all %—A. Could not be made use of at all.

By Mr. Osler, Counsel :

Q. The statement is very definite; now you say the meaning of that is that the will
was not legal %—A. The exact meaning would only be determined by reading it in con-
nection with the charge that was made.

Q. Look at Exhibit No. 6 and tell me what that is ~—A. It is a document con-
taining from pages 17

Q. I am asking you what the whole thing is : read the title —A. The title of
it is ‘ Report of the Superintendent and Examiner of the Insurance Department, of
the Examination of the Mutual Reserve Fund Life Association of New York City,
as of May 16, 1899.

Q. This includes a report which was made by Mr. Vanderpoel, and also by Lewis
F. Payne, Supt. of Insurance. I suppose you have seen that before?—A. It includes
a report made by Mr. Vanderpoel, the chief examiner, and the comments on it by the
superintendent, Mr. Payne, and I have seen it before.

Q. I will call your attention to page 9, section 1 :—

‘It was claimed that reference would have been made by the examiner to the fact
that this examination was primarily at the request of the officers of the association,
and secondly, because of certain allegations made against its officers and its manage-
ment by certain discharged officers and the employees. The examination was contem-
plated by this department before the request was made by the officers of the associa-
tion. The allegations referred to did not cause the examination to be made. I had
determined upon same prior to the filing of any charges. The examiner was com-
missioned to make an examination of the association’s affairs. He confined his report
to matters relating to its condition, and did not go into the matter of the charges
referred to, but derived the information embraced in his report from the books and
records of the association.’

Now, you say that there was an examination made into the charges, in the
face of that —A. Yes.

Q. You say there was in the face of that report of the superintendent %—A. Yes.

Q. Now, show me in Mr. Vanderpoel’s report anything relating to the charges ?
—A. The statement of the superintendent that there is nothing in the report as to the
matter of the charges is absolutely correct. Mr. Vanderpoel did not make any state-
ment in this report as to the charges.

Q. The superintendent, then, does not tell the truth when he stated that he did
not go into the charges %—A. He does not state that he did not go into the charges-
He says——

Q. T do not understand the English language if he does not *—A. He says that
Mr. Vanderpoel did not go into the matter of the charges referred to in his report,
and that is absolutely correct.

Q. ‘He confined his report to matters relating to its condition, and did not g
into the matter of the charges referred to, but derived the information embraced in
his report, from the books and records of the association”’ You say what that means
is, he did go into the charges %—A. That does not say whether he went into the charges
or not. It says that he did not go into the charges in his report, and that is absolutely
correct. He does not refer to the charges in his report.

Q. That is what it means, you say —A. That is all that that means.
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Q. And you think if there were charges of fraud, they would be written in full
on the books of the company ? Had there been anything wrong, would you have put
it on the books %—A. The matters that were charged were on the books of the com-
pany, and were derived from the books of the company.

Q. Have you a letter that was asked for in the notice to produce, a letter dated
June 25, 1898, from one Vrooman, who was the treasurer of the company, to Mr. F.
A. Burnham ?%—A. T have not got the letter. :

Q. Where is the letter %—A. I do not know.

Q. You did not attempt to produce it, at any rate. Look at this copy now shown
you, and tell me if it is a copy of that letter %—A. Of course T should not be able to
identify a copy of a document as long as this, which I have not seen for six years.
(Filed as Exhibit 9.)

Q. The letter is as follows :—

June 25, 1898.
Mr. F. A. BursuaM, President,

Mutual Reserve Fund Life Association.

My DEeArR MRr. PRESIDENT,—Supplementing my two communications of March 31,
1898—the one referring to the contract of General Manager Moton D. Moss, and the
other to economy in our expenditure—I deem it my further duty to make an addi-
tional statement in the direction of protecting the best interests of the Mutual Re-
serve.

In view of the fact that we have been, during the past three or four months,
undergoing an official examination by the New York Insurance Department, T feel
constrained to postpone the bringing to your official notice several important questions
pertaining to the well-being of this association that demand attention from the inside,
to the end that the vital interests of one and all of the members may be fully and
practically protected.

The report of the department is now in our hands, and it should be followed by
intelligent and determined effort to profit by its suggestions, and we should be warned
by its danger signals. ?

Neither passion, prejudice, suspicion, criticism, nor condemnation by word or
deed, on the part of any officer will remedy an error or institute a reform. Actual,
open, manly, faithful performance of unselfish duty will alone protect us from present,
or future fault or embarrassment. United action, upon mutual consultation, must be
had, if we are to be favoured with permanent prosperity.

The report of the superintendent will be of little avail unless it is immediately
and intelligently considered.

The report mentioned will be of slight service unless it be carefully considered
in the broad spirit suggested.

Consideration should not be postponed. Permit me to call your attention to one
feature that is practically before us and the officers of the association must not lightly
consider it.

Page 11 of the report states, ¢ that we are credited with $528,022.04 of real estate
at book walue. (It is significant that the words ¢ Book Value’ are indicated by
italics).

Page 13 of the report states, ¢ The company’s books show that there was in force
December 31, 1897, on account of bond statements, $1,626,457.92.

These two items aggregate $2,154,479.96.

Page 17 of the report, Exhibit ‘F, gives us a balance of invested and other
assets, not including mortuary and dues resources, over liabilities, of $1,531,981.34.

We must face facts and not deceive ourselves. Is it not within the range of pos-
sibilities that one or more commissioners from other states might decide that our bond
statements contain certain elements of liabilities, and that a ruling might be made
whereby the investment in the Mutual Reserve Building would be classed among
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assets as possessing no actual cash value ¢ Should such action be taken, the above
figures would show a deficit of $622,498.62. We claim, however, by way of further
credit, that the assets should be increased by one mortuary call. Allow this credit,
and I believe it ought to be allowed, we are still slightly deficient on the right side,
because, as you know, a present call will scarcely realize the net figures last mentioned.

As a prudent business man you will, therefore, quickly appreciate the possible
danger confronting us, in this single direction. In case a commissioner should seek an
cxcuse to criticise the asset value we put upon the building, he might claim that the
board of directors has not carried out its resolutions to set apart, at stated intervals,
certain stipulated sums as a sinking fund to ultimately reimburse the building account.
And in this connection, I call your official attention to the excessive rent the Mutual
Reserve pays from its treasury for its present home office quarters. If we had un-
limited means at our command, the quarters might not be considered too extensive and
commodious, but with out present financial condition we should regulate the space
we occupy and expense therefor, by our income and amount of business received.
Decrease in income and decrease in old and new business ought to be followed by
smaller quarters and reduced rental.

The Mutual Reserve now pays as rent for the present home office more than fifty
thousand dollars per annum, more than double the amount of rent paid for the home
office when located in the Potter building; and let us not forget the fact that during
the last years of our occupancy of that building we had a larger amount of insurance
in force, and were receiving a larger amount of annual new business than during the
year or two past. ¢

Considering further the reduction of expenses in order to increase our assets, I
deem it my imperative duty in the interests of the members of the association, to call
your official attention to another matter of pressing importance at the present time.

I refer to all and singular the transactions, facts and figures covering the vou-
chers, statements, accounts and contracts of General Manager Moton D. Moss, and re-
quest you to take immediate steps to correct what seems to be a number of errors, and
thereby save this association considerable sums of money.

It is better for you, as president, to correct any errors than some other official,
either in or vut of the association, which would be followed by much criticism.

I make this request with the deepest sincerity of purpose, and without any preju-
dice whatever against Mr. Moss, and I want to emphatically state that so far as has
ever come to my knowledge Mr. Moss has, by both word and act, accorded me courtesy
and compliment. My personal feelings are, therefore, entirely favourable to him.

The present, however, is not to be measured by personal feelings alone. I re-
present others as an official in this association, and am, therefore, responsible to the
one hundred thousand members, and so long as I remain such official I shall conscien-
tiously exert my best endeavours to protect and strengthen the interests of each and
every member of the association. In my judgment the time is at hand when heroic
and aggressive action must be taken to disarm criticism, discontinue endless and ex-
pensive litigation, and dispense with other difficulties that stand in the path of our
progress. Such action would check the present decrease of new business, present de-
crease of income and present decrease of membership. It is a lamentable fact that
the new business for this year will not probably exceed 60 per cent of the average of
a number of years past, although the largest, most liberal and most independent ad-
vances, allowances and contracts are freely accorded the department having this
branch of business in charge.

In view of the decreases mentioned, our expenditures should correspondingly de-
crease in all directions. A commendable beginning in this regard has been made by
way of a reduction in our official salary list, which meets my hearty approval, as is
evidenced by my letter of March 31, 1898, before referred to. This is but the initial
step in the right way. I hope you will continue the use of the pruning knife of eco-
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nomy all along the line without fear or favour, and thereby add to our ability to pay
death claims now past due.

In your annual address, January, 1897, you stated that death claims were paid
within thirty days after final approval. Unfortunately that statement does not hold
geod. You and I know, to our great embarrassment as well as to the great embar-
rassment of friends both in and out of the association, that the average payment
after due-time, for final approval, approaches nearer one hundred than thirty days.
Hence, my dear Mr. President, to again make good your commendable statement above
mentioned, we must adopt more stringent measures to secure every available dollar
to pay death claims. We cannot do this with satisfaction to our members by simply
repeating the general statement ¢to collect more money.” We must couple with that
statement the determined purpose ‘to spend less money.”’ With this last suggestion
in mind, I again call your attention to my letter of March 81, 1898, objecting to a
continuation of the contract of General Manager Moss, and as one of the reasons for
objecting to a continuance, I hereby officially notify you that on the 15th day of Jan-
uary, 1898, I join Vice-president Eldridge and yourself in signing a voucher to credit
the account of Mr. Moss, with the sum of $93,810.78. This voucher was signed by me
upon the information that the then existing contracts by and between Mr. Moss and
the Mutual Reserve had been and would be carried out in accordance with its terms
and conditions. To ascertain this fact, to the end that this association, yourself, and
myself, may be protected, I demand that an immediate investigation be had so as to
properly determine how much of the said sum of $93,810.78 has been applied in liqui-
dation of agents’ debit balances under the said contract, and how much of said sum
of $93,810.78 has been practically retained by Mr. Moss.

I also call your official attention to certain other vouchers covering commissions
claimed by Mr. Moss to be due him under his 1897 contract, cancelled in January,
1898.

Several days ago a voucher was brought me for signature which covered commis-
sions claimed by Mr. Moss for May, 1898, under the 1897 contract. Those commis-
sions amounted to $774.10. I decline to sign the voucher because I do not believe
that the commissions under the 1897 contract are continuing, in view of the later
contract, and matters connected with those contracts.

About February 1, 1898, a similar voucher was brought me, which covered the sum
of $3,009.24. I was advised that you had approved the statement of account upon
which this voucher was issued, and that you had decided the amount was properly
due Mr. Moss. Upon your decision I signed the voucher. I called your special
attention to it that you may immediately ascertain whether or not your name or
approval appears upon the account or voucher, as my name was signed upon the
express statement that you had approved the payment of accounts.

Similar vouchers have been executed and checks issued thereon as follows :—
February, 1898, $1,801.37 ; March, $1,053.29 ; April, $733.98 ; May, $774.10, making
a total of cash paid Mr. Ross for the first five months of 1898, $7,421.66 for commis-
sion claimed on business written in 1897 under his contract, which was cancelled in
January, 1898, and which commissions have been paid into the association since
January 1, 1898.

Surely Mr. Moss ought not to be allowed this credit of $7,421.66, inasmuch as all
future credits accruing under said cancelled contract should revert to the association,
because it is claimed that we assumed the agents’ debit balances created under said
cancelled contract, and which amounted January 1, 1898, to more than $150,000, and
this large sum has not been materially decreased, and probably never will be to any
appreciable extent. Mr. Moss cannot legally or morally claim this double credit.

Confirming the foregoing construction I find, in hastily examining some of the
statements of account of Mr. Moss, one made as of February 1, 1896, and endorsed
thereon is a memorandum in the handwriting of Mr. Franklin Underhill, as follows:—

€ All credits upon 1897 business revert to the association, and we assume the agents’
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accounts.” In view of Mr. Underhill’s close relations with the management in finan-
cial matters, this memorandum was presumably made by your consent and authority.

With these new facts and additional information I hereby withdraw my approval
from each and every voucher hereinbefore mentioned and set forth, because of the
mistaken facts before me at the time of approving such vouchers.

The gravity of the situation demand that immediate action be taken in the pre-
mises to protect the officers and members of the Mutual Reserve,

I therefore officially call your attention to the foregoing statements; and ask your
prompt action as president, in order that the association ~may be permanently
strengthened by a further reduction of expenditures, and that its good name may not
be tarnished by any contemplated repudiation of recorded promises.

Let us specially bend every effort to largely decrease mortuary expenses. so that
death claims may be more promptly paid, frequent increases of rates avoided, fewer
liabilities reported and provision made for a substantial surplus to make good present
pledged promises for the future.

Let us do the needful to reduce home office rental account by surrendering a
number of rooms and leasing same to outside parties, thereby securing a double in-
come for the association. Let us dispense with unnecessary leases of officials in locali-
ties where we have little or no business. It is better to have no office than a vacant
office. It will not decrease efficiency of work, but it will increase our paying power.

Let the contract of General Manager Moss be immediately cancelled, and I ven-
ture to suggest, in accordance with terms submitted in my letter of March 31st, this
will be eminently fair to Mr. Moss and just to the association. We would thereby
save an unwarranted general over-riding commissions. Much of the business allowed
him has been secured by old and valued agents of the association who were never
appointed by Mr. Moss, and he has never rendered them any special service, never
visits their agencies and no reason whatever exists for him to personally profit by their
labours. Such profits belong to the old agent and the association, in justice and
equity, and it is and has been against the policy of the Mutual Reserve to allow gen-
eral over-riding commissions.

Let the accounts of Mr. Moss be fully stated by an expert accountant, to the end
that all his receipts and disbursements as general manager may be definitely and
properly determined, and final and correct balance struck to the debit and credit of the
general manager. Surely he cannot object to this plan. and surely it is the duty of
yourself as president to have full and correct legal knowledge of so important an
account. The carrying out of this suggestion will be right and equitable, and properly
protect the interests of all parties concerned.

Let the accounts of agents receiving advances be carefully verified and regularly
inspected for the purpose of preventing any considerable indebtedness and undue and
useless advances. We should be warned by the unfortunate experience had with many
agents appointed by the general manager, and who have left us after obtaining exces-
sive advances which will remain as permanent indebtedness to our great loss. Pro-
ducers should be protected. Consumers should be dismissed.

The rule in all other departments should also apply in the agency department, to
wit: No money to any person at any time or place by way of advance, or for any other
purpose, whatever, should be paid out of the treasury of the association, except upon a
voucher signed by three officers, followed by a cheque signed by three officers. There
has never been but one exception to the rule, and I insist that this exception immedi-
ately ceases.

The foregoing suggestions are respectfully submitted because the large amount of
unpaid death claims and the decreasing revenue confronting us demand consideration
and not ‘criticism for presenting them. We must fairly and firmly dispose of these
and other questions vital to the preservation and success of the association.

The suggestions are made without prejudice or passion, with honest purpose, and
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I am ready and willing at any time or place to discuss these and other questions for
the well-being of the association with the president, board of directors, or members.

I ask you, Mr. President, to carefully and dispassionately consider this communi-
cation, and take such immediate action that the rights and interests of one and all
of the members of this association may be properly protected.

Sincerely yours,

(Signed) J. W. VROOMAN,
: Treasurer.

Q. Who is Mr. Vrooman ?—A. He is a gentleman resident in New York, connected
with the Provident Savings Life Assurance Society.

Q. Was he ever in the employ of the company —A. He was.

Q. What position did he have?—A. He was one of the directors, and he was also
the treasurer of the company. ;

Q. What is the man’s record ? Does he bear a good character or not %—A. So far
as I know, yes.

Q. And at present, what do you say his position is %—A. He is connected with the
Provident Savings Life Assurance Society, but his exact position there I do not know.
I think he is a member of the board of directors, and holds some office there, but what
it is exactly I do not know.

Q. Was he dismissed from the company —-A. No.

Q. He resigned, did he %—A. He did. :

Q. When did Mr. Vrooman resigni—A. I do not know the date of his resignation.
It was not a great while after that letter, T think.

Q. Would it be soon after that >—A. My impression is, yes, but I cannot give
you anything more than that in regard to the date. It is not in my mind.

Q. About that time, was it %—A. That is my impression.

Q. You said, I think, that you are a director and the actuary of the Mutual Reserve
Fund Life Association %—A. Yes.

Q. When were you appointed actuary —A. I do not remember when I was first
formally appointed actuary. My impression is, that it was in 1896; it may possibly
have been in 1895. :

Q. Do you know an insurance journal called the Guardian?—A. T do.

Q. Are you connected with it —A. Yes.

Q. As publisher —A. Yes.

Q. What system of life insurance would you specially support as editor of the
Guardian?—A. Tt was established to support the assessment system of life insurance.

Q. How long have you been advocating the assessment system %—A. In either
1881 or 1882—I think it was in 1882—1I began the advocacy.

Q. Were you a member of the National Convention of Mutual Underwriters %—A.
I was.

Q. What were the objects of that society or convention —A. The National Con-
vention of Mutual Life Underwriters was an asssociation of the assesssment com-
panies of the United States and Canada for the purpose of meeting in convention
annually, discussing questions connected with assessment life insurance, aiding in
securing proper legislation, and aiding in establishing business upon scientific bases.

Q. Are you a member of any actuarial society in the United States or elsewhere ?—
A. I am not.

Q. How many years were you secretary of the National Convention of Mutual
Underwriters —A. T should say probably six or seven, It may not have been as many
as that, but from five to seven years probably.

Q: What other office, if any, did you hold in that 7—A. T was at one time chairman
of the executive committee, one year I was president. :
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Q. Were you connected, officially or otherwise, with any other life insurance com-
pany prior to your connection with the Mutual Reserve “—A. Yes, I was connected with
the National Life Maturity of Washington,.D.C., and with the Valley Mutual Life of
Stanton, Virginia, and I was treasurer for the purpose of closing up the estate of the
Oolumbia Mutual Life of Washington, D.C., which had reinsured its risks. I was also
a director and vice-president of the Ohio Valley Protective Association or Union.

Q. Had you anything to do with the Bay State 2—A. In the last year of the Bay
State’s existence, I was employed as a consulting actuary, to tabulate their mortuary

. experience, formulate rates and draw up forms of policies for them, and before the work
was well under way, the association was placed in the hands of a receiver, and my work
was discontinued. i :

Q. You spoke of the Valley Life Association of Virginia; you were president of
it, were you?—A. I was president of it.

Q. How long were you connected with it #—A. My impression is, three: years.

Q. Is it still in existence —A. It is not.

Q. Did it fail?—A. Tt reinsured its risks.

Q. Now take the National Life Maturity Association of Washington ; is that
company in existence —A. It is not.

Q. Did it fail %—A. It went into the hands of a receiver my impression is, about
six years ago. :

Q. Now, take the Ohio Valley Protective Union, in what capacity were you em-
ployed in that one —A. I was a stockholder in it, and one of the board of directors
and vice-president.

Q. Is that company in existence still?—A. No, the company reinsured its risks
and closed up its business.

: Q. You said you were connected with the Columbia Mutual Life of Washington,
D.C.—in what capacity —A. The Columbia Mutual Life had insured its risks.

Q. What was your connection with it #—A. I am explaining it.

Q. What office did you hold %—A. Permit me to explain and I will tell you. The
Columbia Mutual Life Association had reinsured its risks. I, as a stock-holder, was
elected its treasurer, after the reinsurance for the purpese of closing its estate, and
did so.

Q. Tt is not in existence now %—A. No.

Q. Were you connected with the Massachusetts National Life %—A. I was.

Q. How long were you with that —A. Tn September, I think it was, 1895, I
resigned from the Mutual Reserve Fund for the purpose of organizing that company.
T went to Westfield and organized the company, and in January, 1896, was asked to
return to the Mutual Reserve, my resignation never having been accepted up to that
time, and did so. It would cover a period of three or four months.

Q. During that time you say you left the Mutual Reserve, was your salary going
on —A. I tendered my resignation to the Mutual Reserve, and it was not accepted,
but I gave the Mutual Reserve two days a week, by an arrangement, and my salary -
was placed proportionately to what I had been receiving for full weeks.

Q. That is to say, you got two-sevenths, or two-sixths —A. Two-sixths.

Q. Is that company that you organized, the Massachusetts National Life, in exist-
ence %—A. It is not.

Q. When you became actuary of the Mutual Reserve, did you make a careful
study of the mortality experience of the association %—A. I have at various times
made a study of the mortality experience.

Q. With reference to the fifteen-year members, were you of the opinion that they
were paying their full share of the amount required to meet death losses %—A. When
I became actuary ?

Q. Yes. When did you discover that they were or were not —A. In 1894, and
the early part of 1895, I made an investigation.

-
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Q. When did you first discover that the fifteen-year members were not paying
their full share of the amount required for the payment of death losses %—A. In the
latter part of 1894 and the early part of 1895,

Q. When did you recommend a reapportionment of the rates?—A. In the early
part of 1895.

Q. Is it not true that that reapportionment of rates was made on the recommend-
ation of the insurance department ?—A. It was. The insurance department did
recommend the reapportionment of rates.

Q. In the early part of 1895 %—A. On an examination which covered the latter
part of 1894 and the early part of 1895. I think a report was made in April, 1895—
that is my impression.

Q. And at no time prior to that did you recommend reapportionment of rates ?
—A. Not in any formal way.

Q. But in your own mind?%—A. Oh, yes. I had discussed the question with Mr,
Harper before that at the time of my coming there, and told him that it was inevit-
able.

Q. And then as actuary you made the reapportionment in 1895%—A. As actuary
I computed—or not as actuary. I was not then in 1895, I think, the actuary of the
company. I was one of the officers of the company, and what computation was neces-
sary was made under my direction.

Q. Who was the actuary—A. I do not know that the company had a man that
was official actuary at that time.

Q. Were you not the only actuary as a matter of fact?—A. T probably was dis-
charging the duties of actuary at that time, but I do not think that I had at that time
been appointed actuary of the company.

Q. But you were performing the duties; the only actuary they had?—A. I was
doing the supervision of that work. :

Q. Was the reapportionment made by you sufficient in your opinion to provide for
the payment of death losses —A. It was sufficient in my opinion to provide for the then
current death rate of the association. :

Q. In making the reapportionment in 1£95, did you have before you a statement
of the amount paid by members insured on the fifteen-year plan in 1888 and 1889 7—
A. My impression is that I did.

Q. You would naturally have it, would you not?%—A. Yes.

Q. How much less, if any, had the members insured on the fifteen-year plan paid
in 1888 and 1889 than members insured on the ten-year plan up to the date of the
reapportionment of rates in 1895 %—A. I do not understand your question.

Q. How much less, if any, had the members insured on the fifteen-year plan in
1888 and 1889 paid than members insured on the ten-year plan up to the date of the
reapportionment of rates in 1895¢? What I mean is, is it not a fact that the members
insured on the fifteen-year plan paid the same amount per thousand the same age as
the men insured on the ten-year plan in 1890%—A. Do you mean had not the members
insured in 1888 and 1889 on the fifteen-year plan paid the same rates at the age of
entry as those insured on the ten-year plan had paid?

Q. Yes?—A. Yes, the rates were the same.

Q. According to the age it was the same rate ?—A. Yes.

Q. Is the present mortality of the Mutual Reserve Fund greater or less.than that
indicated by the standard mortality tables ?—A. In 1900 it was somewhat larger. In
1901-2-3 it has been somewhat above the table.

Q. Was it 106 per cent in 1902, or was it not%—A. I do not know. It was above
the table.

Q. There is the table. Tell me what it was in 1902¢ The question is whether
the mortality of the" Mutual Reserve was greater or less than the amount indicated
by the standard mortality tables?—A. This Wisconsin table places it at 104 and three

one-hundredths per cent—the standard table.
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Q. At any rate it is not 106 as you say %—A. It is 104 and three one-hundredths
per cent by this table.

Q. What is your opinion as to the rates charged by this company. Do you say the
rates were too low?—A. If the rates were treated as rates to secure insurance at level
payments they were absolutely inadequate. If they were treated as rates to secure
insurance at premium increasing with age, theoretically they were sufficient; but, in
practice, the question would come in of the effect of these increasing rates in driving
out the risks, and thereby forcing a death rate greater than the table called for, and
in that event these rates might be inadequate as applied to attained age.

By the Hon. Mr. McSweeney:

Q. That happened, did it not?—A. It did. The members going out with the in-
creasing rates was undoubtedly the cause of the death rates going up. It was inevit-
able that in such a case the better risks would go out, leaving the risk that remained
impaired as to quality, and thereby producing a heavier death rate, and that is what
really happened.

By the Hon. Mr. Béique:

[}

Q. In other words, you found in practice that the association had been operating
under a wrong system %—A. They had been operating on inadequate rates. And even
if the system theoretically might be correct, the rates have not beeen applied properly
to carry the system out in a practical way.

By the Hon. Mr. Wood :

Q. These columns of figures show death lossses; in one column we have ‘ Expectant
death losses’ ; upon what basis is that >—A. That would be on the basis of the standard
mortality tables there used, either the American or the actuaries’; it would be the
amount of death losses to be expected in the year in accordance with those tables, which
are the official tables of insurance. ;

Q. And the other column is the actual amount of death losses %—A. Yes.

Q. And they exceeded that %—A. Exceeded by some four per cent.

By Mr. Coster, Counsel :

Q. Was it your duty to prepare the rates —A. It was my duty to prepare the rates
after I became actuary, but in regard to the policies before that, that were in force
pefore that, there was a table which was a part of the contract, and which had to be
used in dealing with those policies. I had nothing to do with that policy or with those
contracts performing them, excepting to deal with them after I became connected with
the company.

Q. Did you prepare this manual in 1896 ?—A. I did.

Q. Look at page 13 —A. Yes.

Q. That was used by the agents —A. This was used by the agents.

Q. What year is that %—A. 1898.

Q. On page 13, I think, you will find there appears the following statement : ¢ The
reserve of a legal reserve company is the liability determinable against each policy of
insurance which the company must be able to offset by invested assets under the penalty
of bankruptey and a receivership. As so much of the funds as equal this reserve are
and must be held to provide for this liability, they are absolutely beyond the use of the
company for the purposes of its ordinary business as if they did not exist’%—A. Yes, sir.

Q. That is correct —A. That is correct. :

Q. Would you explain what is meant by a lien on a policy %—A. A lien on a policy
is the same as a lien on anything else—an obligation against the policy or the property
or whatever it is.
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Q. Do these 'policies in the Mutual Reserve have a cash value now?—A. The
assessment policies ? :

Q. Yes %—A. No, they have no contract cash value.

Q. The company would not pay any cash for them—no cash surrender value %—A.
They have no contract cash value. The company would exercise its best judgment in
case of a policy being submitted to it for purchase as to whether it was the best interest
of the company to pay something to get it off its books or not.

Q. For instance, if a man were dying I suppose you would be willing to give him
something to avoid the policy, but you do not make a habit of giving anything ?—A.
No, the policies have no contract cash value.

Q. The company will not give anything for that %—A. No.

Q. Under what circumstances would they give anything for them ?—A. If an
individual policy was presented to the company and the circumstances surrounding it
were such that the management of the company, in the exercise of its just discretion,
regarded it in the interest of the masses of policy-holders to retire that policy by the
payment they would do so.

Q. Give me an example of where you would pay money for a policy =—A. If an
individual, whose health was seriously impaired and was liable to become a claim in
all probability within a few years, wanted to dispose of his policy to the company,
and it could be retiréd for a comparatively small payment, the company would con-
sider it as the best interests of all. :

Q. Then, if T understand you, it would only be when it was a policy which was
apt to become a claim on the company —A. No, I did not say it would only be that.
You ask me to illustrate.

Q. Give me other cases?—A. T cannot hunt up supposititious cases. I gave you
one. I could not meet those cases until they were presented to me.

Q. You cannot think of any other case?—A. I cannot meet conditions until they
arise, and cannot say as a business matter whether I would advise a payment for a
policy until the matter came before me. When it came up I would pass upon it.

Q. You say you cannot think of any other policy except one which is liable to
A. I'did not say that.

Q. Tell the committee some other policy for which you would pay surrender value
—where it is a live man—young man?—A. I probably should not purchase such a
policy.

Q. It would not have any cash surrender value would it?%—A. N o, sir.

Q. Explain how you would put a lien on one of those policies—one of those you
would not buy; you must have some of those that are not liable to be a claim upon the
company in a year or two?—A. I do not know that T should put a lien on it.

Q. Did you not put liens on policies?—A. There are liens on some of our policies.

Q. What did they amount, roughly speaking —A. There are liens upon certain
of our policies to the amount of about two million dollars, which are included in our
assets.

Q. Explain to me how you can take a policy which has no cash surrender value
and by putting a lien on it make it an asset —A. You cannot take a policy that has
no surrender value, and by putting a lien on it make it an asset. I do not know of
any method by which you can do it.

Q. Do you consider liens as funds belonging to the company?—A. I consider
liens that are included in our assets in exactly the same light as the liens that are
given by any insurance company, and under the laws of the state of New York city
they are specifically allowed as assets, and under the practice of every life insurance
company that I know of they are allowed as assets to the extent of the off-set of the
reserve liability that is charged on each individual policy.

Q. How much did you say these liens amounted to —A. About two million dol-
lars.

Q. And that two million dollars you call assets, do you?—A. T do.
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Q. Cash assets—A. I call them assets.

Q. Tell me how much you would give for the policies upon which these liens are
placed; how much cash you would give for them. Would you give two million for
the whole outfit?—A. I would give two million to retire them all.

Q. Cash?—A. Cash, and the liens would be deducted from that two and a half
million. I would pay the liens and about half a million dollars to retire all those
policies. _

Q. The policies that you have the liens on %—A. Yes.

Q. If you pay $500,000 to retire them, then you say that as soon as you put a lien
on these policies, which are worth five hundred thousand dollars, you increase their
value by two million dollars?%—A. Oh, no.

Q. How could you have two milllion dollars’ worth of assets when you put liens
on them ?—A. Because those policies have a liability charged against the company,
in the reserve, of over two million seven hundred and fifty thousand dollars, so that
if those policies all cease to be in force and those liens cease to be assets, the liabili-
ties of the company would be diminished two millions seven hundred and fifty thou-
sand dollars’ worth, while the assets would be diminished only about two million dol-
lars. Mr. Chairman, may I make one statement to the committee.  This matter
relates to the general statement of this company. In 1902 the Insurance Department
of New York, which is the supervising authority of this company, examined the con-
dition of the Mutual Reserve Fund Life Association, which afterwards became the
Mutual Reserve Life Assurance Company. It put its actuary with its actuarial force
into the office of the Mutual Reserve and was there for three months. It valued every
individual policy listing those policies one by one and by their proper designation and
charged against them their proper reserve, but listed the liens that the company have
in their possession and listed them lien by lien, the number of policy, by number of
policy, and it paired every one of these with the reserve charged against that policy,
that excess was thrown out afterwards on a report of the examiner of the company
under oath. The department of New York allowed those assets and charged the com-
pany with the liabilities, and it has continued to value the policieg and allow the
assets from that time to this. It is a matter that concerns the general conduct of the
company, and has nothing whatever to do with the business in the Dominion of
Canada. :

Hon. Mr. DomviLLe.—That is for us to say.
WirNess.—I am simply making my statement. That is all.

Hon. Mr. DomviLLe—You have no right to make such a statement to the com-
mittee.

The CuAmrMAN.—TIt is on record.

WirNess.—I was not attempting in any way to say what the Senate should or
should not do. I was simply making a statement of the facts in the case, and if you
will allow me to add beyond that, whenever the Insurance Department of Canada
decides what is the best legislation for the assessment policy-holders in Canada, the
Mutual Reserve is prepared to assent thereto and conform to it. I do mnot want to
be misunderstood as dictating terms as to what the Senate should do.

By the Hon. Mr. Béique:

Q. I should like to ask you what is the amount to the credit of the reserve fund ?
—A. The reserve of the company is about four and a half million.

By the Hon. Mr. Cozx :
Q. Those two million of liens on the policies are on the regular life plan policies ?

—A. Regular life plan.
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Q. None of it on the assessment plan?—A. None whatever.

By the Hon. Mr. Béigue:

Q. Those four millions are in the portion of the regular business, in the business
done since 1899 %—A. In the United States under the legislation by which we were
incorporated the department of New York makes no distinction whatever between the
earlier business and the later business, but values it all according to the terms of the
contract and the valuation charges us with this reserve on our entire business.

By the Hon. Mr. Cox:-

Q. Are you continuing to do business on the assessment plan on the other side?—
A. No, sir.

Q. Not doing it anywhere —A. No. But under the New York law the policies
written on the assessment plan are valued by the Insurance Department and the re-

serves charges against them.
Q. You are continuing those who want to continue, but not issuing any new
policies on the assesement plan —A. No.

By the Hon. Mr. Wood:
Q. The reserve fund amounts to four and a half millions —A. Yes.
Q. Does the company hold that in cash assets %—A. In cash and these liens are a
portion of the reserve.
Q. On the regular life system %—A. Yes.

By the Hon. Mr. Cox:
Q. That arose largely from converting assessment policies into whole life policies ¢
—A. Yes, very largely.

By Mr. Coster, Counsel :

Q. You consider these liens are funds belonging to the company —A. Yes.

Q. All you*have to do to increase your assets is to put a little lien on a policy
which has no cash value?—A. No.

Q. What do you mean ? You increase your assets by two millions by putting liens
on policies which have no cash value?%—A. These policies have a cash value of $2,500,-
000.

Q. You would pay that for them %—A. We would pay $2,500,000 to retire those
policies.

Q. Cash %—A. Cash, when the man had paid his obligation the note of a policy-
holder procured by a reserve on his policy is admitted as an asset in every country in
the world, and it is an asset of the company. :

Q. Where the policy has a value —A. Every one of those policies has a value, and
the value of each policy exceeds the amount of the lien on that policy, in every instance.

Q. Of this four and a half million reserve how much is made up of liens —A.
About two million dollars.

Q. Why could you not increase that to four millions and then you would have
$6,500,000 ?——A. It takes two to make a bargain.

Q. They never made any advances—never advanced a dollar ?

Mr. AvLEswortH.—That is a misstatement, but not under oath.

By Mr. Coster, Counsel :

Q. Did you ever make any advance to these people —A. We made an advance to-
these people in the sense that they had not paid this portion of the premium.

By the Hon. Mr. Coz :

: Q. And they changed to a level premium ?—A. They changed to a level premium
fixed by their original age of entry, and gave a note for the reserve that would have
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accumulated to the time of the change, instead of paying it in cash. Had they paid
in cash they could have turned right round and borrowed it back from us as a loan on
the policy, and instead of doing so they simply gave us a note instead of paying the
cash and borrowing it back.

By the Hon. Mr. Béique:
Q. It avoided a cross-entry %—A. Yes.

By Mr. Coster, Counsel :

Q. It is book-keeping %—A. No, not book-keeping in the slightest degree. Here is
a man who insured ten years ago, at the age of forty, and he has paid under assessment
policies simply the cost of carrying the risk as it has acerued. He has accumulated no
reserve whatever. His rate to-day for a policy of whole-life insurance would be, say,
$30. It was at his original age $24. The difference between those two premiums would
have been accumulated if the policy had been issued at the age of forty at a $24 pre-
mium, as the reserve liability of that policy was $150; he wants to change now to the
whole-life policy, with a level and fixed premium determined by the age at the time that
he came in, original age forty, he being now of the age of fifty, that premium would
not be sufficient to carry a $1,000 insurance upon the life of a man fifty years of age.
Unless we had the $150 as a reserve, that would be charged. Now, we say to him, ¢ You
can have the rate at age forty, which is $24, but in order to have that rate at age forty,
you must pay us $150, which is the reserve, and he says, ‘I have not the $150,” and we
say, ‘If you had originally taken that policy at age forty and paid us $24, we would
loan on the security of that policy $150; instead of your paying it in cash, we will loan
you the $150,” and we take his note for the $150, and the company is charged with a
liability of $150, and we have his note bearing interest at 5 per cent to offset that lia-
bility and his agreement to pay as long as he is insured in the future $24 a year for
his insurance, which is the same as he would have paid if he had gone in at the age of
forty.

By the Chatrman:

Q. Supposing he drops out of the company and owes the company $150 %—A.
Yes, and the company owes him $150. - Because there is a cash surrender value of $150
on that policy. One cancels the other. ; :

Q. If T owe you $150 and you owe me $150, we even up *—A. Yes. But to make
our statement we have to put down that way and one offsets the other.

By Mr. Coster, Counsel:

Q. How would you collect this two million —A. We do not collect it. We do
unot. want it.

Q. You call it cash that you have?—A. I do not call it cash. I call it one of the
invested assets of the company.

By the Hon. Mr. McSweeney:

Q. The law provides for that?—A. The law of the state of New York specifically
sets forth that it is an asset of the company. It is the best asset the company can
have.

By Mr. Coster, Counsel:

Q. You have promissory notes for the two million dollars —A. Yes, in every
instance we have a promissory note bearing interest at five per cent.

Q. Did you ever put a lien on any policy without the consent of the assured ?—

A. Upon a certain class of assessment policies under the by-laws of the company an

assessment was levied for the purpose of correcting the inadequate payments in the

early history of the company. In dealing with that class a notice was sent of these
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assessments which were large, and consent was given in that notice that the amount
could either be paid in cash or allowed to stand as a lien against the insurance under
the terms of the by-law, which is specifically set forth in the by-law.

Q. Your answer to my question was yes. That would be shorter ¢—A. No, you
asked if we did it with the consent of the policy-holders ?

Q. You could have answered it, yes or no %—A. I should have answered it no.

Q. You say no?%—A. If I am to answer yes or no, I should say no.

Q. That you never put a lien on a policy without the consent of the policy-holder?
—A. That depends entirely upon how you interpret the consent of the policy-holders.
T have explained what is usually actually done. I said if I were compelled to answer
yes or no, I should say no, but I do not think it is a question that can be answered
yes or no ithout an explanation.

Q. How does a man consent in this case where you give this long explanation %—
In what way do you get his consent —A. In the first place he consents by entering
jnto a contract which makes the by-laws of the association a part of his contract. In
the second place he assents when the notice is given him that he must either pay the
money or can allow it to stand by going on and paying his other assessments and
allowing it to stand. I consider the two combined.

Q. Those are the only ways in which he consents ?—A. T consider those two com-
bined as a consent.

Q. Kindly answer my question and we will get along much quicker. Those are
the only two ways in which you say he consents —A. That is the way in which I in-
terpret his. consent.

Q. Those are the only ways?—A. Oh, there are other ways.

Q. How ?—A. He may consent by writing in and saying he consents.

Q. But in cases where he does not do that %—A. I interpret the fact that the
by-laws are a part of the contract and his allowing this matter to stand as assent, and
that is the assent that I refer to when I say we have the assent of this man.

Q. In how many cases would you say you only do that —A. I do not know how
many there are.

Q. Would there be more than half of them #—A. Of what ¢

Q. Of the liens on the policy *—A. Do you mean of these two millions ?

Q. Yes %—A. There is not a dollar of these two millions in that.

Q. How much lien is there in addition to the two million that you put on with-
out the consent %—A. T have not put any on without their consent.

Q. What do you speak of where they consented by being bound by the by-laws ?—
A. My impression is—though I am only gpeaking in round numbers—that there is
about two million to two and a half million

Q. Liens which are put on which are only assented to by reason of their being
bound by the by-laws —A. Yes, and receiving notice and continuing their regular
payment.

Q. There is two and a half million and two million where they have given prom-
issory notes —A. Yes. ;

Q. These other lien policies—do you put that in as an asset, too ?%—A. No, sir.

Q. You do not call that two and a half million an asset ?—A. We do not.

Q. Because you did not get a note —A. Because there is no liability under those
policies to charge that against.

Q. But it is only where you charge them to straight life that you put on this
lien %—A. Tt is where we change them to straight life that we take this note and include
in the assets to the extent of the reserve.

Q. And you say, then, that in no official report that these policies that you say
are put on without the note being given—I do not want you to say without their con-
sent, because you say they did consent—but in no official report do you put these in as
assets %—A. The by-law liens, you mean ?

Q. Yes?—A. No, in no report.
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Q. And you never increase your assets by reason of liens more than two millions?
* —A. To answer that question it is necessary for me to make a somewhat long explana-
tion. I will have to ask the patience of the committee. In 1900 we reinsured the
risks in part of the North-Western Life Assurance Company of Chicago. That com-
pany had attempted as an assessment company to change to the level premium plan
by this lien method of accumulating the reserve. They transferred to us the signed
liens which they had at the time of the insurance and we carried into our liabilities
the reserve on those policies as of their face and their original date of issue, and to the
extent that they were offset liens, notes given by policy-holders, we included them in
our assets as an offset to the liability charged in the reserve. When the company was
in 1902 examined by the New York Insurance Department for the purpose of re-
incorporating, the question was taken up between the company and the department,
and the department decided that what we reinsured was the net amount of the insur-
ance as of the date when the contract went into effect. That is, if the policy was
originally a thousand dollars with a lien of $250 on it, we did not reinsure the thous-
and dollars, interpreting the written contract, but that we reinsured $700 as of Sep-
tember 1, 1900, and from that date they computed our reserve liability, not on the
thousand dollars but on $700. With that decision of the department all the liens
of the North-Western Life, which had formerly included in our assets and returned
to the department as such, were dropped from our assets because there was no reserve
to offset them or mo liability to cover them, and so I could not testify that we had
enough included in our report in liens excepting these two millions, because we did one
year to several of the departments include these North-Western liens and charged
ourselves with the reserve.

Q. What year was that?%—A. It would probably be two years. It would be at
the close of 1900, and then probably at the close of 1901, because we had to make our,
report to many of the departments at the close of 1901 before the New York depart-
ment had completed its examination of the company in 1902, so that, so far as we
have made reports to other departments before the New York department made its
ruling and completed their examination, we would include those at the end of 1901,
but since then it has not been done.

Q. Did the department make you take them out then —A. By the ruling of the
department they ceased to be assets; they ceased to represent anything. The insur-
ance that we had taken over by the amount of those liens—that is, if we had taken over
ten millions and there was two millions on it, the department treated it as eight mil-
- lions reinsured, and as far as the department making us do it or not, it was the re-
quest of the company that it should be done, and on examination the New York de-
partment coincided with our view, that that was what should be done.

Q. You did not do it at their request ¢ They coincided with you %—A. Yes.

Q. Which policy cost the most, the fifteen-year plan or the five-year plan the same
age—thirty —A. The rates on the five-year plan are the higher.

Q. How much ?—A. I do not carry the rates in my head.

Q. What is the rate at age thirty in the five-year plan after the first year %—A.
This book you show me gives the rate $14.52, if paid annually in advance.

Q. That is after the first year ~—A. Yes.

Q. What are the expenses of getting that?>—A. I do not understand the question.
There is a rate of $20.10 the first year on that policy.

Q. What provision is made there for expenses?—A. Under that contract the en-
tire first year’s premium, excepting the death cost of carrrying the insurance, belongs
to the expenses.

Q. How much would that be?—A. It would depend upon the death rate of the
company. At age thirty I should say it would be about $8, the tabular cost.

By tﬁe Hon. Mr. McSweeney :

Q. And subsequent years it is $14.52 ?%—A. Yes.
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By Mr. Coster, Counsel:

Q. Take the fifteen-year plan, what is the rate for that?%—A. I have not the rate
for that.

Q. You say the five-year plan is higher that the fifteen—costs more?—A. Take a
five-year table as a whole, it is higher than the fifteen.

Q. Does the company get more out of the five-year than the fifteen? You know
what T mean?—A. No.

Q. You see the rates as they are shown in the books may be a little higher on the
five-year, but after all does not the fifteen-year plan cost just about as much as the
five —A. No.

Q. How much does the company get out of it?—A. I never made a calculation.

Q. You do not know —A. No.

Q. You are the actuary of the company—A. I do not carry all the tables and
figures in my head, even if I am actuary.

Q. Do the fifteen-year policies provide for any benefit other than payment of
death losses?—A. A portion of them provide that at the expiration of each five years
‘if there is any share unused it shall be apportioned in the form of a bond or bond is-
sue. The latter issue provides that at the expiration of fifteen years any portion of
the reserve or surplus belonging to the policy equitably may be used and applied
towards the payment of future dues and assessments, or may by a year’s notice be
withdrawn in cash. A portion of the fifteencyear policy also provides that in event of
the policy having been in force five years the liability.to pay death claim continues
for six months after the failure to pay an assessment, and if it has been in force ten
years the liability to pay a death claim continues for twelve months after the failure
to pay an ascessment.

Q. Did the policies on the fifteen-year plan provide for the payment of disability
claims %—A. The earlier five-year policy ?

Q. The earlier fifteen-year policy %—A. No, not the earlier fifteen year.

Q. Did any of the fifteen-year policies?—No, there is no disability provision
in the fifteen-year policy.

Q. Only in the five %—A. Yes.

Q. None in the ten —A. No.

Q. And that is the reason you say that there is a higher rate charged ?—A. No,
sir.

Q. Why do you charge a higher rate for the five-year # You say you do charge a
higher rate 2—A. Because the five-year premium was calculated within the limits
allowed by assessment contracts to remain level throughout life.

Q. Why does a policy-holder insured on thefive-year combination option plan
pay less the first year than he does the second and subsequent years %—A. He does not.

By the Hon. Mr. McSweeney:
Q. He pays less the second than the first #—A. Yes, at the higher ages, from
fifty-two up to sixty the payments are the same.

By Mr. Coster, Counsel:

Q. At age 60, does a man pay less the first year than he does the second and sub-
sequent years *—A. On the general tables the payment is the same the first and second
year at age of 60.

Q. But as a matter of fact, does he at age of 60 pay less the first year than he
does the second and subsequent years —A. It is possible that there is a table that was
in use a short time in which the payment the first year at the age of 60 was less than
the subsequent years. I am not certain that that is the case, but it is possible it is,
that for two or three years the payment was less the first year than the second year.

Q. Why was that %—A. Because when the five-year plan was first adopted the
method was continued in a modified form of the admission fee. For a number of
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A
years the company had charged as a first payment and admission fee of $8 a thou-
sand, and then the subsequent payments were regulated by age. When we first adopted
the five-year plan we continued the first payment as $8 a thousand and had five
bi-monthly payments, and where as in the extreme ages of the table the bi-monthly
payment was in excess of $8, of course the first payment was a trifle less than the
bi-monthly payment, and that would make the payment for these ages the first year a
trifle less than the payment in subsequent years, but that table was not used any length
of time. It was very soon discontinued.

Q. When did Mr. John E. Hollingsworth, the controller of the Mutual Reserve,
resign his position —A. I do not remember.

Q. How long was his salary continued after his resignation was accepted —A. I
do not know.

Q. You say you do not know %—A. I say I do not remember.

Q. I ask you if you know anything about it ¢ Did you know that it was con-
tinued —A. I did not know that it was continued.

Q. You do not remember for how long —A. I do not remember for how long.

Q. Was it continued for a year —A. T do not think it was. But I am not going
to swear as to what time it was continued. I have no idea it was continued for a
year.

Q. Were you not a member of the executive committee #—A. I do not think I
was at the time Hollingsworth resigned, but I am not certain as to that. When Mr.
Hollingsworth resigned I think it was in 1896. That is eight years ago, and I can-
not remember the dates, and these little items in connection with those matters at this
distance.

Q. Why was his salary continued after he resigned %—A. It is the custom of the
Mutual Reserve, and I think of all other companies, when an officer retires from com-
pany to continue his salary for some time. We have I know in almost all cases.

Q. What is the usual time 2—A. It depends somewhat on the length of time the
officer has been with the company. I have known instances where we continued it
a month, and I have known where we continued it two months.

Q. But do you remember over continuing it more than two months ¢—A. I do
not recall now any specific dates, but I am telling you the specific practice of the
company.

Q. Will you swear it was never, continued more than two months %—A. I am not
swearing as to that. I am just giving the general practice of the company.

Q. You say you do not know whether it was ever continued more than two months?
—A. I can give you nothing more definite than I have.

Q. How long was Hollingsworth in the employ of the company #—A. I could not
fix that without being able to fix the date of his resignation. .

Q. Well, about how long %—A. I should think, about a year and a half.

Q. On account of his year and a half services you continued his salary after he
resigned %—A. I say that it was the custom of the company on the retirement of an
officer

Q. On account of a year and half’s service you continued his salary after he re-
signed —A. I say it was the custom on the retirement of an officer to continue his
salary for a certain time. :

Q. What was his salary —A. That I do not remember. I do not think I was then
a member of the executive committee at the time Hollingsworth was there. It was
within a short time after I came with the company. During part of the time I was
only with the company for one or two days a week, and many of those matters of admin-
istration at that time I would not be as intimate with :

Q. Do you know what President Burnham gets %—A. I do not know what he got.

Q. How much %—A. I respectfully decline to state.

Mr. Coster.—I will ask the Chairman’s ruling on that.
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By the Chairman :

Q. Do you state the reason why ?—A. Tt is a rule of the office and the executive
committee that those matters are confidential matters, and as such I do not feel at
liberty to state it. '

Q. Does that apply to all the officials of the company ?—A. Yes.

Q. Agents and everybody else %—A. No, sir.

Q. All the officials —A. Yes.

By Mr. Coster, Counsel :

Q. You decline to say how much President Burnham gets. How much do you get?
—A. T respectfully decline to answer.

Q. Did John E. Hollingsworth get $10,000 a year as controller?—A. I do not know.

Q. Did you pay him $5,000 salary when he left after a year and a half 2—A. I do
not know what Mr. Hollingsworth was paid.

Q. Mr. John J. Acker was a director of the company, was he not —A. Yes.

Q. How much was he paid ¢ Was he paid for attending meetings of the board of
directors %—A. I do not know. -

Q. Was he paid at all %—A. As a director I presume that he received his director’s
fees for attending meetings.

Q. How much is that?—A. Ten dollars a meeting.

Q. How many meetings did you have?—A. Fifty-two.

Q. One a week %—A. Yes.

Q. And the directors each got $10 #—A. No, the directors who are officers of the
company do not get directors’ fees.

Q. How many directors are there that do #—A. They varied at different times,

Q. About how many %—A. I think there are four directors now who are not em-
ployed by the company.

Q. How many directors are there altogether —A. Twelve,

Q. And you say eight of them are officers%—A. Officers or employees of the com-
pany. -

Q. I spoke to you some time ago with reference to taking over the business of the
Provincial Provident Institution at St, Thomas, Ontario. Had you anything to do
with the negotiations necessary in connectionh with that?—A. T did.

Q. How long were you in Canada without returning to New York during the ne-
gotiations—A. I do not remember.

Q. Were you there a year —A. T was back and forth a number of times in connec-
tion with it.

Q. How long did it take you to conclude the negotiations?—A. I do not know.

Q. Were you one of the auditors of the Mutual Reserve Fund Life Association
when the Provincial Provident was taken sver?—A. No, sir.

Q. Were never one of the auditors of the Mutual Reserve?—A. My title when
first T went to the Mutual Reserve was auditor.

Q. But you were not auditor when you took over the Provincial Provident?—A.
No, I had not the title of auditor in 1896.

Q. Did you sign an audit every sixty days of the mortuary call audit?%—A. I think
for a number of years as actuary I supervised the death claim payment—that is the
final returns of them—and signed the audit with the treasurer of the company ; whe-
ther it was done in 1896 or not I do not know. I do not remember when that practice
began.

Q. Were you ever paid anything in addition to your regular salary for making
the audits of the Mutual Reserve?—A. No.

Q. You never were?—A. No.

Q. Tt is not a fact that you were paid $250 for making any audit of the company ¢
—No, sir, I never received any compensation except my salary from the Mutual
Reserve.
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Q. You testified as a witness before Magistrate Crane in the suit brought by the
Mutual Reserve Life Association against Patterson?—A. I testified on that occasion.

Q. Did you testify that $111,000 had been paid on commissions under the Harper
contract?—A. I do not remember.

Q. Part of which was paid to the widow of the late E. B. Harper, part to the con-
tingent fund, and part to the heirs of the late E. B. Harper; and also that part of it
was paid to Frederick A. Burnham, president of the Mutual Reserve Association?—
A. T do not recall what my testimony was on that occcasion.

Q. Was that done —A. I do not know whether those are the figures paid or not.

Q. And yet it is your duty to know?—A. Tt is not my duty to remember all the
facts that passed through my department.

Q. I suppose that would be too trifling an amount for you to remember, $11,000.
If you did swear to that would it be true?—A. It would be true if I swore to it.

Q. As T have before shown, you testified in that examination that $8,000 of the
contingency fund was drawn to the order of Mr. Butts, paymaster of the association.
Why was that drawn to his order?%—A. I do not recall the circumstances of it at this
time.

Q. You do not remember then, is that what you say ?%—A. T do not recall the cir-
cumstances of the drawing of the amount at this time.

Q. You do not know whether it was drawn to his favour. You would have to
authorize it%—A. Not necessarily.

Q. What were your duties in the executive committee ?%—A. I had a great many
duties.

Q. Anything to do with the payment of money?%—A. I had.

Q. You had to sign?—A. Not always, no, sir.

Q. You say you do not remember of any sum being paid to Butts out of the con-
tingent fund?—A. I did not testify so. I said I did not recall the circumstances
attending the drawing of such a warrant.

Q. You tell me you do not know why that $8,000 was paid to Butts, if it was
paid?—A. I do not recollect how, and could not state now why it was. If I knew at
the time I knew the reasons, but I could not recall it now.

Q. And also the facts that you testified that the payment of three thousand two
hundred and fifty dollars was drawn to the order of Moton B. Moss %—A. I know in
a general way that a voucher of some amount was drawn in the purchase of the rights
and interests of the brothers and sisters of Mr. Harper, in one-third of his contract,
and that a sum resembling that in amount was so drawn for payment.

Q. Moton B."Moss —A. Yes.

Q. What was that for?—A. It was to be paid, as I remember, to Walter Scott
Harper for the discharge of his interest in the commission, he being one of the brothers
of E. B. Harper and one of the heirs.

Q. A suit was brought against the company by the Harper heirs %—A. I have
testified there were some proceedings at law.

Q. How much did you pay to settle that suit %—A. I do not know.

Q. And yet you are s member of the executive committee and do not know ?—A.
1 do not attend personally to transactions of that company. That company has an
income of several million a year and several million outgo.

Q. But this matter has been spoken of to you several times —A. No, sir, it has
not.

Q. Were you not examined about it in this very case ?2—A. T have testified that
T was examined in this case, but that was several years, and I have not the details of
it in my mind, and could not pretend to carry details.

Q. You do not remember anything about the case against Patterson 2—A. 1 do
remember something about that case.

Q. You laid the information did you not ?—A. T did.
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Q. How did you stop it? How did you get over it afterwards? What did you
do ¢ How did you settle it %—A. I do not know the terms of the settlement.

Q. You do not know how much money you paid to withdraw the information that
you laid in the criminal suit —A. T do not know the terms of the settlement of that
case.

Q. How about the settlement of the civil suit that you brought against Mr. Pat-
terson ¢ Do you know the terms of the settlement of that one —A. T do not know.

Q. You do not know anything about it %—A. No.

Q. Do you know anything about your own suit that you brought for fifty thousand
dollars ?

The CrarMAN.—Have these suits anything to do with the matters before us?

Mr. CosTER.—Yes.

A. This is a personal suit he is questioning me 1n regard to.

Q. It had nothing to do with the company —A. It arose probably because I was
an officer of the company, but it was a civil suit of livel of myself against Patterson.

Q. What became of the suit —A. Well, it was a personal suit for civil libel
against Patterson, and as a personal matter I decline to answer.

The Committee adjourned until Tuesday evening at 8 o’clock.

PART 3.

Orrawa, Tuespay, June 21, 1904.
The Committee met at 8 p.m.

GEORGE D. ELDRIDGE recalled and examination in chief continued :—

Mr. EvpringE—Before the evidence proceeds I should like to make one correc-
tion of my evidence last given. I was asked in reference to acting as auditor, and
payment for the services. It was a matter that occurred eight years ago, and I test-
ified as fully as I could by remembrance at the time. I have since refreshed my
memory. I find, in 1896, the executive committee of the association designated me
to audit the death claims of the association paid, which involved the proofs of death
and everything paid during the sixty days, and at the same time added to my salary

. the sum of fifteen thousand dollars a year. For sixteen months, that additional
salary was paid in sums of $250, paid each two months. Subsequent to that it was
added to my salary as a weekly amount; and that I wish to be taken as testimony
correcting the statement that was made at the last sitting.

By Mr. Coster, K.C., Counsel for the Committee :

Q. What was your salary in addition to that %—A. T decline to answer.

Q. Look at that—is that the constitution and by-laws —A. That is the
constitution and by-laws of the Mutual Reserve Fund Life Association, as amended
at the annual meeting of the members, in 1901.

Q. Is that the by-laws in force to-day %—A. No. That is exactly what Mr.
Cloran telegraphed me for.

Q. What is that 7—A. The by-laws adopted at the meeting of January 3, 1901.

Q. Those are not the by-laws in force to-day : have you a copy of the by-laws in
force to-day —A. T have at my room, and will be glad to furnish them to-morrow.
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Q.. You say you decline to answer what any of the officers received in salary ¢—
A. Yes.

Q. Are not the members of the committee entitled to receive that information 2—
A. 1T am instructed by counsel that it is confidential information which I am not at
liberty to divulge, as far as each individual is concerned.

Q. Do you decline to give that information to the policy-holders of the company ?
—A. T decline to give a statement of the individual salaries received by the officers of
the company, under advice of counsel. ‘

Q. How many employees of the company have been dismissed, or was it alleged
have been dismissed, since you have been in the employ of the company %—A. It is
impossible for me to tell.

Q. Perhaps you can tell me some of them. Perhaps you can tell me a few ?—
A. There are constant changes in the -offices and employees of the company, espe-
cially in the employees.

Q. All the Committee know that, but that is not an answer to my question. You
know what I mean ; I want you to answer the question —A. What is the question %

Q. The question is to give me the names of some of the employees who have
been dismissed, vice-presidents, secretaries, or anything of that sort. I do not care
to know whether you dismissed a typewriter, a messenger boy or anything of that
kind %—A. J. D. Wells, second vice-president of the company, was not re-elected at
the meeting of 1899.

Q. Any one else %—A. Mr. J. M. Stevenson was not re-elected at the meeting
of 1899.

Q. Have you ever said that they were dismissed ?—A. I have stated that they
were dropped from the employment of the company.

Q. Have you ever stated that they were dismissed —A. I do not know that I
have ever used that word or not.

Q. Will you say whether you did or not —A. I will not say whether I did or not.

Q. Will you say whether you put it in the printed statement that you furnished
to the Senate %—A. T cannct recall whether I used that word or not. I consider
when they were not re-elected they were dismissed, but as for the use of the word, I do
not know whether I used it or not.

Q. Ts there anybody else that you think of%—A. I do not think of any one else at
present.

Q. Have the company commenced suits against either of these gentlemen since
they left the employ?%—A. Not to my knowledge.

Q. You do not remember giving evidence in a suit —A. You asked me if the
company began suit against any of them. I cannot recall a suit that was begun by
the company, against either of those gentlemen.

Q. Yes ¢—A. Not that I recall.

Q. Did you ever lay an information against either of them on behalf of the com-
pany —A. I do not recall ever having laid an information against either Mr. Wells
or Mr. Stevenson on behalf of the company.

Q. Do you remember ever laying criminal information against either of them for
libellous statements, or alleged libellous statements against the company?—A. Mr.
Wells or Mr. Stevenson?

Q. Either one of them —A. I do not recall that T did.

Q. Do you remember bringing one against Mr. Pattison %—A. T do.

Q. What is Mr. Pattison’s name%—A. I believe his first name is James.

Q. James T. Pattison %—A. That is the name. .

Q. What did you do?—A. There was a criminal libel against him.

Q. You laid the information %—A. I swore to certain affidavits in the case. I can-
not recall whether I laid the information or not, now.

Q. What became of it?%—A. The suit was finally discontinued.
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Q. Was any money paid to Mr. Pattison to discontinue it?%—A. I do not know.

Q. Will you swear that no money was paid to him %—A. I say I do not know.

Q. Will you swear that you do not know?—A. I do not know; that is the only
answer I can give.

Q. Will you say that no money was taken in?%—A. I will not say yes or no to it.

Q. Did you ever hear that money was paid to him ?—A. No.

Q. You never heard?—A. No.

Q. Did you bring a civil suit against- Mr. Pattison yourself for slander or libel %—
A. That is a personal matter entirely, not a matter connected with the company. I
decline to answer with regard to personal matters not connected with the administra-
tion.

By the Chairman :

Q. That is a matter of fact whether you brought an action or not. If it is per-
sonal you have a right to allege privilege, but not to refuse to answer when it is a ques-
tion of fact. It may not have any bearing on this investigation ¢—A. I did bring a
civil suit against him for libel.

By Mr. Coster, K.C., Counsel for Committee:

Q. And it was for a statement in reference to this company —A., It was for
statements about myself. ’

Q. In reference to this company —A. I do not recall exactly what the trouble
was about those statements. I know they were broad and general.

Q. But it was in reference to this company —A. That I am not prepared to
swear.

Q. You do not remember ¢—A. I do not remember whether they covered matters
connected with this company or other matters.

Q. When was the suit brought?—A. I cannot testify without refreshing my
memory.

Q. Did you pay any money to get rid of it %—A. I did not.

Q. Did anybody for you or on your behalf, pay money —A. Not that I know of.

Q. Do you know of any other money being paid to the company, after they com-
menced suits, for the privilege of discontinuing them, or anything else —A. I do
not.

Q. Do you know of them paying money to the people whom they had sued ?—A.
No. -

Mr. Coster.—I submit those questions should be answered, particularly as to
the salaries paid, because if they absorbed all the mortuary funds of the company,
I think it is of sufficient importance to be made known.

Q. Did you, in the year 1898, prepare a statement with reference to the expenses
of management %—A. In 1898—1I think it was in 1898—I did prepare a document
in reference to that setting forth some advice with regard to expenses, and with regard-
to the future conduct of the business, I think.

Q. In which you stated that the expenses of management might be reduced
$500,000 annually —A. I stated that under certain conditions, and with certain re-
gard to new business, I thought ultimately the expenses of the company could be
reduced.

Q. Have you a copy of that recommendation %—A. I have not it with me.

Q. That was submitted to the company, was it not %—A. It was submitted to
the Board of Directors.

Q. In that did you not state that, in your opinion, the business would not suffer
by a reduction of that amount %—A. No.
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Q. In making the recommendation did you not give it as your opinion that the
business of the company would not suffer by the reduction of expenses by the amount
of $500,000 annually 2—A. I recommended that by a reduction of moneys expended
on new business, certain reductions could be made in the matter of expenses. The
details of the recommendation at the present time I have not in my mind.

Mr. CosTER—We will submit the report and it. will speak for itself. Mr
Eldridge’s memory is not very good.

WirNess.—I am asked to testify without refreshing my memory on matters which
. occurred six or eight years ago. 1 do mot propose to swear positively in regard to
the details of those things without the opportunity of refreshing my memory. I am
perfectly willing to give to this Committee information, but I am not willing after
six or eight years to testify to mere details without having refreshed my memory or
looked at the documents in question.

Q. You had a notice to produce, had you not %—A. To produce that report.

Q. To produce certain documents and statements ?%—A. T had a notice to pro-
duce a number of documents.

Q. Have you produced any of them ? 1 should like you to state now which ons
of those you produced —A. Those that can be produced, I am having prepared by
the clerks in the office at New York and am perfectly willing to produce them.

Q. Have you any ready now —A. I have not, here.

Q. None at all —A. No.

Q. You are preparing letters and wills and different things and vouchers ?
—A. The vouchers I am not preparing.

Q. Isay you have not any of them here. There were forty-eight different documents
and statements you were asked to produce as admitted by your counsel?—A. I am
prepared to take up any of them and give—

Q. Have you any of them here —A. If there are any of them asked to be pro-
duced, I can either produce them, or give my explanation why they are not produced.

Q. I want the documents produced —A. They cannot all be produced. If the
counsel desires any one of those items, I am prepared to produce it, or state why it
cannot be produced at this time.

Q. Take the lease of the building which you occupy in New York, for one ; have
you got that %—A. T have not.

Q. Why not?—A. Because it is one of the assets or evidence of investment of
the company which I am instructed by counsel I have no right to remove from the
jurisdiction of the courts of New York; that if I did so, I would incur the penalty of
being removed from office for violation of trust. .

Q. For producing the lease of the building—that is what you are advised —A.
It is evidence of an investment, and I am instructed that I have no authority whatever
to remove it from the jurisdiction of the courts of New York.

The CuarMAN.—I understand you could not remove the original document, but
a certified copy could be easily produced.

Wirness.—The subpena is to produce the original.

Q. It is not a subpena but a notice to produce and the word ‘original’ is not in
the notice. If you produce a certified copy it will be received. Is there any covenant
in that lease to pay for improvements?—A. To pay for improvements.

Q. When does the term expire?—A. The term expires in 1934—that is my recol-
lection. It is a forty-year lease, and we occupied the building in 1894, and I think
it runs from the 1st of May, 1894, for forty years.

Q. What is the rental —A. The rental to the Weld estate is $60,000 a year. I

have at my rooms the certification of the value of the property made by the Insurance
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Department of New York in 1902 when it made its examination, and I shall be very
glad to produce a certified copy of that document under the seal of the State of New
York.

Q. But you will not produce a copy of the lease?—A. This covers the essential -
features of it when the department valued the property, and if it will expedite matters,
I shall be very glad to produce a copy.

By the Hon. Mr. McMullen :

Q. Have you not a registration system in New York?—A. We have.
Q. Is not your lease registered #—A. No. It is not a document which under the
law of the State of New York is required to be registered.

By Mr. Coster, K.C., Counsel for the Commaittee:

Q. Since you have been in that building, how much have you spent on repairs or
improvements—A. I cannot tell that off-hand.

Q. Speaking roughly. You have put it in every statement you have sworn to?%—
A. T have.

Q. But you forget what you swore to?—A. Mr. Chairman, I am endeavouring
to testify before this Committee as fully and freely as it is possible for me to do, but in
a matter of mere details that covers years and years, and in transactions amounting to
millions of dollars a year, that have covered during that time an income of sixty
million dollars, I am not able to testify to small details without having an opportunity.
to refresh my memory.

Q. Will you say that you do not remember within $100,000 of what you have
alleged in your sworn statements you spent on that building?—A. I say the question
is simply ridiculous.

Q. Will you say that you do not remember?—A. No, I will not. We hold a lease-
hold, and the building is leased for forty years on leased property, and it is admitted
by the State of New York, and valued by the State of New York, and has been valued
five times since we held it as an asset of our company, and the law of Canada requires
us to return to the Insurance Department of Canada, as records of our general assets,
our assets as required by the law of our State, and our State has valued that and
admitted it as an asset, and in 1902 value it for $526,000, and I have a certified copy of
valuation here, and will present it to the Committee, but it has been on file with the
Insurance Department of Canada for a year or more.

Q. Do you say it is real estate*—A. I say that it is leasehold and is admitted by
the Insurance Department of New York as real estate.

Q. How could it be admitted as real estate, if it is not real estate %—A. I do not
know. I am not the Insurance Department of the State of New York. I simply state
what the counsel of the Insurance Department says.

By the Hon. Mr. McMullen:

Q. Does it state that it is $526,000 of real estate subject to an annual rental of
$60,000 a year %—A. Yes.

Q. What is the size of the building —A. The building, as I recollect it, has
a frontage of about seventy feet on Broadway and 130 or 140 feet on Douane Street,
a fourteen-story building, and the annual rental of the offices is about $147 ,000 a year.

By the Hon. Mr. McSweeney :
Q. The offices rent for $147,000 a year, and you pay to the estate $60,000 a year ?
—A. Yes.
By Mr. Coster, K.C., Counsel for the Committee:

Q. How much did you spend on the building, about —A. About $483,000.
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Q. You spent that much on the building yourself after you leased it —A. The
building cost, as I recollect, about one million dollars. The Weld estate put in the
balance, except about $483,000 that we spent on it, and the land also.

). The land belongs to the Weld estate %—A. Yes.

Q. And you have a forty years’ lease %—A. Yes.

Q. Is there not in that lease an arrangement whereby the matter can be
readjusted every twenty years —A. There is a readjustment at the end of twenty
years, in the lease.

Q. That practically makes it a lease for twenty years, does it not %—A. T should
not so interpret it.

Mz, CostER.—I would ask Mr. Eldridge to furnish a certified copy of the lease.
The CHAIRMAN.—A copy of the lease should be here.

Q. What rent do you charge the company for your offices there —A. $50,000 a
year.

Q. And what other tenants have they there %—A. I do not remember.

Q. You say if you had an opportunity of refreshing your memory, you could say.
Here ve ask in our notice to produce for a full statement of the rents. You could
bring that out of the State of New York, surely that would not be against the law %—
A. T cannot recollect who the tenants of a fourteen-story building are.

Q. You were asked to bring a statement here %—A. I was asked to bring a state-
ment of every tenant that had occupied that building for ten years, with the amount
that he had paid for the rental during that period. It is not a document that can be
got up at twenty-four hours’ notice with the regular process of business of the com-
pany, and I must submit to the Committee also it seems to me it is putting the com-
pany to a useless expenditure to bring you here a statement of the tenants in-a four-
teen-story building for a period of ten years and show the rental they paid for ten
years. It would require the work of a clerk for a considerable time to do it. While
I am willing to bring the information, ag far as I can, it does not seem to me jus®
that we should be required to put our clerks to work to prepare a statement of that
character, especially when we present to you a certified copy of the valuation of that
building, as made by independent appraisers of the Insurance Department of New
York, which is the superviser of our company in regard to such matters. o

Q. The motive is to produce a statement of the rents, and that would not b
difficult—‘ The gross income in detail each year, names of tenants from date of occu-
pation of offices of the building 309 Broadway and Douane Street.” The greater part
of the building is occupied by the company itself 2—A. The greater part of the build-
ing ig not occupied by the company itself.

Q. The principal part of the building —A. The principal part of the building is
not occupied by the company. -

Q. If $50,000 a year is charged to the company itself for the offices they occupy,
as far as the tenants are concerned, it would not be a difficult matter to furnish a
statemeént?—A. T should be very glad to give you the amount collected from outside
tenants and from the company each and every year.

Q. What does it amount to?—A. It has varied in different years. Last year,
speaking in round numbers, the rental collected from outside tenants, other than the
company, amounted to about $92,000 or $93,000.

Q. Ninety-two thousand dollars actually collected?—A. Yes, actually collected.

Q. The year before, how much did it amount to?—A. It was slightly less.

Q. How much less?—A. Two or three thousand dollars—I should say—in round
numbers. :

Q. The year before that?—A. It was slightly less. It has been increasing for
three or four years.
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Q. What was the smallest you got?—A. I think the smallest we got outside of
the company was eighty thousand dollars a year.

Q. Eighty thousand dollars was the smallest you actually collected 2—A. Yes.

Q. Eighty thousand dollars from outside tenants?—A. Yes.

By the Hon. Mr. Landry: :
Q. This last year was the highest you had —A. Yes, ninety-two thousand dollars.

By Mr. Coster, K.C., Counsel for the Committee:

Q. You say you spent out of the company’s funds, $483,000 “—A. The building
cost, our portion of it, about $483,000. -

Q. What fund did you take that out of %—A. Tt was taken out of the reserve, or
surplus reserve fund.

Q. The surplus reserve fund?—A. Yes. : :

Q. None of it out of the mortuary fund—do you say that?—A. The reserve fund
of the company is the excess of the mortuary assessments, after paying the death
losses, and it was from that fund, as I understand it.

Q. Well, it was taken out of the mortuary fund?—A. It was taken out of the
reserve fund, which is the proceeds of the mortuary assessments after paying the mor-
tuary losses in connection with them. I desire to say this entire expenditure was made
before I became an officer, or was in any way connected with the company. I found
it there.

Q. You are not on trial?—A. I am not expecting to be on trial, but I am stating
it from facts which came to my knowledge as an officer of the company coming into
position afterwards.

Hon. Mr. Laxpry.—Which means that it is only by hearsay ?
Mr. Coster.—He knows well enough. He has sworn to it every year.

Hon. Mr. WarsoN.—I do not understand that this witness is a criminal. He is
here to give information, and I protest against our counsel saying he knows well enough.

Q. In the payment of death losses, is it your habit to deduct the liens on policies?
—A. If there are liens against the policy, the cancellation of the lien is part of the
payment of the death loss.

Q. You remember an action for criminal libel that was brought against Mr.
Franklin, editor of a paper called The Interview?—A. I remember such a criminal
Libel.

Q. Do you remember admitting in that case, or did you make any admission in
that case, with reference to settling the claim of the late Dr. Bissell?—A. I do not
recall making any admission with regard to the settlement of that claim.

Q. Did you hear of that claim?%—A. I have heard of the claim.

Q. Do you remember deducting the lien?—A. I remember the lien was deducted
in the first payment of that claim. 2,

Q. Do you remember he brought a suit against the company, and you paid the
whole of it to him?%—A. I remember there was a suit brought against the company,
and that there arose a question as to the validity of the lien, in the fact that the death
occurred before the adoption of the amendment to the by-law, and formal issuing of
the lien, and under advice of counsel, the case was settled.

Q. That was after suit was brought against the company —A. That was after
suit was brought by his widow against the company.

Q. Let us return one moment to the building. You said there was spent on the
building $483,000. Do you remember how much you paid for furniture in addition to
the $483,000?%—A. No, I do not remember. The building was furnished when I came

there. I do not know.
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Q. They do not carry the furniture along at all%—A. The furniture is not in the
assets returned to the Government.

Q. Do you know the expense of the building per annum?%—A. T know, last year,
after paying the expenses of rental, &c., the net income of the building was between
twenty-two and twenty-three thousand dollars.

. Q. That is, the company is charged a rental of $50,400 a year %—A. Yes, that is
charging the company with a rental of $50,000.

Q. And the net rental, you say, is between twenty-two and twenty-three thousanad
dollars —A, Yes.

Q. Is it or is it not a fact, that under the constitution and by-laws of the com-
pany, when the payment of a premium is stopped, when a man does not pay his pre-
mium in thirty days, there is no claim against the company at all%—A. It is not a
fact that under the by-laws that is the case.

Q. What is the by-law %—A. The by-law is, that in the event of non-payment, the
liability ceases, except as the contract may provide. :

Q. In some cases, they have a surrender value —A. There are-some contracts that
have a surrender value.

Q. Even when a man has not paid his premium?—A. Even when a man has not
paid his premium.

Q. Some contracts —A. Yes, some contracts.

Q. You have not a form of that, have you?—A. I have not, but I can easily get it.
I think every policy we issue in Canada, the form of it is deposited with the Insurance
Department at Ottawa.

Q. And in those cases, the policies have a surrender value, even if a man does not
pay his premium ?—A. In some cases, the policies have a surrender value, even when
the premium is not paid.

Q. And how long after he has ceased to pay premiums can he collect that?—A.
The generality of those policies provide that if, during the days of grace, he asks the
cash surrender value, he can receive it. If he does not, during the days of grace, then
the insurance is continued under the extended insuranace provision, until the surrender
value is used up in giving it to him.

Q. Have the company paid the surrender values without suit being brought against
them ?—A. They have, when there was occasion for them. ;

" Q. Have not a number of suits been brought against them?—A: For surrender
values ?

Q. Yes —A. I never heard of them.

Q. Did you ever hear of a suit brought by George A. Bagley —A. T have heard of
a suit by George A. Bagley. :

Q. Did the company pay him?—A. That was not a suit for surrender value at all.

Q. What was it for?—A. It was a suit for the recovery of premiums paid on
account of alleged violation of contract.

Q. Did you pay him?%—A. There was an adjustment and settlement made with
him.

Q. The Honourable Judge Dennis O’Brien %—A. Yes, he sued, too.

Q. Did you pay him?—A. A settlement was made with him. These are all New
York parties.

Q. Martin E. Oldrich?—A. I do not remember the name.

Q. Augustus Goodale —A. I do not remember the name.,

Q. But anyway you remember some where you paid after suit had been brought
for the recovery of the premiums —A. I remember in some cases where suit was
brought for the recovery of the premiums and the cases were settled.

Q. Do you remember Joseph P. Vaughan, of Louisville, Ky. %—A. I do not re-
member the name.

Q. He had a policy for $10,000 —A. T do not remember the name.
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Q. Do you remember any suit being brought in Louisvillle, Ky.?—A. Oh, there
have been suits brought in Louisville, Ky.

Q. In the year 1900 %—A. I do not remember that. With the reapportionment of
the premiums and changes required to be made, we have had suits in various parts
of the country for violation of contract, and for the recovery of premiums. We have
had some in Canada, and a number in the United States. There is no denial of it,
and no attempt to deny it.

Q. Article 7, section 5 provides:—‘ A failure to pay the assessment within thirty
days from the first week-day of February, April, June, August, October and Decem-
ber, or within thirty days from the day of the date of such periods, as may be named
by the directors, shall forfeit his membership in this association with all rights there-
under, and the certificate of membership shall be null and void,” and also, I see the
same thing is in the ‘one which you produced this evening—that is correct, is it not ?
—A. That is one of the provisions of the by-laws, I think.

Q. Then how did you pay on policies in which the premiums had not been paid ?
—A. There are other provisions in the by-laws, besides the one that has been named.

Q. Would you explain shortly to the committee how it is you paid on these lapse
policies, and what was your reason for paying ?—A. Because we regarded it within

" the discretion given to the management of the company as for the best interests of
the company to make such payments.

Q. And that is the only reason you can give, that it was a discretionary matter
with the directors %—A. The directors are charged with administering the affairs of
the company for the best interests of the policy-holders, and with their reasonable
limits of discretion they have the right to make such payments and to transact busi-
ness.

Q. By the official reports through the Insurance Department of the State of New
York for the years ending December, 1898, 1899, 1900, and 1901, which are of course
really in evidence because they take judicial notice of them in their reports, I see
that you have paid $219,258 on 122 lapse policies : why was that paid ¢ That is in
the report %—A. T should like to see that in the report where we paid so many lapsed
policies. :

Q. Here is one of these annual reports of the State of New York, for the year
1898. Look down on the list there and you will find lapsed policies mentioned there,
and the amounts paid on them?—A. Those are claims on policies appearing on our
books as lapsed. Suit has been entered by the claimant after the death of the party
and these amounts have been paid at different times in retirement of the claim.

Q. That is a sworn statement by the company ?—A. That is a sworn statement
by the company and those amounts were paid undoubtedly.

Q. And they are entered there as lapsed policies %—A. This is a schedule re-
quired to be filed under the law of New York, and the requirements of the Insurance
Department, to show why any claim whatever made by a claimant, against the com-
pany and settled for less than the face of the claim was so settled, giving the reasons
of the company for disputing the claim and not paying it at its face. In the cases
named, the company claimed that the policies were lapsed. They stood so on our
books. The claimants claimed that they had a claim for the full face of the policy,
and entered suit therefor. This alleges the company’s reason for refusing to pay the
full face of the claim, and in these cases that reason is that the policy stood on the
books of the companay as lapsed. This embraces a number of other causes.

By the Hon. Mr. Béique:
Q. What is the number?—A. I have not figured it up.

By the Hon. Mr. Watson:

Q. Are those claims paid in full?—A. No, they are not paid in full. It is an:

adjustment of the claim, for the policy was paid. Very frequently we make a pay-
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ment of the amount it would cost us to defend the claim. If we can settle such a
claim for a sum not greater or less than the amount it would cost us to defend, we
make the payment to the claimant to end the contest.

By the Hon. Mr. McSweeney :

Q. In other words you made the best settlement you could?—A. We made the
best settlement we could in the case of claims that we did not consider valid.

By the Hon. Mr. Landry:

Q. Does that answer apply to all?—A. Yes, it was a settlement made of claims,
the validity of which we disputed.

The first one here is ‘ Dan Doy. It is fourteen thousand dollars, $10,366.67 paid,
lapsed’. The next one is ‘$1,000, D. Newkirk, $350, lapsed’. The amount alto-
gether, according to the annual statements in 1898, 1899, 1900 and 1901—according
to the four statements which we will have marked for identification. = These are
certified documents.

WirNess.—May I be permitted to state here, there are 102 claims in those four
years. The entire claims against the company in that time, amounted to probably
over five thousand. Our claims are about twelve to thirteen hundred claims a year.

By the Chairman:

Q. Do you mean claims taken by action at law?—A. No, our death claims amount
to twelve to thirteen hundred a year.

Q. Out of that twelve or thirteen hundred there would be how many ?2—A. These
lapsed claims were among the twelve hundred a year..

Q. Before that did you pay any lapsed policies #—A. The company had always
where there had been claims on lapsed policies, the company had always settled them
to the best advantage, either fought them through the courts or settled them.

By the Hon. Mr. Béique:

Q. What were the reasons urged by the claimants against this claim that the
policy was lapsed?—A. There were various claims. There was, for instance, a recent
case that arose in the State of Missouri. A suit was entered against the company on
the claim that under tie Missouri law there was fixed by that law a reserve on every
policy, and that under that reserve the policy would be carried for a certain length of
time after it lapsed, and that the law which was called the non-forfeiture applied to
these policies, and the first court—that is the United States district court—did decide
that was the case, and it went to the Supreme Court, which reversed the decision.
There were also claims that because there was a reserve fund and emergency fund
the policy-holder was entitled to have his assessment paid out of that if he did not
pay it himself. There would be a large variety of claims.

By Mr. Coster, K.C., Counsel for the Commiattee:

Q. Show me some lapsed ones in that statement of 1896%—A. Well, Mr. Coster,
in regard to this matter I desire to say that while the New York Department required
a list of claims not paid in full up to and including 1895 or 1896, the company did
not comply with the requirement, and in this report there is not the statement of
claims that were settled or not paid in full. Subsequently to this the New York
Insurance Department enforced that requirement rigidly and it appeared in all of
our reports up to and including the first one made after we reincorporated. You will
find scattered all through this list of death claims paid a number of death claims
paid, a number that are not paid at even amounts, and in the majority of cases these
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were claims that were settled, but there are no reasons given anywhere in this report
for the non-payment in full of any claim.

Q. That would be the same report that you would put in in Canada?—A. That
would be the same report that we would put in in Canada, because it requires us to put
in the same report. : ;

Q. That is the report of 1896%—A. Yes.

(Reports of 1896 and 1897 filed as exhibits.)

By the Hon. Mr. McSweeney :

Q. You say you complied with the requirements after 1896%—A. The depart-
ment required the full compliance after 1896. 1896 was the first report I made of the
department that I superintended.

By Mr. Coster, K.C., Counsel for the Committee:

Q. You are required by every state to file a report —A. In each state that we
are doing business, yes. :

Q. And they furnished you blanks which you filled in and swore to every year in
the different states of the Union —A. Yes.

Q. And also Canada?—A. Yes.

Q. Were they always the same?—A. No, there were varying forms of, statements
required by different states and the same state sometimes made changes in the form.

Q. But the amount of insurance in force, and that sort of thing would be the
same —A. Not always, no.

Q. Where would it be different?—A. Because different states required different
provisions in regard to the payment; for instance, at the present time in the state of
New York we report the business paid for on our books on the 31st December as the
business in force. The state of Massachusetts requires us to report every policy that
is issued during the year without regard to whether it is paid for or not as business
in force, and there are various requirements in that regard in the different states.

Q. That is the report of 1895, is it not%—A. It seems to be the report of December
31, 1895.

Q. Take the total amount of insurance reported in force, page 8 of the report.
What is the amount at the end of the year #—A. $308,659,371.

Q. Now at page 29—this is the annual report to the annual meeting, is it not—
look at that at page 29, the same year?—A. Tt is the address of Frederick A. Burn-
ham, President of the Mutual Reserve Fund Life Association, at the fifteenth annual
meeting, January 22, 1896.

By the Hon. Mr. Béique :

Q. And the other report is what date—A. 31st December, 1895. Tt is the report
made to the New York Insurance Department.

By Mr. Coster, K.C., Counsel for the Committee:

Q. At page 29, he says, does he not : ‘ That on December 31, 1895, we had in

force 105,878 policies, covering insurance to the amount of $308,659,371%—A. Yes.
-+ Q. That agrees with the other one?—A. Yes.

Q. Being a gain of 9,811 policies and $15,293,265 insurance. Every dollar of this
was actually written and issued before J anuary 1st, 1896%—A. Yes.

Q. Was that true?—A. So far as I know it is Mr. Burnham’s statement. I have
no reason to doubt it. :

Q. Was there not a lot of insurance there which was not in force?—A. If you
mean thereby

Q. And which has never been paid since?—A. You mean not taken business?
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Q. That was not in force at the time that statement was made and has never been
in force since—A. If you mean the business that had failed to pay an assessment
and was carried under the right of reinstatement, that is included in that business.

Q. And how much did it amount to about %—A. At that time ?

Q. Yes %—A. I cannot say. At the close of 1894 there was a little over five thou-
sand policies.

Q. What would be the amount *—A. Probably that would amount to fifteen mil-
lion dollars.

Q. Now, in that year was there not fifty million of that which was not in force ?
—A. That had failed to pay an assessment and was carried under that provision ?

Q. Yes.—A. No.

Q. It would not be as much as that —A. No.

Q. Exactly the same thing occurred in 1896, did it not %—A. Yes.

Q. In 1896—A. There was the same condition in regard to those policies in
1896 as in 1895, exactly.

Q. In 1896, in the address of Frederick A. Burnham, president A. There was
included in the business as returned the policies that had failed to pay as assessment
and were carried under the right of re-instatement.

Q. In 1896, I see—you will correct me if I am wrong—is this doeument 1896 ?
—A. Yes.

Q. You say that there were 118,449 policies in force at the close of the year and
that the amount of insurance was $325,000,000 and upwards —A. Yes.

Q. And in President Burnham’s address to the shareholders at the annual meet-
ing in the following year he makes the same statement to them —A. He says there is
insurance outstanding to the amount of $325,000,000.

Q. The same as the other —A. Yes.

Q. An increase in policies 12.571 %—A. Yes. .

Q. And of %—A. $16,366,960 insurance outstanding.

Q. How much of that was not in force %—A. There was probably 6,000 policies
that were carried under the right of reinstatement.

Q. Which were not in force %—A. Which were carried under that right of rein-
statement.

Q. Which were not in force %—A. The insurance was outstanding in accordance
with the rules of the New York Insurance Department.

Q. If they had died they could not have collected %—A. Some of them could and
some could not.

Q. If they had sued on misrepresentation only %—A. There were some of those
policies that carried the right of payment for six months and some of them carried
the right of payment for a year, in the event of death after payment when they were
all included in the report in accordance with the rules of the New York Insurance
Department, fully understood by that department, and communicated to me as the
rule of that department by the counsel of the department. I was simply observing the
rules of the department in putting those in the policies outstanding.

By the Hon. Mr. Gibson :

Q. You looked upon them as not being outlawed —A. As not being outlawed.
There had been a decision of the New York Supreme Court declaring the right of
reinstatement as being a vested right. The court had so far enforced that as to allow
that right if the insured had died, and in discussing that point with the New York
Insurance Department, when I came in to make the reports, I brought up the report
that had always prevailed with the company, and he instructed me that under that
decision he saw no reason to make the change, but that I should include as I had
hitherto done, and under his instructions I did include it. It never was concealed.
You can find in the Illinois report, in 1894, a statement of the exact amount.
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By Mr. Coster, K.C., Counsel for the Committee :

Q. When did you first state it in the New York report—the exact amount %—
A. At the close of 1897.

Q. But never before that %~—A. No. As a separate item.

Q. And then did you put in the amount —A. No.

Q. Just put in the number of policies —A. Yes.

Q. Was that not because the superintendent insisted upon it %—A. No, sir, it was
not. It was done voluntarily by myself, and after T had been to Albany particularly
and discussed the question and asked permission to do so.

Q. And they only gave you permission to do that?%—A. They raised no objection
to my doing so.

Q. Take the 1897 report?>—A. The same condition prevailed there.

Q. At the end of 1897 I see the statement says

Hon. Mr. Bfique.—If the same condition applies, that is sufficient. You can file
them for identification and refer to them. :

Mr. CostER.—I will get them on the record.

Hon. Mr. ‘BﬁIQUE.—I call attention of the Committee to the advisability of not
going into these matters. I think we are travelling extensively outside of the inquiry
entrusted to us. :

Hon. Mr. LANDRY.—It is a mere repetition for the other years.

Myr. CosTER.—Not quite. I think they will be the same after 1897. I will put in
the 1897 statement and refer to the other.

Q. In 1897, according to this report—I can be corrected, if I am wrong—the total
policies, 111,908; insurance in force, $301,567,101, and then at page 26 of President
Burnham’s address, look at that mark marked in pencil : ¢ The truth is, that with the
close of the year 1897 the association had practically $10,000,000 —read it.—A. ¢ Ten
million dollars more paid for business, more business which is actually paying its
assessments, wherewith to meet its obligations, than it ever had before.

Q. And in that year 1897 how many million dollars of business were there which
were not in force?—A. There was 6,189 that were in the policies that have been named;
as regards other policies, where the assessments had ceased to be paid, it probably
covered about $18,000,000 insuranace.

By the Hon. Mr. Watson : !
Q. You say, not in force?—A. I do not say, not in force. I say, under the condi-
tion that they had failed to pay an assessment, but were simply carried on our books
as a vested right.

By the Hon. Mr. Gibson:

Q. As a liability company?—A. As a liability company to whatever extent there
was a liability.

By Mr. Coster, K.C., Counsel for the Commaittee:
Q. And also a prospective asset, was it not%—A. I do not know in what way it was
a prospective asset.
Q. Could you put liens on those?—A. No, sir.
Q. Why not on those, just as well as on another one ?—(No answer.)
Q. In 1898 the same thing occurred, did it not?

By the Hon. Mr. Béique:

Q. There was the same condition, without taking the figures?%—A. The same con-
dition was observed in making a return, excepting that in the foot-notes I gave the num-
ber of the policies and the insuranace that was covered thereby.
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By Mr. Coster, K.C., Counsel for the Committee:
Q. In 1898 there was $269,000,000 represented as being in force?%—A. Yes.

By the Chairman:
Q. How many policy-holders represented in that?—A. 102,379.

By Mr. Coster, K.C., Counsel for the Commitlee:

Q. And in 1899 you represented 71,062 policy-holders and $173,714,000 insurance ?
—A. I represented 71,062 policy-holders, covering $173,714,682 of non-delinquent busi-
ness, but carried upon the same basis as that with us, 85,571 policies, covering $212,-
773,786. I made the full division in that report as between the delinquent business.

Q. What was the delinquent business?—A. The delinquent business on which
there was a liability during delinquency, 981 policies, $2,650,100.

Q. And the others?—A. The others were those that had failed to pay and had
the right of reinstatement within a year.

Q. Read what the report says?—A. ‘Policies or certificates delinquent with the
right of reinstatement December 31st, under an order on which association’s liability
is suspended during delinquency, 13,529, covering $36,409,000.’

Q. What were the others?%—A. Policies or certificates delinquent with the right
of reinstatement December 31st under an order on which association’s liability con-
tinued during delinquency.

By the Hon. Mr. McSweeney :

Q. That is the first year you made the distinction %—A. That is the first year I
made the distincition in the schedule, but at the end of 1897, and again at the end
of 1898 I made the statement in my report.

Q. How could they get reinstated? What would they have to do?—A. The by-
laws which are in contain it. 4

Q. State it shortly.—A. If you pass me the by-law I will read it as the most dis-
tinet way in which I can state it. The by-law reads as follows: ¢The executive shall
have power to reinstate a delinquent member at any time within a year for good cause
shown—article 11, second paragraph of section 6—and upon satisfactory evidence of
good health and upon payment of all delinquent dues and assessments,’

Q. What would be necessary to be done? He would have to be examined again
by a doctor?—A. Under the rules of the association, if the delinquency had not ex-
tended over thirty days we would receive the payment and give him a conditional’re-
ceipt—that is a receipt conditional upon his being in good health. If it had not
 extended for ten days we would reinstate upon a satisfactory certificate of health; if
ninety days, we required a medical examination and the payment of delinquent dues
and assessments in all cases, not simply in the last case.

Q. Perhaps without going into the report you would be able to explain this; I
have taken this out of the report; according to the New York report of the year 1900,
the total amount paid by members was $4,000,000 %—A. $4,836,897.88.

Q. That is the Connecticut report?—A. Yes.

Q. What is the amount paid by members according to that report?—A. $14,126,-
341.93.

Q. Then this is the Massachusetts report of the same year : Total premium in-
come given in the report the year ending December 31st, 1900——

A. $5,881,365.68.

Q. Here is the Wisconsin report the same year ending December 81st, 1900 —A.
$5,883,868.56.

Q. Now take the report to the Insurance Department of the State of New York—
what was that in 1900 ?%—A. $4,836,897.88.
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Q. That was the total income during 1900%—A. That was the total paid by mem-
bers, according to the New York report.
Q. What was the total income stated in the official report made to the Depart-
ment of Massachusetts for the year ending 31st December, 1900%—A. $14,302,480.66.
Q. And Wisconsin, what was the total income?—A. $14,304,983.54.
By the Hon. Mr. Béique:

Q. What income?—A. The income of the company.

By the Hon. Mr. McSweeney :
Q. The premium income?—A. The premium and other income—the whole income.

)

'By Mr. Coster, K.C., Counsel for the Committee:

Q. That would be the income of the company everywhere?—A. That would be
the income of the company in accordance with the requirements of that particular
blank.

Q. But everywhere; it would not only be in that state?—A. The income on the
whole business of the company.

Q. In Canada-—A. It includes Canada.

Q. In each case it would be that %—A. Yes.

Q. What is the difference between those ? Why is there so much difference ?—
A. It will be a very lengthy explanation.

Q. Perhaps you can state shortly why it was %—A. I cannot, Mr. Chairman.
This matter has been brought up once on criminal libel, and I was on the stand for some
time and it took me some days to analyse the matter so as to present it in a clear
manner. I will explain it in the shortest possible way that I can. In 1900, as has
been stated before in my testimony, the company reinsured partially the business of
the North Western Mutual Life Assurance Company of Chicago. It received from
that company a certain amount of cash assets and it received certificates of liens or
loans which the company had taken in changing its business to a level premium busi-
ness, which certificates of liens or loans represented the reserves at the time of the
exchange. These liens or loans were recognized by the State of ‘Illinois as a part of
the assets of the North Western, and we so received them. We reported to the State
of Massachusetts as a legal reserve company. We reported to the State of New York
and to the State of Connecticut as an assessment company; three different blanks,
covering three different classes of business, regulated by three different statutes, were
sent us to be filled out. We followed the requirements of those several blanks so
far as we possibly could. In the State of Connecticut, for instance, as far as
the blank was concerned and as far as our judgment went, we were compelled to
include the liens and the assefs received from the policy-holders of the North West-
ern Life as among subsequent years’ assessments or premiums received from our policy-
holders, which made the amounts paid by members, as returned to the State of Con-
necticut, something over $14,000,000. In the State of Massachusetts there was an
item under the income, and outside of the items that cover the premium income, which
reads: ‘ Ledger assets other than premiums received from other policies for assuming
their risks” Under the requirements of that blank it is made necessary to carry these
liens, and so far as that individual item, which is 16 in the schedule of income, they
of course could not go into the item of premiums, and therefore the item of pre-
miums was reduced by that amount, while in Connecticut it was inereased by that
amount. In the State of Wisconsin it was also the requirement ‘Ledger assets other
than premiums received from other companies for assuming their risks” And that
was carried outside of premiums and into income in the schedule. The same return
was made to the State of New York, but the New York Department ruled that under

the New York law, which of course we have in our country, a separate law in every
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state. There is no federal legislation as to insurance. Every state is a law unto
itself, and has its own law, which varies from every other state. The New York In-
surance Department ruled that under the New York law anything received as repre-
senting the reserve other than cash could not be included in the income or could not
be included in assets because they had no authority to include under liabilities any
reserve against assessment policies. They, therefore, excluded that item entirely of
these liens from the schedule of assets. They did the same in reference to the liens
then taken by us on policies that we had changed to a contract reserve basis because
they charged us with no liability. As it would not appear in the assets, it must come
out of the income, but under the instructions of the New York Insurance Department
T made a return excluding it from income, excluding any items relating thereto from
disbursements, and excluding any items relating thereto from assets, anad appended
to my statement to the New York Insurance Department was also a statement of why
I did this, what the amounts were, and that it was done under instructions of that
department, that item will account for the discrepancy in income between these dif-
ferent statements, excepting that in the two statements rendered on the assessment
blank we will find an item deposit received during 1900, assessments paid before due,
$234,480.46. These were assessments deposited ‘before they were called, and under
the stipulated premium law and under the old line law they were counted as pre-
miums received on account of the year’s current premium, but under the assessment
law they were treated simply as deposits made, from which assessments were in the
future to be paid as called. They, therefore, appear in that statement as deposits, and
then subsequently as calls in the premiums, the deposits not being a portion of the
premiums under the blank, and under disbursements you will find correspondingly in
the assessment blanks item to cover those premiums so paid, and transferred to assess-
ments from deposit, which will show an alteration and discrepancy in the outgo be-
tween these blanks and those on which we return the legal reserve and stipulated pre-

~ mium business. The final analysis of these different statements come down to the
same matter ultimately, with the exclusion of these particular items that I have re-
ferred to, with the exception of an item amounting to about $2,000, which in the re-
port made to Massachusetts Department at the end of 1899 was admitted as an asset
—it was some premium notes—because there was a reserve charged against those poli-
cies, and it was a permissible asset. In Wisconsin at the end of 1899 we have made
our returns as an assessment company, and that item could not be admitted, but when
we came to make our return as a stipulated premium company the next year it be-
came a legitimate asset but it had to go into the income in order to get it into our
assets, and therefore in that respect the Massachusetts and the Wisconsin statements
differ by just about $8,000.

Q. What is the greatest difference? Some millions%—A. The greatest difference
is some million. :

Q. Take the report of the State of New York of the total amount paid to mem-
bers for the year ending 31st December, 1900 ?—A. $3,451,908.33.

Q. Take the report of the State of Connecticut of the total amount paid to policy-
holders for that year?—A. $4,696,563.77.

Q. So that in Connecticut you paid $1,244,655 more than you paid in the New
York report%—A. It consisted of those notes and liens which the New York Department
instructed us to exclude, which were concelled by reason of the lapse of policies, they
being in the assets under the Connecticut blank. In order to remove them from the
assets with the lapsed policies, they had to be charged under disbursements to make
the balance, but not being included in the assets at all under instruction of New York,
they do not appear in the disbursements.

Q. But that is paid the policy-holders %—A. Yes.

Q. How can you say you paid $1,224,000 more to policy-holders when you did
not pay it?%—A. Because there was that amount of lien notes that ceased to be in force
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by reason of the lapsed policies, and the blank as prepared by the department requires

us to put down any notes so terminated by lapses as disbursements to the policy-holders.
Q. And so before that those liens would go down in your statement as cash?—A.

Oh no. i '

Q. They were what you said were actual assets of the company. You said you

could put a lien on the policy for a thousand dollars and make it worth a thousand

dollars%—A. T did not state anything of the kind.

The Committee then adjourned until 10 a.m., to-morrow, 22nd June.

OTrawa, June 22, 1904.

The Committee resumed at 10 a.m.

Mr. GeEorGE ErpringE—Mr. Chairman, before proceeding with the evidence, I de-
sire to hand you copies of the by-laws of the Mutual Reserve as now in existence.
Last night when I turned them up there seemed to be a reflection that T had not com-
plied with what was requested—not on your part, but I desire to hand you the con-
tract received by me, asking specifically for this, and I also desire, before proceeding,
to call attention to the fact that the counsel last night asked me to produce a certain
report that I had not made to the board of directors in regard to expenses, stating
that I had been ordered to produce it here, and evidently laying the foundation for
producing a copy. I had not my order with me at the time, and, even if I had, I
should have accepted his statement as made in good faith and true, because he had the
statement before him. As a matter of fact, I had not been ordered to produce that
report.

By Mr. Coster, Counsel for the Committee :

Q. Have you the report %—A. I have not. i

Q. Would you take those reports to the Imsurance Department of New York ; 1
have made up a little statement here which I would like to check from the report, and
see whether it is correct, with reference to the building. It is taken from those
reports. 1896 was the first one. In 1896 rent, $144,673.94, expenses, $131,662.58, leav-
ing a balance of $18,011.36. Is that correct —A. Those are the figures c.ntained
in this report. What the expenses covered I do not know.

Q. But is that correct by the report ?—A. Yes.

Q. Take the next one, 1897.  You have rent, $147,303.28, expenses, $136,697.51 ?
—A. Yes.

Q. Balance, $10,605.77 ¢—A. Those are the figures there contained.

Q. That is the sworn report to the Department of New York %—A. It does not
necessarily show the net income of the building, because it may have been charged to
the sinking fund or to interest on the invested monies in the expense.

Q. That is what you submitted %—A. I will submit to the Committee a statement
of all receipts and of all expenses detailed under the various heads of each and every
year, so as to show exactly the relation, and I have already telegraphed, subsequent
to the hearing last night, to New York for that to be prepared.

Q. And did you get that report of yours that you made, which you said you did
not get notice to produce ? It was not mentioned in the notice to produce, but I
should like you to produce it ?—A. T should not be able to identify it without the
original. I am willing to send for the original.

Q. Now take 1898. Have you 1898 ?—A. Yes.

ELDRIDGR



THE MUTUAL RESERVE FUND LIFE ASSOCIATION 105
APPENDIX No. 1 '

Q. $147,706.82 rent, and expenses $139,463.86 —A. Subject to the same remark.

Q. Balance $8,242.96 %—A. Subject to the same remark.

Q. That is the sworn statement you put in. Did you sign that report 2—A. T do
not know whether the expenses include the interest on the investment or not. I cannot
tell at this time. '

Q. Who swore to the report there ~—A. Mr. Burnham swore to it.

Q. Who was the 1896 report sworn to by ?—A. The figures are unquestionably
correct, covering all the items, but I do not know whether there was included in that the
interest on the investment or not, and T can only tell when T get the detailed statement
which T have telegraphed for, of what every expenditure was for. 1 have ordered them
divided.

Q. Who swore to the 1896 report #—A. Mr. Burnham.

Q. Who swore to the 1897 report %—A. Mr. Burnham.

Q. And the 1898 report, Mr. Burnham. Now take the 1899 report. Who swore
to that 2—A. T did.

Q. That is sworn to by yourself 2—A. I swore to it.

Q. The rent was $140,334.04 2—A. Yes.

Q. Expenses, $127,038.18. And the balance, $13,295.86. Now, 1900, please?—
A. Yes.

Q. $131,911.21 for rent, and expenses $130,354.75, showing a balance of $1,556.467
—A. Subject to the same statement; yes.
Who was that sworn to by —A. By myself.
Now, who swears to the 1901 statement?—A. Myself.
. Rent $128,767.72. Is that right?—A. Yes.
. Expenses $135,059.97?—A. Correct, subject to the same remark.
. Showing a difference of $6,292.25%—A. Subject to the same statement; cor-
rect.
In 1902, who is that statement sworn to by?—A. By myself.
The 1902 statement is in that one there. The three years are there?—A. Yes.
. $139,246.70 —A. Yes.
. Expenses $125,317.44%—A. Yes.
Showing a balance of $13,000%—A. Yes.
In 1903, rent $142,440.73, expenses $121,371.80, showing a balance in favour
of the company of $22,000%—A. Yes, that is the statement.

Q. All those statements of rent for eight years include the $401,400 rent paid
for home office by the Mutual Reserve Company, $50,400 per year, is it not %—A. I am
not confident that during all those eight years the $50,400 was charged.

Q. Look at the reports. It is stated in there that this is all taken from ‘tha
reports. That is the fact and I only want to get it on the minutes. Two years,
$49.500, and the rest of the time $50,400 is what the reports show, amounting in all
to $401,400, amount paid %—A. The report does not show at the end of 1896, the
charge; at the end of 1897 it shows $49,500, and I presume ’96 was the same.

Q. And ’98—$54,400 %—A. Yes.

Q. Then that would make that correct. Then on that you would say that $528.22
as shown by that report as invested in the building, when the Jease expires that
$528.22 will be forfeited to the Weld Estate, will it not?—A. There is $483,000 in-
vested in that.

Q. Look in the 1896 report, the same schedule?—A. This is the 1896 report.
That amount stated there included furniture and so forth. The amount invested in
the building itself is $483,000.

Q. Read that amount there in the sworn statement, the amount paid on con-
struction %—A. Amount paid on account of construction of 14-story home office
building at the northwest corner of Broadway and Duane street, New York City,
$528,022. There was subsequently an adjustment between them.

DOLOLD LOOPD
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Q. That is the sworn statement that went in #—A. In 1896, but it is not the sworn
statement at the same time.

Q. It was not true —A. It was true, but there had not been the adjustment
between the Weld Estate and the company at that time which subsequently took
place, and placed the building on the basis it now stands upon the books of the
company.

Q. Did the Weld Estate return you some money?—A. There was an adjustment
of the accounts which left the amount of the company’s investment in the building
$476,653.50, which was subsequently increased by some additions to the amount at
which it stands to-day, $483,666.50.

Q. Did the Weld Estate return the company any money?—A. I do not know
what the particulars of the adjustment were.

Q. If they did return you any money, would you kindly show it to me in your
reports where it is entered%—A. It would not appear in our income.

Q. Do you mean to say $100,000 could be returned to you and not be shown ?*—
Ai; Tt would be exactly the same as any other investment that might be made and
disposed of. If we had sold a $100,000 worth of bonds, the proceeds of the bonds
would not appear in our income. -

Q. Will you say they did return a dollar of the money ?—A. I do not swear yes or
no in regard to that, because I am not coversant with the conditions of the adjustment;
but I know that the amount invested in the building at the present time is $483,666.50.

Q. You remember that exactly to the cent, and yet you do not remember— ?%—A.,
I have verified it a number of times in swearing to the repart since then. I did not
swear to the report in 1896.

Q. Who swore to the report in 1896 —A. Mr. Burnham.

Q. Who prepared it —A. Portions of it were prepared by myself.

Q. Was it not all prepared by you, or under your supervision %—A. Portions of it
were prepared by myself and portions of it were prepared by other officers of the com-
pany.

Q. Under your direction #—A. Not all of it, no.

Q. Were you not actuary of the company —A. I was.

Q. Was not the whole report prepared under your direction —A. The schedule of
real estate

- Q. Let me look at the report of 1896. Is your name not signed to it ¢ George D.
Eldridge, actuary’ %—A. Yes, it is there. I signed it and certified to it. :

Q. And over your signature are the words, ‘I hereby certify that the above is cor-
rect’ —A. Yes.

Q. Now you say it is not correct %—A. I did not say anything of the kind.

Q. Would you kindly look at the report of 1900. Total amount paid to members,
$3,451,908.33. Is that correct %—A. It is correct.

Q. Total disbursements, $5,077,247.84 %—A. That is correct.

Q. Look at the Connecticut report the same year %—A. Mr. Chairman, last night,
in order not to appear in the attitude of attempting to conceal the fact of these dis-
crepancies between the various reports, I answered in reference to these four reports
and explained in brief the reasons of the discrepancy between them. I now ask a
ruling of the Committee on this point. The law of Canada takes cognizance of two
reports from this company, one of the Canadian business, made upon a blank furnished
by the Canadian Insurance Deparatment; one of the general business, to be made in the
form required by the Insurance Department of the law of the state where incorporated.
This company reports to forty different governments, including Great Britain and
governments across the water, and you might just as well take up the forty odd reports
made upon different blanks prepared by different departments, with authority to exact
whatever they required and to have the report made in the form that they required, as
any of these reports. I have explained in general these discrepancies between these
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sweports. I appeal to the Chairman whether it was neéessary to go into all these
~umatters beyond this general explanation.
Q. Who swore to the Connecticut report —A. I presume that I did.

By the Hon. Mr. Landry :
Q. Your contention is that these reports are not made on the same basis?—A. No,
not on the same basis or same requirements.
Mr. AvLesworTH.—I submit these matters have no bearing whatever upon the pre-
sent inquiry.
By the Hon. Mr. McSweeney :

Q. You are not in every state of the Union %—A. No, we are not in every state.
Two states have declined to issue our license, California and Illinois. and in others we
have not applied for admission; but we are in states representing two-thirds of the
population of the United States.

Mr. CostER.—I submit it is not unreasonable to ask the witness to explain these
discrepancies.

The CrARMAN.—Under the circumstances, I think counsel is entitled to obtain
from the witness an explanation of that fact—how in one state it can be affirmed under
oath that a certain amount is paid and that in another state a less amount is paid.

WirNess.—Counsel asked me -identically the same question last night, and I
answered it.

By the Hon. Mr. McSweeney :

Q. That is about all the answer you can give —A. The answer I have given is
that in New York we were specially instructed by the department that all matters of
liens received from the North-western Life and also from our own policy-holders, were
to be excluded from our assets, and therefore, must be excluded from our income and
disbursements. In Connecticut those items were admitted as assets, and therefore
appeared in our income, and in our disbursements, and the difference rests in the fact
that New York admitted only the cash assets, and that Connecticut admitted the lien
assets, including those received——

By the Chawrman :

Q. What bearing would that have on that item of payment to the members, three
million in one state and two million in another %—A. We received from the North-
western, for instance, $8,000,000 liens.

By Mr. Coster, Counsel for the Committee :

Q. What is the amount #—A. We received in round numbers from the North-
western about $8,000,000 in liens, which went into our income. That is in the states
which admitted that as a portion of our assets. '

Q. Would it not be over $8,000,000 %—A. It is about $8,000,000.

Q. It would be between $8,000,000 and $9,000,000 2—A. About that ; of those
liens a certain number of the policies against which there were liens ceased
to be in force during the year 1900, and the liens on those policies were about
$12,000. That $12,000 having appeared in the income, the policies having ceased
to be in force, and the liens ceasing to be assets must be disposed of through
the disbursements of the company, and they appear as liens on policies ceased through
lapsation, and under department requirements those were listed as payments to policy-
holders, so that that $1,200,000 appears in the Connecticut report as a payment to policy-
holders, and consists in a great measure of the lapsed policies under liens which had
ceased to be in force in lieu thereof—* Pohcles including liens or premium notes
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voided by lapses, $1,279,525.87." That appears in the Connecticut report and does now:
appear in New York.

Q. Deduct those amounts from the amount, and see if you do not get a balane
of $5,195.73 still not taken %—A. I know what that means.

Q. What does it mean —A. The amount of money expended for furniture.

Q. Look at the New York report, item 13, and that is exactly the reason I memns
tioned that amount, $5,195.73 reported as paid for furniture —A. Yes.

Q. That was paid for furniture in the building in New York ?—A. Yes, for the
building in New York and in our branch offices, furniture in different places.

Q. Now look at the same item in the Conmecticut report, item 14 ?—A. Yes, ¥
states none.

Q. It states ¢ furniture none’ %—A. Yes.

Q. How do you account for that —A. I account for it in this way, that i»
counting the furniture, the fixtures were carried as an asset and were excluded from ou
admitted assets, under the portion of the schedule in the blank furnished by Connecti
cut, ¢ Deduct assets not admitted.” In New York, on the contrary, the blank does not ca
for furniture in the ledger assets, but calls for it to be excluded otherwise—mnot inm
cluded at all in our assets, and therefore became an expenditure, while at the othes
point it was simply an investment.

Q. There is an item asking for furniture in the New York reports —A. Yes.

Q. And also in the Connecticut report —A. Yes.

Q. And in the Connecticut report you say there is none %—A. Yes.

Q. And in the New York report you say there is $5,195 %—A. As long as in the
Connecticut report, the furniture was carried as a ledger asset, it could not be in
cluded in disbursements. In New York, by special provision of the blank, it was ex
- cluded from ledger assets and therefore must be made a disbursement. The resul
was as long as it appeared in Connecticut it was excluded under the item of now
admitted assets. In New York it did not appear at all in ledger assets.

Q. In the Massachusetts report you also swear that there are none —A. The
New York report was the only one in which that item appeared as a disbursement. Ir
all the other reports it appeared as an investment or ledger asset. It was excludee
under the assets not admitted.

Q. And in the Wisconsin report you say there is no furniture %—A. The News
York report was the only one in which that item appeared as a disbursement. In all the
other reports it appeared as a ledger asset of the company.

Q. In the New York report you say you paid out $5,195 for furniture, and in
all the other reports—I think you swore to them all ?—A. I did.

Q. You swore you paid nothing for the furniture %—A. I say that nothing wen#
into the matter of disbursements for furniture, it went into the ledger assets, and the
distinetion was a distinction required by the department in the blank.

Q. By the sworn report to the New York department—check me if I am wrong
but I am satisfied these are correct—the total paid to members is as follows : New
York, $3,451,908.83 ; Connecticut, $4,696,563.77 ; difference, $1,244,655.40.. Disburse-
ments—New York, $5,077,247.84; Connecticut, $6,316,707.55 ; difference, $1,239,459.71

Q. Those are the figures which you have explained how they occurred —A. Yes.

Q. I think you have already said that you were one of the parties who conducted®
the negotiations or contract under which the Provincial Provident Institution of St.
Thomas, Ont., was consolidated with the Mutual Reserve —A. Yes.

Q. Was the contract reduced to writing %—A. It was.

Q. Have you it %—A. I have not. You will find it printed in the official blue-book
of the Canadian Insurance Department of the year 1896 or 1897. A copy was filed.

Q. With the Provincial Provident ~—A. Yes.

Q. There was one made before that that is printed in the blue-book ?—A. No.

Q. Never but that one made %—A. That was the contract. Allow me to explain
one matter. There was a contract made with the Provincial Provident directors, my
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wecollection is of the 17th June, 1897, and when it came to be carried out, there were
ertain provisions in it that the Provincial Provident could not carry out, and they
alled a meeting of their policy-holders as of the 9th February, 1897—I think that was
Whe date—at which they submitted the contract of June 17th, with the modifications
alled for, and that was confirmed by the meeting of the policy-holders as of the 9th
“ebruary, and my impression is that both of them are printed in the blue-book.
Q. Did the first agreement provide in any way, directly or indirectly, for payment
r remuneration to the trustees or to any of the officers of the Provincial Provident
nstitution —A. The first agreement did not.
Q. But any agreement —A. There was an agreement entered into with three men
epresenting the trustees, or who had been trustees of the Provincial Provident, that
“upon their carrying certain conditions contained in the first contract there should be
yaid to them certain remuneration for their services in transferring the business.

Q. Do you remember how much that was to be —A. I do not remember. If they
waid the admission fees they were to receive the admission fees on the business and

hey were to receive a certain percentage of the expense dues received thereafter.
" When they came to carry out that contract they tendered trust funds of the Provincial

>rovident to cover admission fees under the contract. We refused to accept the trust
wunds for any such purpose, and they were advised, as I understand, that they had no

sower to transfer the trust funds in that way. Thereupon they called this meeting of

‘he policy-holders and submitted a modification of the contract which provided for the

rust funds to be turned over to the Mutual Reserve charged with the trust which rested

1pon them, as accumulated, and they were so turned over to the Mutual Reserve and
weceived by them. .

Q. What was the amount that they were bound to pay these trustees, whoever they
wwere 7—A. If they paid the admission fees on the business, which was $8 a thousand,
Mhey were to receive that.

Q. How much each would it amount to —A. I do not kmow. It was about $8 a
Mhousand the admission fee would be.

Q. How many thousand dollars or tens of thousands of dollars would it amount

to—$12,000,000 at $8 2—A. If the admission fees had beeen paid they would have
~amounted in round sum to about $100,000.

By the Hon. Mr. McSweeney :

Q. For those three men %—A. They were trustees, I presume, for all the directors
of the Provinecial Provident.

By Mr. Coster, Counsel for the Commattee :

Q. Is it or is it not a fact that the counsel for the Mutual Reserve Fund Life
Association, in Toronto or somewhere else, has stated that if that contract was carried
out it would put the parties concerned in the penitentiary, or words to that effect %—I
do not know whether he did or did not.

Q. You never heard of it %—A. | never heard of his stating that.

Q. That their own counsel advised them that if this agreement, as first made, was
carried out it would put all the parties in the penitentiary —A. No counsel ever did
advise us anything of the sort.

Q. Or words to that effect #—A. No. Colin MecDougal, the counsel of the Pro-
vineial Provident, stated to the trusteees of the Provincial Provident, that if they under-
took to transfer those trust funds for the purpose of receiving them back as their com-
pensation, they would be fortunate if they did not land in the penitentiary.

Q. But he did not think there would be any harm in your paying the money —A.
We declined absolutely to receive it for any such purpose.

Q. But the first contract was made agreeing to pay it %—A. No, it was not.

Q. Was there not a suit brought to recover it —A. There was, and the suit was

dismissed.
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Q. Why ?%—Because it was an illegal contract %—A. Because they had no stand-
ing in court. We had not received the money which they tendered us in the way that
they tendered it to us, and we refused to receive it in that way. We received it as trust:
funds, charged with the trust, and then they came and sued for that trust money to bew
paid to them as their compensation.

Q. If you had carried out your agreement and paid them, what fund would you
have taken it out of ~—A. We never made the agreement to pay them that trust fund.

Q. What was the suit brought on ¢ Was it not brought on the contract or on an
alleged contract ~—A. On an alleged contract.

Q. And they produced it in writing, did they not %—A. No, sir, they did not pro-
duce it.

Q. Was it not in writing ~—A. My impression is they did not produce it.

Q. It was not in writing %—A. It was. The contract with the trustees was in
writing.

Q. And by that first contract, agreeing to pay them a sum which would be equal
to about $100,000 %—A. The first contract was a contract with the trustees to transfer
the risk, and a provision was therein contained that they should pay to the company
certain money as admission fees and dues. They failed absolutely to make that pay-
ment to the company and the contract ceased. They then had on their hands certain
moneys which were trust funds, and their license was suspended, and they came to
Ottawa, got a restoration of their license for the purpose of calling a meeting of policy-
holders to secure the transfer of those trust funds to the Mutual Reserve, charged
with the trust under which they had been accumulated, and they held that meeting
by the vote of the policy-holders, and instructed us to transfer them and did so transfer
them and claimed they had made the payment of the admission fees.

Q. Would you kindly look at that and tell me if that is not a copy of the recom-
mendation submitted by you to the company —A. I cannot tell whether it is or not.

Q. Read it over —A. I cannot tell by. reading it over. It is a document I have
not seen for a number of years. I was not subpenaed to produce it and I could not
tell by reading it over whether it is a copy or not.

Q. Have you produced any of the things you have been asked to produce %—A.
I have not been asked to produce anything here except one or two matters specifically.

Q. It evidently is not an entire document by any manner of means. Look at it
and see —A. I can recollect that this is not the entire document that 1 submitted
to the board of directors. 1 was not subpenaed to produce that document and I have
not seen it for five or six years, and I cannot tell you whether these four pieces of
paper are a portion of that document or not. I have offered to have the document
brought from New York at the earliest possible moment, and it will be here, but as
for testifying whether these four pages, which are evidently not the entire document
and do not contain the signature or the heading, are a portion of a certain document
T have not seen for years, I cannot testify. We have telegraphed to have it here.

Q. Would you say that those are not all the recommendations you made ?%—
A. T won’t say anything with reference to that sheet of paper.

Q. Look over these leaflets and tell the Committee whether those were issued with
or by the authority of the company —A. In a general way I presume they were.

Q There are leaflets and so-called facts concerning the Mutual Reserve issued by
the company to their policy-holders and agents (leaflets filed as exhibits). I wish to
call your attention to leaflet 10 A, ¢invested assets December 31, 1899, $3,461,230.22,
that is correct, is it not ¢ I will call your attention to the fact that there is a differ-
ence of $732,059.29, and I ask you which one is correct —A. The report to the New
York department divides the assets between ledger assets or the mortuary or contin-
gent assets, and this is the sum of the two.

Q. Did the mortuary department admit those mortuary calls to be made as an
asset —A. They admit it as an asset against unmatured mortuary liabilities. They
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require the case assets and the accrued liabilities to be set forth in one schedule. The
unmatured mortuary liabilities—that is, dead losses reported but none due—to be set
forth in another schedule with the funds called to meet them as a deposit against it,
the sum of the two would be the assets of the company, and the surplus would be
obtained by taking the combined liabilities and deducting them from the combined
assets.

Q. And that difference of $732,000 is made up by addmng on to the sworn report
the mortuary calls which were not due?—A. ‘Which were due.

Q. Which were not due?—A. Which were due, but which had the thirty days
of grace in which to make the payment.

Q. They were due?—A. They were due, but they had the thirty days’ grace.

Q. Nothing more?—A. No. . :

Q. When is the mortuary call issued by the company 9—A. Tt is issued on the
31st day of December.

Q. And this would be the 81st December —A. This would be the 81st December.

Q. So, therefore, they would be all due 7—A. T testified they were all due, but
they were within the days of grace not paid. Aside from that, however, they were
always

Q. They had thirty days’ grace, had they not? The call was made on the 1st
day of December. And they had thirty days’ grace. Therefore, on the 31st day of
December they were all due and overdue and unpaid. The day you made that report,
and all those policies would have lapsed if they had not been paid?—A. No.

Q. Explain it?—A. The regular mortuary call is made on the first week-day in’
December, and as a rule is not expired until the first or second day of January.
Aside from that——

Q. Thirty days in December—the first week-day could not be later than the
second of December >—A. No. it could not, and in that event the last day, of course,
would be on the 1st of January. Aside from that, beginning with the 1896 business
was not written to fall due upon the heginning of certain specified months, but cor-
responding with the date at which the policy was issued, so that there was at all
times by this time policies that were falling due every day, and that would be in-
cluded in that amount also.

Q. Look at this paper produced?—Are you the editor of that paper?—A. This
is a leaflet taken from the ¢ Guardian,’ of which I am editor.

Q. This is called the ¢ Guardian,’ George D. Eldridge, editor, issued Septembet
13, 1900, and at page 4, I find this is what appears in the report:—

¢ President Burnham is at the head of a company with 100,000 members, $225,-
000,000 insurance; $16,000,000 of interest; bearing resources and an annual income
of $8,000,000. There are not half a dozen companies that can show this business.
The Mutual Reserve ranks amongst the first and it will be the honest ambition of
President Burnham and his lieutenants to make it the best institution in all things
worthy of its rank’

Q. Is that statement true 9—A. Tt is so far as I know, or was at that date.

Q. As a matter of fact, did the Mutual Reserve Fund Life Association at any
period of its existence, have paid for insurance in force amounting to $225,000,000%
—A. Tt undoubtedly did.

Q. When was that? In 1900—because that is the date of this?—A. That does
not say paid for business. ¢

Q. What did it mean? What did you say it was intended for—that it was not
in force?—A. T mean to say that that was issued as a record of the association by
which the Northwestern Life Insurance Company was consolidated with the Mutual
Reserve. The consolidated assets and business of the company amounted to the sum
stated there. As to what would have been the result in the way of future maintenance
of the business it did not predict or did not say, but at that time with the consolida-
tion of the two companies, those figures were correct.
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Q. How much was from the Northwestern %—A. There appeared on the books of
the company, as it stood at the time that the contract of re-insurance was made some-
thing like, face value, betweeen fifty and sixty million of business.

Q. But why did you say that it was about $20,000,000 yourself —A. I said it was
something over $20,000,000, that accepted the terms of the re-insurance and transferred
to us subsequently.

Q. So that then in this $225,000,000, this representation that you make is insurance
in force and not in force —A. It was the insurance in force in the Mutual Reserve
added to the insurance that appeared upon the books of the Northwestern at the time
of the consolidation of the two companies.

Q. Would you not say that that statement would be very deceiving to the public
to say that there was $225,0000000 of insurance when you say you knew there was
nothing like that amount %—A. T did not say that.

Q. Why did you not say this $225,000,000 was not in force —A. Because that
would not be the fact. :

Q. It was in force #—A. That was the business on the books of the Northwestern,
as it was transferred to us.

Q. And paid for to them?—A. Standing on their books in force,

Q. And paid for to them?—A. I do not know. It stood there, whether all of it
was paid for to them or whether a portion of it would be running in the thirty days’
grace, I do not know, but it was the business that appeared in force, and which was
covered by the contract of re-insurance between the two companies as it appeared upon
the books at that date. If I am not mistaken, it is explained in the other parts of the
document,

Q. You say then that there were 100,000 members, that that statement is correct,
do you —A. I have not verified the figures.

Q. Look at your insurance report, December 31, 1901, and see what you swore to
there. You say there were 81,000 members %—A. Yes.

Q. 81,076 %—A. Yes.

Q. And yet in this paper you say there were 100,000 members. Which statement
is true? —A. That is of the early part of September, when this consolidation took place,
and was the consolidation of the membership of the two companies. The report made
on the 31st day of December was as of the business at that date, after sifting out those
that failed to avail themselves of the contract of re-insurance, or that lapsed as a matter
of fact in the meantime.

Q. Did you not, as a matter of fact, only get about $20,000,000 of insurance on
your books from that company —A. Counting it on the basis of the face of the insur-
ance, there was somewhere betweeen twenty and thirty millions that availed themselves
of the contract of re-insurance to pay future premiums, but we assumed as of the 1st
day of September, 1900, all business standing upon the books of the company as of that
date, and carried the risks to the time that the next premium fell due, when they had
the right to renew or to discontinue as they saw fit.

Mr. AvLEsworTH.—I have not objected, Mr. Chairman, but let me point out what
an ‘extraordinary procedure this is. A witness is called and examined-in-chief—not
cross-examined at all, or supposed to be cross-examined—he is called as some one whe
can give information to this committee, and something is put in his hands which he has
written, not as an officer of this company at all, but as the editor of some newspaper,
and he is asked as to whether that is true or not. What on earth has that to do with the
affairs of the company that I represent before this honourable body?

Hon. Mr. DomviLLe.—The company sent these papers to us and we received them.
Mr. Coster.—And the editor himself is the vice-president of the company.

The CrarMaN.—The objection would be well taken if these documents were not

sent by the company to the policy-holders. The company would not be responsible for
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any publication by one of its officers, but if the company forward that publication as
the condition of their affairs, then they become responsible for it. As long as these
documents have been used by the company to represent their views they must be
admissible.

Mr. Coster—We will undertake to prove they have been sent out. I asked the
witness if they had been issued by the company, and he said yes.

WirNess.—I said in a general way I thought they were.

By Mr. Coster, Counsel for the Committee :
. Q. Take the sworn report of the ITnsurance Department of the State of New York
for 1900, page 7, schedule B —A. Yes.

Q. I see a statement there that at that time the Mutual Reserve Co. had 4,000
shares of the National Life Insurance Co., the market value being given as $302,000
and the amount in loans being $200,000 —A. Yes.

Q. That is correct, is it not %~—A. That it held those shares as collateral for a loan
_of $200,000.

Q. Look at the insurance report of 1901, New York Insurance report, December
31, 1901, page 7, schedule B %—A. Yes.

Q. Is there anything there to show that the Mutual Reserve Life Association at
that date had the 4,000 shares of stock ?—A. They did not have that loan outstand-
ing at that date.

Q. What was the actual amount of the loan on these 4,000 shares of stock —A.
$200,000. It was a security received by us from the Northwestern Mutual of Chicago
in the re-insurance of the company’s business. :

Q. Is there anything in that report of 1901 to show what became of the $200,000
loan ¢ You say it was paid back 2—A. No more than of any other loan that would be
paid back or any other security disposed of.

Q. You can find nothing in the report of 1901 showing that— %—A. There is noth-
ing called for by these blanks to show any changes that were made in investments, or
where investments were paid in blank, does not call for anything of that kind. It
simply calls for a schedule at the end of the year for securities of the company in which
moneys are invested.

Q. The money was returned %—A. The loan was paid for.

Q. Why does it not appear in the accounts ¢—A. Why should it appear in the
accounts any more than any other ?

Q. Under what head does it come? Premium income—A. It does not come
under any head in the income.

Q. Where it is shown?—A. Tt was already in the ledger assets of the company. It
does not need to go into the income to continue in the ledger assets in a different form.
If we sold a piece of real estate we should not put the proceeds of that sale in our
income. It is merely a change of form of the investment.

Q. That is the only explanation you have to make %—A. That is the only explana-
tion that could possibly be made. This blank is not the balance sheet blank. It is
simply a statement of income and disbursements, but it starts with the ledger assets
at the beginning of the year, and adds thereto the income, deducts therefrom the
disbursements, the balance being the ledger assets at the end of the year. Then it
calls for a statement of what the ledger assets are invested in. That is the blank of
the New York Department.

Q. And the assets increased by that amount during the year, T suppose —A.
They did not. The $200,000 was in the assets at the beginning of the year in one
form, and in another form at the end of a year also in the ledger assets.

Q. Is it irregular to take stock of another life insurance company? Do you
know that —A. Under the law of New York a life insurance company is forbidden
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to loan on or purchase the stock of another life insurance company, but there is a
provision that in a case of re-insurance, or in event of the cancellation of a debt, it is
permitted to take that security and count it into the securities for the time being.
Tt cannot hold it permanently under the law of New York. ’

Q. Look in that report of that year. I see $210,666.87 for commuting renewal
commissions. Is that right —No answer.

By Hon. Mr. Wilson :

Q. I think you stated the law of New York denied the company the right of pur-
chasing stock in another company ?—A. Yes.

Q. How was it that they purchased the assets, the stock and interest of the P.P.I.
of Canada ? If the law of New York prohibited it. could they extend into a foreign
country  and purchase the company’s stock there?—A. I did not know the Provincial
Providence had any stock.

Q. You said stock and assets #—A. No, I said the law of New York forbids us
to purchase or loan upon the stock of another insurance company.

By Hon. Mr. McSweeney :
Q. You bought it outright —A. We simply took the business of that company.

By the Hon. Mr. Wilson :

Q. You then purchased the stock or business of the P.P.I. contrary to the law of
New York 2—A. Not at all. The law of New York forbids us purchasing the capital
stock or loaning on the capital stock of -any company: in point of fact that law did
not exist in 1896. It has been enacted since; but it forbids us to purchase the capital
stock or loan on the capital stock of another insurance company. It did not forbid us
from purchasing the business in force in another company.

Q. Did you not, when that suit was entered against your company in New York
by Mr. Morgan—did you or did you not plead the impossibility of the legal trans-
action of purchasing this stock as one of the reasons why the suit should not be pro-
ceeded with —A. We did not.

Q. I am wrongly informed, if I have been informed that there was any stock of
the Provincial Provident %—A. There was no stock of that company.

Q. You bought the assets%—A. The law of New York provides that an insurance
company shall not loan on the stock of another insurance company, or to purchase
that stock. It does forbid us re-insuring the business of another company and taking
its assets in consideration of that re-insurance, but it does not allow us to buy the
capital stock of a stock corporation.

Q. Can you buy the Mutual operations —A. We can take the business or we can
take the business of a stock company and receive consideration for that, but not pur-
chase the shares of stock of such company.

By the Hon. Mr. McSweeney :

Q. You can get possession all the same ?—A. Yes.

Q. The result is the same %—A. No, I do not think the result is the same. What
the law of New York intends is that a life insurance company shall not loan its funds
or purchase the capital stock of another company which is intended to run along as an
independent institution.

By Mr. Coster, Counsel for the Committee :

Q. Speaking of the purchase of the P.P.I, all you know is that you agree to pay
them $100,000, or equal to that, and afterwards you found it would be illegal to carry
out your contract, and you did not give it to them %—A. No, that is not the situation.

Q. They did not get the money ¢—A. They never paid us the money that was the

foundation of the contract or agreement.
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Q. They never got the money as a matter of fact, did they ?—A. They never
carried out their agreement as to making us the payment, and the payment was con-
ditioned on their first making payment to the Mutual Reserve.

Q. They were to hand you $100,000, and you were to hand it right back to them %
—A. TIf they paid us equal to the admission fees they were to receive consideration for
turning the business over to us, equal to the admission fees, and a percentage upon
future dues. When they came to tender us their payment, they tendered us trust funds
which were charged to the trust, and which we 1efused to receive because charged with
the trust.

Q. You got them %—A. We got them charged with the trust for the new policy-
holders, not however, to be paid to anybody as expense moneys, or anything else.

Q. So you found you were unable to carry out your arrangement with them %—
A. They were unable to carry out their arrangement with us.

Q. And you were unable to carry out your arrangement with them, too %—A.
They were unable to carry out their arrangement with us.

Q. They handed you over all the assets they agreed to %—A. No, they did not
hand us over all. :

Q. But they handed over to you the assets they represented themselves to have ¢
—A. On the order of their policy-holders, in a meeting called for that purpose, they were
instructed to turn over to us the trust funds of the institution charged with the trusts
under which they held them, and we were to receive them charged with that trust and
administer that trust for the benefit of the policy-holders.

Q. The only difference is, they were charged with a trust ?%—A. There was a
material difference.

Q. But that was the only difference ¢—A. No. We are administering that money
under a trust.

Q. They did carry out their agreement to give it to you, subject to a trust %—
A. They did not carry out their agreement, and they asked, themselves, to have their
agreement modified, and secured from the Dominion Government an extension of
their license for the purpose of having it modified.

By the Chairman :

Q. Do I understand that if these people had carried out their agreement, you
would have given them some remuneration —A. If they had paid money as admission
fees without any trust on them, we should have paid the money to them as the con-
sideration for doing so.

Q. They would get the benefit and not the policy-holders?—A. Yes.

By Mr. Coster, Counsel for the Committee :

Q. With reference to that $211,666.67, what is that for ¢ You say from commuting
lrenewal commissions%—A. It was for commuting renewals, agents’ contracts, com-
missions that would fall due under them. We bought those renewals.

Q. You bought their contracts —A. We paid a lump sum instead of paying the
future renewals.

Q. How many agents do you think you paid that amount to ¢—A. I do not know.

Q. Abount how many %—A. I do not know.

Q. About how many #—A. I do not know.

Q. You were actuary of the company at the time, and made up the statements

Q. About how many agents did you pay that sum of money to —A. I do not
know how many benefited by it.

Q. There would have to be negotiations with each one, because you would have to
fix the value of it, would you not —A. The various contracts would have to be bought
up, based on their value. . %
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. Q. There would have to be negotiations on each one, beeause there would be no
fixed value in the contract—it was the expectation of what he would get %—A. There
were certain rules about the purchase of renewal contracts.

Q. About how many agents were there %—A. I do not know.

Q. A dozen —A. I do not know.

Q. Can you tell me the names of any of them %—A. One of them was named
Merrion. :

Q. What is his first name %—A. I forget his name.

Q. What is his address —A. I think he lives in Detroit.

Q. About how much money did you pay him —A. I do not remember now, but
the larger part of that was paid to bir-. :

Q. The larger part of that $210,000 was paid to him, was it —A. Yes.

Q. What is his first name —A. I do not remember his first name now.

Q. What was he, an agent of the company, or what %—A. He was a representative
of the company who represented the transfer of the Northwestern Mutual Life
Assurance Company to the Mutual Reserve—the re-insurance of that company.

Q. What was his name?—A. I do not remember his first name. I presume 1
shall before I leave here, recall his first name. I do mnot recall it now.

Q. You say Mr. Merrion is of Detroit, Mich. —A. I think he is living in De-
troit. Mich., now, but I am not certain.

Q. Where was he living then?—A. In Chicago.

Q. What was he—a lawyer?—A. He was.

Q. How long had he been agent of the company —A. I think he was appointed
in May, 1900, that is my impression. He was the agent who secured the transfer
of this business to the Mutual Reserve, and it was under contract we gave him a
renewal interest in that business, and we retired it by buying his renewal interest.

Q. So what you did was, you paid him $210,000 for his services in securing the
transfer of that Northwestern Company ?—A. That money was not all paid to him,
but we entered into a contract with him for a renewal interest in business trans-
ferred to the company, not the Northwestern, but a genera] contract and under it he
secured this transfer, and he had a renewal interest extending over several years, and
the expenses of the premiums

Q. What you mean to say is, he was employed by you to get this business?—A.
He was employed by us under contract as an agent to secure the transfer of business
to us, or secure business,

Q. And the greater part of that amount was paid to him?—A. A very consider-
able portion of it was paid to him.

Q. Had that payment anything to do with those four thousand shareg in the
National Life?—A. No.

Q. tnere is absolutely no connection between those two transactions?—A. No,
there is no connection at all.

Q. Nothing at all%—A. We paid him the money.

Q. I know you paid him the money, but was there any connection between the
two transactions ¢ Did not that $200,000 get to him eventually —A. Not $200,000,
but whatever we paid to him got to him. It is on the statement here. :

Q. That is a different proposition; that is $211,000, but had not that $200,000 in
the National Life shares something to do with this?—A. No.

Q. That money did not go to Merrion?—A. There was a considerable portion
of this $211,000 paid to Merrion, as I have testified. It was not any particular sum
of money to the company, it was any money, not more that money than any other.

Q. Did no portion of this $211,000 go to him?%—A. I do not say anything of the
kind. The money was taken from the funds of the company and paid to him. It
might just as well be the proceeds of that note as any other money. I do not know
any particular money that was taken to pay him. ' The money was paid him and it
was taken out of the monies of the company.
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Q. Look at the report to the Insurance Department of New York, dated De-
cember 1, 1900, under the head of Ledger Assets. It appears, does it not, that therse
was due from agents, $79,719.84?—A. Yes.

Q. And under the heading of Non-ledger Assets there appears ‘agents $402,702.66’
—that is right, is it?%—A. Yes, those are the figures.

Q. Those would be moneys advanced to agents, would they?—A. Yes.

Q. And these amounts together make $482,421.50%—A. Yes.

Q. In the sworn report made to the Insurance Department of Wisconsin for that
same year, is the item °Agents’ Debit Balance $482,222.50° the same as the two
items relating to agents in the report to the State of New York?—A. I have not
the Wisconsin report before me, but if they foot up the same they are the same.

Q. Look at page 2 of the statement handed to you—that is the same, is it not?—
A. Yes, I presume practically the same.

Q. Now look in the report to the State of New York for December 31, 1901—
‘Balances due from agents, $88,228.69 *—is it not?—A. Yes.

Q. And also look in that report at the items appearing under the head of mnon-
ledger assets, and inform the Committee as to whether there is anything entered there
under that heading relating to agents’ debit balances?—A. The item is not entered
there.

Q. Where is it?%—A. Tt appears upon our ledgers, but is not entered in this
report.

Q. It is not in the report there?%—A. No.

Q. Why is it not in that report?—A. Because upon the New York Insurance
Department making an examination of the company, we based our report upon their
findings, and they did not carry that in as an asset.

Q. They would not allow it to you as an asset?—A. It was not claimed in the
other statement as an asset: it was excluded.

Q. Why was it put in one year and left out another year9 It amounts to about
$400,000 ¢—A. That was accumulated agents’ balances running back almost to the
begmnmg of the company. and they still appear on our books as before, but are not
carried in this schedule.

Q. They are no good?—A. I think they are of very little value

Q. They have no value?—A. No value.

Q. But they were first left out in 1901%—A. Yes, they were first left out in
1901,

Q. And that was by order of the department %—A. No.

Q. Why did you suddenly take them out?—A. I do not know that there was any
particular reason. They had been carried for a number of years, and they did not
appear in our assets at all, and they were finally omitted and only the live and cur-
rent accounts were carried into the ledger assets and have been carried since.

Q. How many policies about were there which provided for the payment of the
bonds in cash—roughly speaking?—A. My impression is—of course none of those
policies were issued since I have been there. but my imprsession is it was with re-
ference to policies issued since 1881. About 1,300 of those policies were issued.

Q. Would it not be less than 600 now %—A. Probably there are not more than two
or three hundred. T do not know that there are even that many, but I am only speak-
ing as a general impression. I am not attempting to testify accurately as to the facts.

Q. No bond statements made any such provision and only a few of the bonds, did
they not, for the payment of cash %—A. Comparatively few of the Bonds and none of
the bond statements.

Q. And notwithstanding this fact, were not the bonds and bond statements indis-
criminately, cash and the proceeds thereof, paid as commissions to agents %—A. No.

Q. You say that is not true %—A. That is not true.

Q. No portion of them —A. No. :
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Q. You say then that that $394,000 list shown you from agents in December, 1891,
less than there was in 1900, was practically written off —A. At the close of 1900, the
live accounts of advances to agents amounted to $79,719.84. Aside from that, there
were accumulated amounts upon the books dating back to the beginning of the com-
pany of $402,702.66. In the 1901 report the only account that is carried is of the live
accounts, representing $79,719.84 and the changes that may have occurred therein,
making it at the end of that year $88,228.69. The $402,702.66, which were moneys
expended in getting business and charged to agents, was practically written off as an
expense of the company.

Q. Was any of that $394,000 and upwards paid into the treasury of the Mutual
Reserve Fund Life Association —A. I do not know whether any of it was or not.

Q. If it was, it was very little %—A. It was very little. It was accumulated
advances that dated back and accumulate on the books without being written off.

Q. Do they stand there now >—A. Yes.

Q. How do they stand %—A. They stand there as nothing except as accounts of
moneys that have been advances to agents. They do not appear in our assets.

Q. When does an advance to an agent cease to be an asset?—A. It is never included
in the admitted assets of the company.

Q. What fund is it charged to when it is made %—A. Tt is charged to advances to
agents and goes into the schedule of ledger assets, but in making the statement of the
company is deducted from the heading ¢ Non-admitted Assets.’

Q. It is never admitted as assets %—A. Tt is never admitted as assets.

Q. But the agents are supposed to account to the company. When it comes back
how does it come ¢—A. It is simply one of the assets of the company converted into cash.

Q. But it is not an asset?—A. Tt is on the ledger as an asset, and as in the
statement made to the public through the Insurance Department, it is never admitted
as an asset; it is always deducted as a non-admitted asset.

Q. In the first place, was there not a sinking fund—some provision about making
a sinking fund, for' what was called real estate at the corner of Broadway and Duane
streets #—A. There was an amount carried to the sinking fund and charged as one of
the expenses of the building for a time.

Q. How much did that amount to —A. T have not the figures before me as to the
amount,

Q. Look at page 98 and see if that is not there ? Perhaps you could tell us from
memory what it is ; I think, as a matter of fact, it is $84,000 2—A. $84.403.19.

Q. In what year %—A. 1898,

Q. See if you cannot find another one %—A. There is no such item.

- Q. Let us look at 1901 ?—A. Yes, $52,260.09. :

Q. What became of that —A. It is among the assets of the company.

Q. Where is it shown in your reports afterwards —A. The separation is not made.
After 1901 we ceased to report upon the assessment blank to the New York department
which called for those divisions and reported upon the legal reserve blank, which is an
entirely different blank, and does not call for it.

Q. And that sinking fund is there yet #—A. We have the funds still.

Q. To the credit of that account —A. With whatever changes may have occurred
in the meantime.

Q. Has it not increased —A. I do not know what changes have been made. At
the time of the change to the old line basis the New York department valued the lease-
hold at $526,000. We have adopted since then the practice of charging off from the
value of that building each year a sum that will reduce the leasehold expiration—at the
expiration of the leasehold will wipe it out—so that we carry it in our statement at
$490,000 instead of $526,000, at which the New York Insurance Department valued it
two years ago, a deduction being made on account of the expired policy-holders, and
being a substitute for a regularly established sinking fund.
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Q. How much is the sinking fund you have there now, roughly speaking %—A. I
have not examined it.

Q. Does it not show in some of the reports #—A. No, it does not.

Q. Here is a statement made from those statements. You will see it is correct #—
A. From those statements made here in lump sums, I should be unable to go into these
figures of disbursements and the statements in the schedule ‘C’ and difference alleged.
As T stated, these figures cover all our real estate, not simply our building, and I am
perfectly willing to obtain the facts and present them to the committee.

Q. Will you admit that is a correct copy of the statement taken from the annual
report %—A. No, I should admit nothing in regard to those figures.

Q. We will have to go over it.

Mr. AYLESWORTH.—It may go in, I think, on the statement of Mr. Coster that it is
practically correct.

By Mr. Coster, Counsel for the Commatiee :

Q. These are tables showing from the sworn reports year by year the disburse-
ments on one page and the disbursements on another page in which there are very
large differences %—A. I am perfectly willing to obtain the information in detail
which will enable me to go into it.

Q. This is a statement, the sworn reports of the Insurance Department of the
State of New York. In the year 1897 in one page of the report disbursements $137,-
554.87, and in schedule ¢ O’ of the same report $137,497, a difference of $56.92, and the
cost value of real estate, $535,528.14. What is that difference between the two pages
of the report in the same sworn report—how is it made up —A. I do not know that
the two items are intended to cover the same matters, and I do not know how the two
items are made up. I am perfectly willing to obtain the making up of both the items
and submit them to the Committee in detail, and until that is done I cannot testify as
to whether the two items are intended to the the same.

Q. In 1898 there is a difference of $208 ?—A. My answer must be the same.

Q. In 1899 there is a difference of $27,284.40 —A. My answer must be the same.
I think I could explain it, but I am not going to undertake to explain it without having
the details, and I am willing to bring them to the Committee.

Q. And in 1900 there is a difference of $23,899 ?—A. Yes.

Q. Same answer —A. Yes.

Q. In 1901 there is a difference of $52,000 ?—A. Yes.

Q. In 1902 we have not the report here, but in 1903 they are about the same :
that you do not know how to explain ?—A. I am not attempting to explain it with-
out the details and seeing the way the two items are made up.

Q. In the 1897 report you state the cost of real estate to be $535,528.14; in 1898,
$563,318; in 1899, $560,312; in 1900, $576,086; in 1901, $679,910; in 1902 the amounts I
have not just before me. I may fill it in afterwards. In 1903, $682,848.04. Exhibit
11 reads as follows :— !
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REAL ESTATE AND INVESTMENT EXPENSES.

TaBLES showing expenses of Real Estate, including Taxes, as per statement under the
heading of Disbursements, and as per Schedulee ‘ C’ in the sworn Reports to the
Insurance Department of the State of New York.

Year. Disbursements. | Schedule C. Difference. %’:{tﬁ%&;‘isf
L SR e S e $ 137,554 87 | $ 137,497 55 $ 56 92 | 8§ 535,528 14
1 e e S R e 141,50 45 141,296 12 208 33 563,318 54
L e R e o > 101,736 64 129,021 04 27,284 40 560,312 44
{0 R PSR S e e ) 108,669 32 132,569 11 23,899 79 576,086 31
L e e S e B 192,937 74 140,928 53 52,009 21 679,910 96
1L e GO s et Pl e e sl il it R e e i G e B s e
151 B M e R e N Ak 125,703 74 120,708 .90 f i i 682,848 04
DISBURSEMENTS DURING YEAR.
Year. T%::ag: ;:33,1 Iﬁ;;?;g::t
Investment.
897~ A T e e S R e rh RS a e e $ 19,091 04 $ 2,304 00
L e A e e e e e eI e 20,463 96 2,200 00
e e e e S e S L R e S ety 2,516 16 1,450 00
L e N R s e e S P e g S e e e e e 3,204 71 1,200 00
1B T e e Bk e e s e T e e 88,035 75 12,000 00
et e e e e L e e e S e G D
o N S R B B B e T P TG b SR Gt o 22,956 06 900 00

Q. How did the cost volue of the real estate increase “—A. Why there were con-
stant changes, we did not own the same real estate ‘exactly, the same items of real
estate all the time; there were constant changes. ;

Q. You had real estate all over the world %—A. No, our real estate is confined
almost entirely to New York, except some items in Chicago. The schedule shows
how many items each year. § :

Q. But you never changed the value of any real estate 2—A. We probably did
not change the book value. We may have changed the market value.

Q. But the cost value of the real estate %—A. The cost value of the real estate there
was as I have stated before. In reference to the building there were certain adjust-
ments, of which I do not recall the details, which alter the valuation and book value
of those premises. Now in 1897 by the report I see there is $19,091.04 taxes on real
estate and investment, and $2,304 investment expenses. In 1898 the taxes are $20,-
463.96 and $2,200 investment expenses. In 1889 the taxes are $2,516.16 and $1,450
investment expenses. In 1900, $3,204.71 and $1,200 investment expenses. In 1901,
$88,000 and $12,000 investment expenses, and 1902 is not filled in here. I will see
that it is filled in. And 1903, $22,956.06 and $900 investment expenses:
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Q. What makes the great difference between those documents ? They are
the same amount of real estate, but yet the taxes vary per annum from $2,000 up to
$88,000 ¢—A. In 1899 and 1900 we disputed with the city of New York the valuation
of the property and the taxes levied upon us. The taxes levied upon us were not paid
on account of the dispute, but were carried into our liabilities as a liability of the
company. In 1901, suit having been entered for the purpose of adjusting the matter,
we were advised to make the payment of the three years, which we did, and began our
suit against the city for the recovery of the amount, which suit is now pending simply
before the referee as to the amount that shall be returned to us.

Q. So that you actually paid $38,000 taxes in 1901 —A. Yes.

Q. That you have a voucher for, and $12,000 investment expenses —A. I was top
tifying as to the taxes, as to the matter of investment expenses.

Q. They went up that year to $12,000 —A. As to that item, I cannot testif)

Q. What would the investment expenses be —A. I do not know.

Q. That $88,000 in 1901 was nothing but three years’ taxes #—A. That was thres
years’ taxes.

Q. And nothing more %—A. I presume, the interest on it.

Q. Nothing else besides the taxes and interest ~—A. No.

Q. They charge you interest on the taxes —A. Yes.

The Committee then adjourned till 10 a.m. to-morrow.

‘WEDNESDAY, June 23, 1904.

The Committee met at 10 a.m.
* Direct examination of George D. Eldridge continued.

By Mr. Coster, K.C., Counsel for the Committee :

Q. What are the expense dues on the five-year distribution policy plan ? When
was that plan first instituted —A. In 1896.

Q. And what were the expense dues at first —$4.50 per thousand.

Q. The same at all ages %—A. Yes.

Q. And have they been changed since then %—A. They have not.

Q. They are the same to-day %—A. Mr. Chairman, before proceeding I should like
to have produced the paper concerning which I was questioned yesterday, where there
was a showing of a sudden increase in the investment expenses of from $1,200 to $12,-
000. I suspected at the time—I had not time to examine it then, having no papers
before me—that there was a mistake in that, and I think I can demonstrate there is a
mistake in the figures as given.

Q. Exhibit 11 is the sheet that was made up —A. By this paper it was shown
that the investment expenses in 1900 were $1,200 and in 1901 they were $12,000, and T
was asked to explain the sudden increase. By reference to the certified copy of the
report of December 81, 1901, schedule 3, being disbursements under the 16th division of
schedule 8, there is a printed statement, all other items in detail, namely, and then there
are lines here to introduce writing items. The first one here is investment, and the
figures are given, $12,000, in this certified copy. There are eight items which are footed
$420,878.90. - Now, if you will take the seven items, excluding the investment expenses,
which are laid down here item by item, and foot them, you will find they amount to
$419,678.90, and if you add $1,200 to that, being the investment expenses of the pre-
ceding year, you will get the total that is carried into the schedule here of $420,878.90,
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so that it is perfectly evident on the face of the return that it is a clerical error, pro-
bably in copying the report of the New York Insurance Department, of putting $12,000
down instead of $1,200.

By the Hon. Mr. Gibson :
Q. It adds up that way %—A. Yes.

By Mr. Qoster, K.C., Counsel for Commaittee:

Q. But it is $12,000 in the report #—A. Yes. I am not imputing any wrong inten-
tion to any one. It is evidently a clerical error in copying in the New York department.

By the Hon. Mr. Béique :

Q. I understand that some time in 1898 the company invited the policy-holders to
pay what they called uniform rates instead of paying current costs as they accrued —
A. We had adopted level premium rates in writing our business, and we offered to the
old policy-holders of the company to make an exchange if they desired. ’

Q. Was there a considerable number who responded to that invitation %—A. My
impression is that there were about 3,000 made the exchange.

Q. In Canada %—A. No, there were comparatively few in Canada. I think that
the exchanges in Canada amounted to about three-quarters of a million dollars, probably
covering three or four hundred policies.

Q. Had the company any right to change the condition of a policy in that respect 2.
—A. With the assent or upon the request of the policy-holder, I think there is no doubt
that, the two agreeing, had a right to make the change.

Q. But suppose the uniform payments were insuficient to meet the. losses, where
would you have taken the money from to cover the difference —A. So far as the busi-
ness at that time in the United States was concerned, although the rate was the rate
charged by the old line companies, we were compelled under our charter to insert in
the policy a condition that in the event of the reserve becoming impaired, the policy-
holder was liable to assessment to make good that reserve. We had the right to pay,
if there was an excess of death losses, from the reserve fund, and if that failed, to
assess the policy-holders to make good the impairment. That was necessary under the
New York law. In Canada, in 1898, we included the same condition, because we were
operating under the assessment law. We issued no policy in 1898, even in Canada or
in the United States, that did not provide that in case the reserve became impaired the
policy-holder was liable to assessment to make it good.

Q. But I am referring to the circulars which you issued to shareholders inviting
them to change the mode of payments, and to pay by uniform payments, instead of
paying as losses accrued, and it was held out to them, I believe, that their rates would
not be increased if they accepted the latter plan %—A. I misunderstood what you were
referring to. You are referring to a circular that was issued where we offered to the
policy-holders who were paying increasing rates, the right to take a tommuted rate
which should be uniform as far as the rate was concerned, instead of the increasing
rate, but that was so shaped, both the rates and the agreement and the circular, that
whenever we were obliged to increase from the rate laid down against the attained age,
the policy-holder taking the commuted rate had also to pay an increased number of
assessments on the original rate. That is, if there was a man who was paying an
increasing rate, which was suppose six assessments a year, was called upon to pay on
his increased liability, the policy-holder who took the commuted rate would have to
pay seven on the commuted policy. We had no right under the Canadian law to limit
the amount that could be collected. ;

- Q. I find from a copy of correspondence exchanged between your company and
Mr. John S. Hall—A. He is, I think, the only one in Canada who owns such a
changed policy.
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Q. I find on May 25, 1898, he wrote you, ‘I do not understand quite clearly, also
that if the chartered articles of association provide for assessments, how these can
be commuted. An answer to this will oblige” Then you answered on May 31, ‘In
relation to the commuted rate, I have to say that no condition of the policy you now
hold is changed save that by reason of the application to future profits in the directing
of giving you as low a rate as possible, the contract application of surplus towards
bonds is waived, and in view of the increasing rate towards the cost is payable by
uniform rate” This seemed to be holding out that your company had the power to fix
the rate definitely at a uniform rate which could not be increased —A. The rate
could not be increased, but the number of assessments could be increased. There
is a very great difference in that regard, because a premium and a rate are two very
different things. The rate under all our policies is fixed for each age, hut the law
of Canada says that we shall levy as many of those assessments to pay our losses in
full ; so, whether the rate is a uniform rate throughout life, or a rate fixed year by
year, by the actual age of the insured, the right must be retained to levy as many
assessments, and the law ofCanada compels us to as are necessary to pay the losses.

By the Hon Mr, McMullen:

Q. The rate you mean is an annual rate—an annual sum?—A. No, the ratz
fixes the ratio of payments between members at different ages. That is, if there is
$100,000 to be raised to pay death losses, that $100,000 is to be distributed among
the members of different ages according to these rates. Now, if there is $80,000 to
- be raised, that $80,000 is to be distributed according to rates. If there is $150,000 to
be raised, that $150,000 is to be distributed among the members of different ages
according to the rates applying to their several ages, but the law compels us to issue
a sufficient number of assessments to meet the losses.

By the Hon., lr, Beique:

Q. On referring to another letter written by Mr. Hall, on the 23rd of November,
1898, I find the following:—

‘ Have the association power to commute, and where is the authority to' be found?
Is there any lawk in the State of New York or any other state requiring assessment
companies to base their calls according to the age, &c., of the assured, and thus make
an increasing rate?’ >

And you answer that letter on the 7th of December, 1898 :—

‘ Referring to your favour of the 23rd ultimo, asking if the association has
power to commute a rate, I beg to say that section 4, article 2, of the constitution
and by-laws adopted by the members, provides that the corporate powers of the asso-
ciation shall be vested in the board of directors, who shall have power to adopt such
rules and regulations as they deem necessary, not inconsistent with this constitution
or by-laws, and to amend the same and to fix the amount and rate of assessment fees
and dues. Section 8, article 11, of the constitution of by-laws also provides that the
board of directors shall have authority to fix and determine the amount of benefits
for which certificates of membership shall be issued, rates of assessments, admisssion
fees, and annual dues. You will thus see that the authority of the association to fix
this commuted rate is ample.” In reply to the question whether any law of the State
of New York or any other state requires assessment companies to base their rates
and calls on the age of the assured and thus make an increasing rate, I beg to say
the, laws of the several states leave it in the hands of the several corporations to fix
the method by which the cost of insurance is to be paid by the members ; with the
provision, however, that the amount to be required of the member shall not be limited
to a sum below the sum necessary to enable the corporation to meet all these claims
at their maximum face value. In point of fact almost all associations, as in the case
of the Mutual Reserve, offer contracts calling for the payment of the cost in differ-
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ent ways, and therefore the method of paying the cost is a matter of contract and not
of law. As, however, the cost itself is an increasing one, it is inevitable that there
must be an increase in the price or in the number of assessments called, unless
through an accumulated or uniform rate increased cost is met by uniform payments
sufficient at the outset to provide an accumulation which in the latter years will take
care of the cost in excess of direct payments made.

Q. That is the explanation to which you referred, I suppose, in your previous
answer —A. Yes. .

Q. But policy-holders have been complaining that they were given to expect that
if they changed the plan and adopted uniform rates there would be no further assess-
ment made on them?—A. I have had called to my attention at the most three com-
plaints that that provision was misunderstood. Mr. Hall is one. Mr. Hall, I think,
is the only policy-holder in Canada who made that exchange and holds his policy, and
I think there was but one other exchange in Canada made excepting Mr. Hall’s.
When I testified that there was several millions changed, I had not this in mind, so
I should want to correct my statement in that regard. There was not over $1,000,000
changed, I think, on this basis. I know, as I say, but three complaints in regard to
misunderstanding, that have come to my attention.

Q. Could you give us an idea of the difference between the rates on your assess-
ment plan and what they would have been under the legal reserve plan %—A. Ths
members that have been in the longest have paid upon the assessment plan somewhera
between sixty and sixty-six and two-thirds per cent of the premiums that they would
have paid upon non-participating level insurance issued at the same age.

Q. But the other members—that would not apply to other members?—A. Thers
are some members probably that have paid down as low as I should suppose fifty per
cent—that is the ten years distribution class of policy-holders who had practically a
ten years renewal of insurance. At some of the ages it would reach about fifty per
cent.

Q. Then it would vary between fifty and sixty-six per cent %—A. I should say
that is a fair limit—not exact.

Q. In answer to a question which was put by me on the order paper of the Senate
you furnished returns which I should like to have filed as Exhibit 12. The first ques-
tion is the total amount of income during the year in Canada and in the United
States separately for the whole period during which the association has been carrying
on business in Canada, to wit, from 1885 to 1903 inclusive, and I find that the differ-
ent amounts therein stated yearly sum up a total of $5,038,518%—A. That is about
the footing. There was an error

Q. At the bottom of that page you have amounts of legal reserve from 1899 to
1902%—A. That is from the 11th August, 1899. We began on the 11th August.

Q. Is that exclusive of the amounts appearing above %—A. Yes, exclusive of the
amounts as to Canada. Of course it is not included in the United States at all.

Q. This legal reserve applies to Canada only %—A. Only to Canada.

Q. Then on the next sheet you have an answer to the following question :—¢ The
total amount paid during the year to policy-holders in Canada and in the United
States separately.’ For the same period, the nineteen years, is it —A. Yes.

Q. From 1885 to 1903, inclusive, you give a total of $3,060,029 ¢—A. I presume
that is correct.

Q. As having been paid to policy-holders in Canada %—A. Yes.

Q. Are these amounts correct %—A. There may be a variation of a dollar or two
here and there, but otherwise it is correct

Q. Substantially, it is correct 7—A. Substantially, it is correct.

Q. Have these amounts been paid in cash to the policy-holders %—A. Yes.

Q. And the return to the first question is also correct %—A. 1t is. T desire to
make one statement in regard to the income in Canada. That includes membership

fees paid under the old system, and medical examination fees. Under the earlier
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" system af the company when the policy was issued there was a membership fee paid.
The first payment was a membership fee which almost invariably, in my time in-
variably, went to the agent. In the department returns of Canada they required
those membership fees, so far as it was possible to compute them, to be returned as
income and be placed in the disbursements, and these statements of income in Canada
include these. In the early history of the company also, the company did not pay
the medical examination fee, but it was paid by the applicant ; but the Canadian
department required a return of an estimated amount paid by the applicant for
medical examination fees and required that estimated amount to be carried into
income and into disbursements also, so that it appeared on both sides of the account.
While it was not money that passed through the hands of the company, it was treated
by the Canadian department as income and out-go.

Q. Then, if the company was charged with those items, such as medical fees and
membership fees, the company must have been credited —A. Yes, the department
required them to appear on both sides of the account. It made no difference in the
balance.

Q. It would appear in the item of expenses ?——A In the item of expenses—the
item of income and expenses.

Q. Of salaries, I suppose, to agents —A. Commissions to adents and medlcal
fees paid.

Q. At the foot of the second return you have also figures applying to the legal
reserve —A. Yes.

Q. How did this legal reserve come to be paid ¢ It was amounts that were taken
out of the legal reserve to pay death claims %—A. To pay death claims, surrender
values, &e.

Q. Let us take the next item : the total amount paid out during the year for
general or other expenses in Canada or in the United States separately ; giving
separately amount of salaries paid to officers and home office employees, again covering
the same period, and which I find total the sum of $999,865 in Canada %—A. Applying
to the assessment business.

Q. These figures are correct —A. Yes.

Q. And they cover all the general or other expenses of the company in Canada ¢
—A. Yes.

Q. For that period %—A. Yes.

Q. Tt would include those membership fees ?——A Yes, those membership fees and
medical examination.

Q. I see at the foot of this return you have also several items applying to legal
reserve %—A. Those are the expenses in connection with the legal reserve business
during those years.

Q. What kind of expenses were paid out of the legal reserve ?—A. Tt does not
mean out of the legal reserve, but it means the business done on the legal reserve basis.
From August 11, 1899, all business in Canada from that date is counted as legal reserve,
that is, it is subject to the legal reserve law.

Q. This is a return giving the amounts paid during each of those years for gen-
eral or other expenses ?—A. Yes.

Q. And what I should like to understand is how these amounts appear as having
been paid out of the legal reserve 2—A. That legal reserve does not mean the reserve
of the company, it means the business done on the legal reserve basis.

Q. If I understand correctly, it means that apart from the $999,865 expenses
chargeable to the assessment business, there are further amounts of expenses which
-were chargeable to the legal reserve business —A. Yes.

4 +Q. Then the next page gives the amount of salaries at the home office which are
smeluded in the expenses on the previous sheet 2—A. Yes.
: Q. What proportion of those salaries of the home office was charged to the Cana-
'dlan business %—A. There was no specific proportion of them charged to the Canadian
business.
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Q. Under what principle was it dealt with —A. Tt was paid as general home
office expenses.

Q. You gave, in the third return the amount of general or other expenses in
Canada, and it is supposed to be the full amount, and therefore it must include the
proportion of home office salaries chargeable to that Canadian business —A. Let me
explain. The third statement contains simply the expenditures made in Canada, and
does not include any portion of the general home office business, but simply moneys
that were spent in Canada, with Canadian people in conducting business here in
Canada.

Q. And you did not charge the Canadian business with any proportion —A. We
made no specific charge against any proportion in the office.

Q. Of the salaries outside of Canada —A. No.

Q. I notice that in this return giving the salaries at the home office, the salaries
of officers show a considerable increase from 1893, when it was $79,636.30, and in 1894
when it was $141,296.99. Could you give us any explanation as to the cause of that
sudden increase —A. I cannot.. In 1893 I was not connected with the company at
all. I went there in 1894, and I may say in explanation of this, that undoubtedly
the division between officers and employees which was required by the New York blank
was somewhat arbitrarily made. Sometimes it was a question who were included in
offices, and there were times when there were a good many that might be officers and
the positions not afterwards filled. In my opinion, a much juster basis of getting at
the question of official salaries would be to designate certain ones as officers, president,
vice-president, treasurer, secretary, assistant secretary, counsel, medical director—who-
ever were designated to take those offices year after year—and get the aggregate. It-
would be a much juster basis.

Q. That is an assumption on your part —A. Yes, an assumption on my part.

Q. And it does not seem to be very substantial, because I call your attention to
the column of the salaries of employees, where the same thing applies. In 1893, the
amount was $80,542.40, whereas in 1894 it had risen to $199,647.10, and in 1895 to
$225,619.40, and as a matter of fact it went on increasing for three or four years %—
A. As far as 1893 and 1894 are concerned, not being connected with the company in
1893, and only going there in 1894, T have not investigated that increase and shall be
unable to testify.

Q. But in a general way we would expect you would be able to account at least
for that very large increase from what it was during the years previous to 1895, when
you became connected with the company—the difference between that year and sub-
sequent years —A. Well, T am free to admit that I never looked into the matter of
that increase—never had my attention called to the large increase between 1893 and
1894. I am perfectly willing to submit to the Committee a statement.

By the Chairman :
Q. How can you do that after you have declined to state the salaries of the
officers %—A. I am only declining to state the individual salaries of the officers.
Q. How can the Committee verify it if you do not state the individual salaries ?
How can the Committee accept the statement as a whole %—A. I am perfectly willing
to submit a statement. : :

By the Hon. Mr. Béique :

Q. We have the total income in Canada for that period of time represented as
being $5,038,518, and the amount paid to policy-holders in Canada $3,060,029, and the
amount paid for expenses in Canada. $999,865, making a total of $4,059,894 to be
deducted from the total amount of income, leaving a balance of $978,624. What be-
came of this amount of Canadian money How was it applied apart from the por-
tion of it which may be in the reserve #—A. There is $244,000 representing moneys
invested for deposit in Canada on assessment account, the moneys in Canada at the
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end of 1903, and the balance is the contribution of the Canadian business to the gen-
eral expenses of the company and towards meeting any general death losses of the
company.

Q. That would leave a balance of $724,400 ¢—A. Yes, of which about $624,000
would be premiums of policy-holders and about $100,000 from interest on investments.

Q. Does not that look rather a large amount diverted from the Canadian policy-
Lo¥ers?%—A. It amounts to about $2 to about every $1.000 of risk that has been
carried for an average term of one year.

Q. That would be a contribution to general expenses?—A. General expenses of
the home office, and to any share in the general death loss if it was larger at any tims
than the death loss of the Canadian department.

Q. We have only the difference between what was paid to the policy-holders and
for expenses in Canada, and the amount which was received from the Canadian busi-
ness, so that there would be that element that you mentioned %—A. Certainly the
Canadan business, if the general death loss of the company on its business was for
a time less than the Janadian, would be entitled to contribute its proportion of thas
excess on the basis of the entire death loss. If subsequently the death loss in the
Canadian department became greater than it was in the general department, the re-
versal of the case would be the fact. Now, take for instance in the year 1901, as in-
dicating what has come in connection with that Canadian business; of every $100
that was received from premiums on the Canadian assessment business we paid $103
in death losses. Take in the last three years of every $100, we have paid over $77
in death losses. The time has got to come very quickly when the death losses will
undoubtedly consume more than the premiums received in Canada. When that time
comes, if we could not increase the Canadian assessments above the general assess-
ments of the policy-holders, the general policy-holders would have to make good the
deficiency. While we make separate accounts as required by the department, we
consider the Canadian business a part of the whole business of the company entitled
to the protection of all the assets and all the business of the company, and of course
to bear its burden with the other business.

Q. During later years, 1902 and 1903, had you many agents in Canada ?—A.
—We had not a great many agents in Canada. We were not pushing business vig-
orously.

Q. How many had you —A. I should say, a half a dozen probably.

Q. The expenses for 1902 are over $18,000, and that is exclusive of the legal
reserve business >—A. Yes, certainly.

Q. You were not doing an assessment business at that time?—A. We were col-

lecting premiums.
Q. And on what condition were you collecting premiums? You had agents
for that; you had agents merely on commission, I suppose?—A. We maintain an
office in Montreal, one in Quebec, and one in Toronto, and we have collectors in the
Maritime Provinces.

Q. But those offices in Montreal and the other cities you have mentioned were
for legal reserve business, I understand%—A. The agents were for the legal reserve
business, but the collectors there are mainly for the aassessment business. 7

Q. Were not the collectors paid by commission?—A. Yes.

Q. For the assessment part of the business —A. Yes.

Q. What was the rate of the commission %—A. The commission varies from two
and one-half to five per cent for collection.

By the Hon. Mr. McMullen :

Q. What is the name of the collection agent in Toronto?—A. Mr. Harvey.
Q. Have you an agent in Toronto ¢ Is Mr. Harvey the only agent you have in
Toronto?—A. He is our only agent at the present time.
Q. Your central agent?—A. Mr. Harvey is our chief agent under the law.
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By Hon. Mr. Béique :

Q. That rate of commission would hardly justify the payment of the $18,000
for 1902 %—A. Lhere is two per cent taxes, you must recollect.

By the Hon. Mr. McSweeney :
Q. Through all the provinces?—A. Practically now.

By the Hon. Mr. Béique :.

Q. On the amount collected 2—A. Yes, on the amount collected. There is $268,-
000 collected in 1902, and the expense was practically $18,000; that is less than seven
per cent. There was $268,000 collected in assessment premiums in Canada, and the
expenses in Canada were $18,000. Now we pay two per cent for taxes, leaving five
per cent for collections and all other expenses that there might be in Canada on that
business.

By the Hon. Mr. Domwville:

Q. You paid no two per cent in New Brunswick —A. T do not testify that we
paid it in all the provinces, but where we have the great bulk of our business we do.
We have comparatively little business in the Maritime Provinees. The great bulk
of our premiums is in Ontario and Quebec, and the returns to the department will
show that it is close to two per cent, but I am willing, to make it safe, to say one and
three-quarters, or one and one-half per cent; you have then only a little over five per
cent as the expenses of collection. 3

By the Hon. Mr. Béique :

Q. Let us take the fourth return—the amount appearing at the credit of the
reserve fund at the end of the year for the years mentioned. These amounts are
correct, I suppose?—A. Yes.

Q. They represent the reserve to which you referred as being mainly covered by
lien —A. No, this is the surplus of the reserve fund of the assessment business, and
this in essence represents cash or investment.

Q. But as far as cash is concerned, it is mainly covered by liens on policy ?—A.
No, this does not represent liens on policy at all.

Q. This reserve applies exclusively to the Canadian business —A. Oh, no ; this
is the surplus reserve fund of the association. 3

Q. So there cannot be any division made of these items between the Canadian
end the United States business 7—A. Excepting you take in the deposit matter on
the next page.

Q. Then the next page gives the total amount on deposit with the Canadian
Government at the end of the vear, the cost, the par value, and the accepted value,
with separate amounts applying to the legal reserve —A. Yes, separate deposits for
the legal reserve.

Q. These amounts are correct %—A. Yes.

By the Hon. Mr. Landry :

Q. What is the percentage of the deposit in Canada —A. To the premiuﬂ‘is
collected in Canada ? :

Q. What is the proportion of the deposit to the premiums ?—A. To the gross
premiums, including expenses, it is about five per cent, that is on the assessment.
The deposit here, I would explain, is the deposit as far as the legal reserve is con-
cerned at the end of 1903. It does not include the $40,000 deposited since the 1st
January, 1904.

By the Hon. Mr. Beique :

Q. Then you have on the next page the total amount ‘of assets of the company
at the end of the year, and what portion thereof in Canada, distinguishing as far as
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possible in all the above, between policies issued previous to, and subsequent to the
11th August, 1899, and between the business resulting from policies issued under the
assessment plan and level premium policies. You take the first column, assets other
than policy-holders’ premium obligations. You take the first year $590,623 as assets
in Canada ?—A. The first column is the total assets of the company.

Q. The Canadian business is in the third column ?—A. Yes, and that includes
both assessment and legal reserve, and on the next page there is the division between
the assessment ‘and legal reserve.

Q. You take that third column where you find the amount of assets other than
policy-holders’ premium obligations in Canada, $50,000, and you have as income for
that year in U'anada $42,816 only : how do you account for the difference %—A. Before
we received our license in Canada in 1885 we had to bring $50,000 from the United
States and deposit here with the Minister before receiving a license.

Q. Then you take the item applying to 1903, $398,678 of assets in Canada : how
is this amount made up apart from the reserve, both legal and assessment, which
amounts to about $234,000 ; how is the difference made up —A. A portion of it was
money in the banks in Canada.

Q. How much %—A. I do not remember.

Q. About how much ?—A. I do not recollect now. The synopsis of the depart-
ment gives the items. I thought I had it here, but I have not. I possibly may be able
to make it up.

Q. I find that the difference is $164,748 —A. The cost value of the deposit is
$236,821. >

Q. I take the deposit in Canada $218,938 applicable to the assessment business—
I take the aceepted value —A. That accepted value has been revised by the Treasury
Board since the 1st of January, so it did not appear as that on the 1st January.

Q. At all events it would make only a small difference —A. I should say that
there is about $80,000 which are notes and certificates of lien or loan by the legal
reserve policy-holders which is counted by the department under the law as part of
the reserve, und that there was somewhere about $40,000 to $50,000 of deposits in
bank, but that may be larger than that. P

Q. Could you give us a memorandum accounting for it %—A. I will refer to the
report after the meeting is over and give a memorandum. It is made up of cash
loans and premium obligations. That does not count deferred premiums, $84,576.63;
stocks, bonds and debentures, $260,381.53, cash on hand, in books or deposited with
the government, $51,780.30, interest and rent due and accrued, $1,939.61. I think
that will make $398,678. Then outstanding and deferred premiums, which you will
find on the last column, $44,480, make a total of $443,158.

By the Hon. Mr. McSweeney :

Q. Did they make some change in the valuation ?—A. The department made
some change. e

Q. Reducing it how much —A. It is about $10,000 that they have reduced the
valuation. '

By the Hon. Mr. Béique :

Q. Turn to the last page of those returns; the two first columns are the assess-
ment business in Canada ?—A. Yes.

Q. What is the difference between the two first columns ?—A. Take it on the last
page, the aggregate of the two columns, head one is the amount given in the third
column on the preceding page, and the aggregate of the columns, head two, the
amount given in the last column on the preceding page.

Q. $44,480 %—A. Yes.
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Q. Since 1899 the company has carried on business in Canada only on the legal
reserve basis %—A. Yes.

Q. All the rest under the Insurance Act, are fully protected by the deposits 2—A.
Yes, the deposit covers the reserve over and above the obligations of the policy-
holders.

Q. And therefore whatever may happen to the company those risks could at all
times be ré-insured with the amount of the deposit —A. Undoubtedly.

Q. Now let us treat those policy-holders as, say class No. 1 of the policy-holders
of the company,.and treat the other policy-holders, those remaining under the assess-
ment plan as policy-holders No. 2. The Bill which is now before the Senate contains
provisiong to take care of those policy-holders, which are by means of options which
would enable them to transfer their policies from the assessment plan to the legal
reserve plan. What objection would you see to means being devised to take care of
the policy-holders whose policies have lapsed from the time the assessments became
prohibitive in their nature, and making a third class of them, charging their policies
with the proper amount as representing the value they received from the fact that
they were insured and imposing upon them the obligation of furnishing a medical cer-
tificate before the policy is revived %—A. I see no objection to it at all, none whatever.

Q. You think that a plan could be devised——

Hon. Mr. Laxpry.—I submit that our reference does not cover this.

Hon. Mr. Bfique.—For three or four days we have been wandering entirely out-
side the scope of the investigation, and is not my question within the scope of the in-
vestigation. The reference is to inquire into the position of the company in Canada.
Does that not involve the position of the company towards policy-holders, whose poli-
cies have been allowed to lapse, because the assessments from the nature of the plan
on which the business has been carried on by the company has become prohibitive.

Hon. Mr. LANDEY.—A proposition was made in the House to put the Bill which
is now before the Committee on Banking and Commerce before us, but it was not
done. We are here to investigate, not to find a means of coming to the aid of the
policy-holders. The Committee on Banking and Commerce will do that.

Hon. Mr. Bfique.—I fail to see any objection to placing on record the necessary
facts to enable the Senate when it deals finally with the Bill, to see whether the report
of the other committee fully covers the remedy which might be applied.

The CHAIRMAN.—If the Banking and Commerce Committee have no right to
gsecure this information, then it would be the duty of this committee to furnish it.

By the Hon. Mr. Béique :
Q. Do you think a plan could be devised which would be fair to the three different
classes of policy-holders to which I have referred ¢—A. I see nd reason why it could
not be done. I should be very glad to see it done.

By the Hon. Mr. Robertson :

Q. Do I understand by that that those policies which have lapsed where the
policy-holders have ceased to pay their premiums would be revived ?%—A. A plan, as I
understand the senator, by which they can be given the opportunity of restoring their
policies in force upon a fair basis to the other policy-holders of the company who have
maintained their payments and themselves.

By the Chairman :
Q. Would these policy-holders whose policies have lapsed, and which would be
‘revived under this plan, have any advantage from remaining in the company from
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over re-insurance in another company ?—A. Whether a plan could be devised which
would give them an advantage in that regard would be to a considerable extent a
matter of individual opinion, but I think an opportunity could be offered to them that
would be of some advantage to them over the taking of new insurance. I am only
speaking in general terms and not in any specific details, but I think something of
that kind could be done.

By the Hon. Mr. Robertson :

Q. Those policy-holders whose policies have lapsed and who wish to renew them.
would have to undergo a medical examination, and if they could not stand the exami-
nation of course they would be knocked out —A. On general principles, yes, but I
should be disposed in all such cases to take the basis of sub-standard or impaired risks
which of late years has become quite an extensive business, and a great’deal of experi-
ence in connection with it has been gained, and in all those cases, I should be disposed
to offer them an opportunity to reinstate on as fair terms as could possibly be given as
regards the other members, under some sub-standard or impaired risk basis.

Q. Even supposing the medical examination was not satisfactory =—A. Even though
the medical examination was not satisfactory. : :

Q. You would be disposed to treat with them on the basis of what they had paid in
former years —A. I should be very glad indeed to treat with them on that basis.

By the Chairman *

Q. That would be a matter of discretion for the company. Take a man of seventy
years who dropped his policy at the age of sixty-five and was sickly; you would not take
him into the company %—A. If the man was moribund T would not. We should have
to consider the interest of the mass of policy-holders against the individual.

By the Hon. Mr. Robertson :

Q. Supposing a man had died, leaving a widow, who had not been able to keep up
the assessments to the time of his death, would she receive any consideration e—A. T
do not see how it would be possible to give it.

‘By the Hon. Mry. Landry :

Q. You accept those who abandon the assessment plan to-day to go into the legal
reserve *—A. Yes.

Q. Is not that doing injustice to the mass of the policy-holders —A. In that we
place in the legal reserve basis

Q. Men that would share no more in the assessment ¢—A. You ask are we doing
injustice to the assessment policy-holders.

Q. To the mass ¢—A. If we were treating the Canadian policy-holders as a class,
they must ultimately pay their own death losses without the benefit of the general mass
of the company, but it is only the reserve policy-holders in Canada who are isolated by
the Canadian law. As far as the assessment policy-holders in Canada are concerned,
they are part of the entire company. They have the protection of all the assets
wherever they are, and they will never be charged any more for their insurance than
the same policy-holders would be charged in the United States for theirs.

Q. But in all cases the death calls would be increased by the amount represented
by those people who have changed classes?—A. Those people who have changed
classes have not only withdrawn their payments but they have withdrawn their liabi-
lity to death loss, and it is supposed that one advantage will compensate the other.

By the Chawrman :

Q. But you suppose the young go into the legal resérve and leave the old in the
assessment plan %—A. As far as the law stands to-day, where they make that change in
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(Canada they cease to be as Canadian policy-holders, liable for, any indebtedness or
for the losses of the assessment risks, but as far as the business in the Upnited States
and foreign countries is concerned, the fact that they are in the assessment branch or
in the legal reserve branch makes no difference as to the liability of all members for
the payment of death losses.

Q. But does not the advantage lie with the young who are insured ?2—A. I think
S0. :

Q. Then, if they go into the legal reserve and leave all the old policy-holders
under the assessment plan —A. Still going into the legal reserve they do not escape
the obligation to pay for the assessments.

Q. But it leaves the old people there?—A. It leaves the old people there, but it
does not burden them with any higher assessments.

<
By the Hon. Mr. McMullen:

Q. How long is it since your legal reserve branch was established ?%—A. The first
business of the legal reserve branch was done in 1899 under the Canadian law. In
1900 we obtained legislation in Massachusetts.

Q. All those that are taken into the legal reserve branch as new applicants for
insurance are subjected to a medical examination, are they not ?—A. No, they are
not.

Q. T mean where the parties apply for insurance in the first place —A. Oh, cer-
tainly.

Q. They are all subjected to the medical examination ?—A. Yes.

Q. Where those that have been in your company since 1885, 1886, or 1887 on
the assessment plan are taken into the legal reserve, at the time of their so being taken
in, are they subject to a medical examination ?—A. No.

Q. How do you reconcile that —A. Those that have gone in within two years
are subjected to a medical examination. They go in under a doctor’s certificate that
they are proper subjects for insurance. Those that have been in for fifteeen years
and may have contracted diseases and are unable to pass medical examination are
taken in in the same way.

Q. It is simply because they have been subject to the assessment portion of your
business before—is that it?—A. It is.

By the Hon. Mr. Domuville:

Q. You say that they are not subject to medical examination ?2—A. If a member
of the assessment class wishes to change to the legal reserve plan, we do not subject
him to a medical examination.

Q. That is to say, you take him without knowing whether his life is good, bad
or indifferent ?—A. Certainly.

Q. Did not the company issue a circular to all assessment policy-holders to make
them sign a guarantee as to their health ? Did not the policy-holders in Canada re-
ceive a printed sheet telling them that if they wished to renew under the new system
they could do so, but they must sign a guarantee that their health was as good as
before %—A. I.judge that the senator refers to the circulars sent out to lapsed policy-
holders offering to permit them to reinstate their policies. We offered to do it on a
certificate of health from them.

By the Hon. Mr. Landry:

Q. It is generally done ?—A. Yes.
Q. That is in the case of lapsed policies —A. In the case of lapsed of policies.

-

By the Hon. Mr. Watson:
Q. You stated in answer to Mr. McMullen that you would transfer policy-holders
under the assessment plan without medical eamination. Is there any accumulated
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fund by which the newly insured would secure any benefits from the person who had
been taken in to make up for the difference in the death risk —A. There is only a
nominal amount. We do not consider, as far as the company is concerned, excepting
in just this little batch of business here in Canada that there is any assessment busi-
ness or legal reserve business, excepting as the terms of their contract for the collec-
tion of their costs. Under the law we were re-incorporated in New York, and the
assessment policy-holders just as much members of the legal reserve company as the
new ones are, and the assessment policy-holders are in exactly the same posi-
tion as regards nmew business now being admitted as policy-holders admitted in the
Canada Life fifty years ago are in regard to business admitted to-day. That business
admitted to-day is obligated for the old business of the company, just as the business
admitted into the Canada Life to-day is obligated for the old business of the Canada
Life. It is one business, and when we come to give legal reserve policies instead of
assessment policies, we are simply changing a man’s contract by agreement, but not
increasing the obligation, because we continue the obligation to pay the death loss,
and he changes his policy.
Q. Are you not lessening his obligation %—A. I think not.

By the ‘Hon. Mr. Béique:

Q. It may be, the fact that you re-incorporated, as you have said in 1902, had
the effect of improving the position of those policy-holders under the assessment
plan %—A. If by re-incorporating we had shut those assessment policy-holders in a
class by themselves, we certainly should have lessened their security and chances in
the future. We simply added rights that we had not possessed before. We could to-
day, under the New York law, issue assessment policies.

Q. As I understand, under the United States law the policy-holders under the
assessment plan take part in all benefits which may be derived from all sources of
vevenue of the company whether from the assessment plan or the legal reserve busi-
ness —A. They do.

Q. Therefore there is a continuation of business for all classes of insured in
the states?—A. Yes.

Q. But in Canada it is different. There is a separation made as between the legal

. reserve business and the assessment plan business and from the fact that you are not
carrying any more business on the assessment plan, it very much impairs the position
of the assessment policy-holders —A. It would impair it in the strict interpretation
of the law, undoubtedly. ;

By the Hon. Mr. McMullen:

Q. I was asking you with regard to your agent in Toronto ; do you know Mr.
Thomas Merritt, of Toronto—Is he an agent of yours —A. I do not know the name.

Q. Where is your office in Toronto %—A. In the Freehold Life building.

Q. Here is d notice that I cut out of the paper :—

¢The Mutual Life Insurance Company of New York, assets over $400,000,000,
has openings for active agents in the following counties, Wellington, Grey, Bruce,
Haldimand, Norfolk, and Elgin. Apply to Thomas Merritt, manager, 31 Bank of
Commerce building, Toronto.’

Q. Does that refer to your company?—A. No, that refers to the Mutual Life of
New York. Ours is the Mutual Reserve Life.

By the Hon. Mr. McSweeney :

Q. I see in an abstract of life insurance in Canada for 1903 the Mutual Reserve
Life has a net amount of insurance in force of $9,342,520, and net amount of policies
becoming claims $231,777, and $174,311 of claims including matured endowments. -
You have unsettled claims to the amount of $86,650; do you not think 'that is a large
amount?—A. There was a very heavy death loss in Canada the last sixty days of last
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year, leaving an unusual amount outstanding at the end of the year. The losses
have long before this been paid.

Q. At that very time, the Mutual Life of New York had only $21,574 of unsettled
claims in Canada and they do a business of $29,410,186, more than three times as
much as you have, and you have four times as many unsettled claims?—A. The
company never has claimed, and no assessment company can claim, that it is able to
pay the death losses with the promptness that a legal reserve company can. The legal
reserve company collects its premiums in advance, and has the money in hand with
which to meet its losses and can meet them in a prompt manner. While their
contracts, call for sixty or ninety days, as a matter of advertising they often settle
their losses within twenty-four hours, and I have known them to telegraph the money,
$100,000, for the purpose of advertising. An assesment company—the bulk of
business that was done by this assessment company—requires assessments to be made
for approved claims to be paid. And they cannot be made until a claim exists and
the proved claim is there. It is inevitable, under such a system, that there should be
a much longer time than under the advance payment system of premiums.

Q. In 1902, I see you had only $51,686 of unsettled claims. I think you stated
a while ago that you paid out to policy holders in Canada $1.03 for every dollar you
got in—is that the case?—A. In the year 1901, we paid $103 death losses for every
hundred dollars’ premium received in Canada.

Q. How is it for 1903?2—A. In 1903, our death losses were comparatively light—
this is on the assessment plan, not including the legal reserve. I was testifying with
regard to the assessments. In 1901, we collected in assessment premiums $271,870
in Canada, and we paid $279,935 in death losses on the assessment plan.

By the Hon. Mr. Watson :

Q. Was that actually paid?%—A. Yes, actual payments. In 1902 the death losses
paid were light. We collected $268,192 and we paid $151,959.

By the Hon. Mr. McSweeney :

Q. You had a good profit that year?—A. Not necessarily profit.

Q. You got more than you paid out?—A. Yes, but we had other payments to
make afterwards. In 1903, there was $200,334 collected and we paid $139,395, but,
as I stated, there was a very heavy death loss at the end of the year, so that there was
a very considerable increase that had to be taken care of out of that money, and was
taken care of, during the first part of 1904.

Q. In 1903 there was $71,228.81%—A. That includes the legal reserve as well as
the other, and immediately after the first of the year, we had to deposit $40,000 of
that with the Canadian Government.

Q. For the protection of the policy holders?—A. Yes.

Q. What were the assets of the Provincial Provident Aid Association of St.
Thomas at the time you took it over?—A. There was turned over to us nominally, as
I recollect, about $90,000.

Q. Nominally?%—A. Yes.

Q. Some of that was cash, I suppose —A. Oh, yes. The securities were fairly
good, with the exception of $10,000 of the Canada Coal and Railway Company, I think
it is, which has never been of any value to us, and some farm property that the
Provincial Provident had taken on foreclosure, on which there was some loss. There
probably was realized somewhere about $75,000.

Q. You did not get the cash reserve—A. We got all their assets.

Q. Including the cash reserve?—A. Yes, some of the expense moneys they had.

By the Hon. Mr. McMullen:

Q. How much money have you deposited with the Dominion Government?—A.
We have deposited on assessment account securities that have cost $236,821; the
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Government, on a recent valuation, have valued those at $218,938, marking off on some
province of Quebec bonds, I think. We have for legal reserve what has cost $25,962,
which the government has recently valued at $23,984, and then we have under a trust
deed approved by the government, $55,000.

Q. Under the Bill that you now have before parliament you purpose setting aside
$150,000 of that towards making up the necessary reserve, in order to enable you to
go on and do business. What is the reason you appropriate only $150,000, and not
the $228,000?%—A. The Bill, properly speaking, is not my Bill. °

Q. That is the proposition in the Bill%—A. As for that division, I did not insert
it. My own opinion is, if I was asked on that point, that there should be no division
of any kind, but that that fund should be held there as a security to guarantee the
transfer of this business, and the integrity of the obligations, on the low basis on
which the premiums are fixed by the Bill.

Q. There must certainly have been some authority for it. Of course, the less you
appropriate up to the sum that is now in the hands of the government, the more has
to be the levy or assessment upon each policy to make up the necessary reserve?—A.
Certainly.

Q. In that case, if the $228,000 appropriately belongs to the assessment business
you have been doing in Canada, when you change it it ought to be applicable towards
providing a reserve to enable you to go on, and by striking out $75,000 of it, you
simply add to the amount chargeable against the policies to enable you to go on, and
get your license?—A. We have our license, and of course out of that fund any ac-
cumulated death losses not assessed for at the time the change is made, would neces-
sarily have to be paid. I do not mean by that it will be withdrawn from the govern-
ment, but provided for, and it will still remain with the government as security.
You are asking me a matter of opinion. My own opinion is, that the security of that
fund for the guarantee of the future business, is of far more value to the poliey-
holders than the slight participation they would get by an immediate division, and I
do not know of any company that divides its surplus up to the last cent and attempts
to do business.

Q. This is virtually money that must have been collected by the assessments
from the policy-holders, and that you have deposited with the government of Canada
as a reserve’—A. There is no requirement of holding a reserve under the Dominion
law; it is simply a deposit, but all surplus must be accumulated from the payments
of the policy-holders in any event.

Q. That surplus is accumulated by the policy-holders?—A. Certainly.

Q. The question is, why should it not be applied%—A. It is far better to allow it
to remain with the government as guarantee for payment of claims generally than
the slight advantage of about twenty dollars would be. That is simply an opinion.
That is all.

By the Hon. Mr. Wilson :

Q. I think you stated you had only a certain number of agents—six I believe—to
do the collection in the province of Ontario?—A. I was testifying as to any agents
we had at work doing business, but not collections.

Q. You have agents for collection, outside of doing business?—A. We have cal-
lection agents scattered all through the Dominion.

Q. In taking over the P. P. I. Insurance, you had a certain amount of certifi-
cates from the P. P. I.%—A. Yes.

Q. Amounting to how much?—A. About twelve million dollars.

Q. And which you agreed, providing they fulfilled their contract with you, that
you would allot to them $100,000—was that it?%—A. No, we received the trust funds
of the P. P. 1. charged with a trust.

Q. Twelve million dollars?—A. We received about twelve millions of business.
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Q. For that business what did you agree to do?—A. We agreed to carry it in
consideration

Q. That is not my question; what did you agree to give them provided they
carried out their obligation to you?—A. We agreed to carry out the obligations
created by the policies.

Q. What did you give the board, or the directors, on business that they had
established and handed over to you and worked up to that point—what did you agree
to give them ?—A. We entered into a contract which, as I stated, is printed in a blue-
book of the department.

Q. But that is not an answer to my question?—A. I am answering it as clearly
as I possibly can.

Q. I should like to have it clearer, if you possibly can. What did you agree to
give them provided they fulfilled their portion of the contrazt? That is a plain
question ?

Mr. AviesworrH, K.C.—That is interpreting the contract, which is a difficult
thing to do.

Q. I am wanting to know if they agreed to do a certain thing, have they fulfilled
their contract >—A. I understood the Doctor’s first question to relate to members of
the Provincial Provident, and now I understand that he is speaking of the Trustees.

Q. The Trustees, with a certain number of men united, formed themselves into
an organization, and ultimately became chartered under the Ontario Act and carried
on business. They were elected trustees doing business there, consisting, I think, of
four or five members. Their solicitor, the late Colin MecDougall—I think you re-
member him ?—A. I knew him very well.

Q. The Doctor, Mr. McLardy, and several others, went to New York and there
negotiated an agreement with you, that they would do a certain thing, and you would
give them a certain amount; now I want to know the amount, that is all —A. T re-
gret that in answering the question I shall have to take exception to some of Dr.
Wilson’s statements.

Q. Well, make it clear—I am perfectly willing?—A. The Provincial Provident
was not an institution made up of half-a-dozen members; it was a company or mem-
bership organization made up of several thousand members, and the trustees were
simply the trustees by those members elected to hold their funds. The contract of
re-insurance was negotiated with the trustees, and they agreed in that contract to
pay for the business that was transferred to the Mutual Reserve the regular mem-
bership fees that the Mutual Reserve would require on new business and the expense
dues that they would require on new business.

Q. What about the other business? They handed over to you a certain amount
of old business, and as far as your explanation that they were elected, T know that
they were elected, I know that they were appointed, I know that they were reap-

.pointed as trustees, and issued their certificates to the members, and the members had a
right to vote. They were each and every year elected to that position?—A. Those
men were not the company and did not own the company.

Q. What did you agree to give them for the old business up to the time they
transferred to you?—A. That is what I am trying to state; they had about $12,000,000
business in force, and under the contract they agreed to pay to the Mutual Reserve
the membership fees on that $12,000,000 of business exactly the same as if it had been
new business, and also the expense dues sixty days after, exactly the same as if it had
been new business.

Q. Did they do it?—A. They did not.

Q. Was it upon what they would do in the future that you agreed to give them
a certain amount—A. It was.
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Q. Did you agree to give them a certain amount of what they brought to you,
business up to that date?—A. We agreed to give them a certain amount based upon
their first making those payments I have just named.

Q. But you tell me that you did not agree that they should have any consideration
at all for the business that had been handed over to you after a certain number of
years of organization; irrespective of any future carrying out these men could not
agree to carry out this agreement with you?—A. They did agree to.

Q. As they were not sure to be re-elected—A. They did agree to it, I do mnot
know whether they could or not.

Q. You think it was a reasonable agreement?—A. My impression is that they
had no right to enter into such an agreement.

Q. You entered into the contract and agreed to pay them a certain amount and
did not do it?—A. I agreed to pay a certain amount conditioned upon their doing
certain things. They said they would do certain things. I do not believe they could,
and they could not do it.

Q. What could they ndt do?—A. They could not pay us the money they agreed
to pay.

Q. Were the death assessments not paid to you?—A. Yes.

Q. Had you not an agent there carrying on the business? Had you not an office
there, carrying on the business afterwards?—A. We had.

Q. And you had the benefit of that office and the benefit of the furniture and
everything —A. We paid for it.

Q. They transferred those things to you, and what did you give them ?—A. The
business of the company was transferred to us. They do not own the business of the
company.

Q. Had they not established the business of the company, and did you not recog-
nise a certain monetary price in the business they had worked up ?%—A. They owned
the business of the company no more than I own the business of the Mutual Reserve,
and I could not sell one dollar of it and put a dollar in my pocket for doing it..

Q. If you and your company made an agreement with another company to trans-
fer all you have in this, and all the value there is in it, and you said: ‘We will
transfer this for a consideration’ you transfer the business and you expect the other
company after the business is transferred up to a certain date to look after and see
that the payments are made; so it was with the P. P. I. when the transfer was made
to you, and now you tell me there was no value in the transfer. If there was no
value, you misled them, because you made them believe there was a transfer?—A. I
was dealing with about nine of the sharpest men I ever met in Canada, and if T mis-
led them, I feel prouder of the situation than T ever did before.

Hon. Mr. McMurLEN.—It was diamond cut diamond, when you met them.

By the Hon. Mr. Wilson:

Q. You thought you were meeting with very sharp men and made a sharp bargain
ultimately, deceived those sharp men, and did not give them the value %—A. No sir,
I deny it absolutely.

Q. According to your statement?—A. No. You state that T deceived those men.
I say that if T deceived nine business men like those, I do not think it mneeds the
Parliament of Canada to protect them. You just asked me a suppositious case that
if T as an officer of the Mutual Reserve agreed for another company to take it, on a
consideration paid to me, if I expect to receive that consideration, I wish to say that
the moment that consideration reached me, the State of York would take a hand in
the matter, and take possession of that consideration, and very likely put me in the
State prison.

Q. Did you tell nine of the sharpest men that you ever met in (Canada that you
could not do this? Did you explain to them that if you did this you would be behind
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the bars, where you ought to be?—A. If they had carried out the agreement, which
they made, and paid to us from any source other than trust funds of their member-
ship the amounts they agreed to pay, and which was a preliminary of their receiving
anything, we had a contract that was perfectly legal and we had a perfect right to
carry it out, and we should have carried it out; but when it came to their fulfilling
what they had agreed to do, they tendered to us trust funds belonging to their mem-
bership and not to themselves, and we refused to receive them.

Q. And then you agreed to give them $100,000. To whom was that $100,000 to
be paid —A. Whatever the amount was—— :

Q. You said it was about $100,000 —A. I zaid it would probably approximate
$100,000. Dr. McLarty, I think Mr. Morton and probably Mr. Baird, were the trustees
to whom that money was to be paid.

Q. And what was the money and appropriation to be for —A. I do not know.

By the Hon. Mr. Watson:
Q. For the policy-holders %—A. Oh, no. %

By the Hon. Mr. Wilson:

Q. He did not care whether they knew it or not. He did not agree to pay it?—
A. As a matter of fact they undoubtedly intended to take it as a compensation for
turning over to us the business membership of that company.

Q. And you were in the agreement with them, a partner with them %—A. I
agreed to do certain things if they did certain things, and I would agree to do it
to-day, but that does not commit me to the. fact of receiving somebody else’s money
when they tender it to me.

Q. I see you are not going to give us an opinion with reference to that. Did you
go on and collect the dues as they became due?—A. They did.

Q. Carried on the regular business, taking the business entirely out of their
hands, and managed it yourself?—A. The members of the Provineial Provindence
became members of the Mutual Reserve Life Association and were treated as members
and have been treated as members from that day to this.

Q. They agreed to transfer the business to you, and you were in future to run
the business according to the rules and regulataions of your society. They did
transfer it to you —A. They came to us, and the business became part of our
business.

Q. You took the business?—A. Yes.

Q. What did you give them for it?—A. Give whom?

Q. The policy-holders, &ec., for having worked up that business, because you would
pay an agent if you had an agent anywhere. Here you had handed over to you
about $12,000,000 of business and you paid nothing for it—A. Whom should we pay
it to. We could not pay it to the trustees.

Q. Why? Afraid you would get behind the bars?—A. No, T was not afraid in
the slightest degree of getting behind the bars,

Q. You carried on that business and had your own business?—A. Yes.

Q. Who was your agent there to look after the collections and look after the
business?—A. T think Mr. Miller was our agent for a while and Mxr. Coghill.

Q. When Miller went to Montreal, Coghill became in control of it, and after he
left who next?—A. There is a young lady who was a clerk in the Provinecial Provident.
Mr. Coghill T think is still collector.

Q. That would be Miss Noble?—A. Yes.

Q. You are still transacting business there ?—A. Yes, still collecting assessments.

Q. And you are increasing the death-calls upon the members—A. The death
assessments upon the members are increased with increasing age.

Q. And are there as many remaining in now as what was transferred over to you?
—A. Oh, no.
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Q. Then you say the fact is that you have taken it out of the former trustees,
taken it into your own hand,and you are squeezing those who haveé been insured and paid
in, year in and year out,and you are now, by putting heavy assessments upon them,
squeezing them out, and virtually robbing those poor men?—A. T think that my best
answer to the Doctor would be to quote Mr. Justice Street in a decision recently
given in the case of a Provincial Provident policy-holder who brought suit against
the company becaused they had increased his assessment, and in his decision he said,
* From the evidence before this court there is no doubt that had the Provincial Prov-
ident remained as an independent organization and still remained in existence it
would have been obliged to do, in order to carry out its contract, exactly what the
Mutual Reserve Life Association Company has done in carrying out these contracts.

. ‘I'hat has nothing to do with what we are at *—A. It strikes me it is a good
answer. '

Q. It does not quite satisfy me? Take the P.P.I. organization. You said you
had about $12,000,000 of business?—A. There is probably about one-quarter of that
in force to-day. :

Q. And how much of the three-quarters have been on account of deaths?—A.
Speaking in round numbers, I should suppose one-half to three-quarters of a million.

Q. Would you be good enough to tell me how many, as far as you can remember.
of the deaths that have oceurred or settlement made between your company and these
people that you have paid the full amount —A. To every one that had a legitimate
claim.

Q. Legitimate claim is a very broad term. You are supposed to be the one to
interpret what is and what is not legitimate *—A. Not by any manner of means.

Q. I may say that I do not know one that you have paid in full. If you will
mention his name it may bring it to recollection ?—A. It would be utterly impos-
sible for me, from memory, to say. I have no personal supervision of the list of
death claims so as to be able to remember the names of individual policy-holders.
I can supply you with a lot of them at the office and will gladly do so, but to testify
to whom losges have been paid or beneficiaries, it would be impossible to do so.

By Mr. Coster, K.C., Counsel for the Committee :

Q. There was notice to produce the evidence before the committee —A. There
was notice to produce before the committee records that would have taken eighteen.
months to copy if we had brought them. There was notice to produce before the com-
mittee the records showing the expenditure of over fifty million dollars.

Q. Particulars of the policies that you shaved would not take so long to prepare ?
—A. T object to the word ‘shaved.’ I do not think it is a legitimate word. I was
ordered to produce a list of all policies in Canada in the last ten years that had not
been paid at their face value. I got that order at 10 o’clock on Monday morning, a
week ago, or half-past ten., and 1 gave the order for that and other documents to be
produced, and it will be produced and presented to the committee with full details,
but it is not a matter that can be got up in a few minutes. You have to go over all
the claims and take out the Canadian claims and go to the records and bring out the
vouchers and records in order to give the full information which the committee has
asked for, and which will be produced.

By the Hon. Mr. Wilson :

Q. You told me you could not tell me the name of a policy-holder that you had
paid in full. Just a minute before, you said you had paid every legitimate claim
that had been presented.

Q. How is it you could remember the legitimate claims that had been presented
and that you had paid, and you cannot remember a single individual’s death that has
taken place %—A. T submit that it is a very different thing to testify that the proper
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claims against the company have been properly paid, and to name individuals to
whom they have been paid.

Q. Have you any record of the legitimate claims that have been paid %—A. We
have records of every claim that has been paid, whether it has been paid at the full
value or whether it has been compromised, or whether it has been reduced by age, the
records exist in the office fully and completely.

Q. Have you a record in the office of how many have allowed their insurance to
lapse on account of the increased assessment that they are unable to pay —A. No sir.
We could not possibly know how they allowed their policies to lapse. We have the
record of all business that has been in force from that company, and all that ceased
to be in force in each case.

Q. And you have also on record a large number of letters where they state that
that was contrary to the agreement entered into with the trustees and when they were
insured %—A. A complaint that the increase of assessment was not in accordance with
the items of the contract ¢ We have a number.

Q. A large number —A. We have had such complaints. I do not know if it
was a large number. We have also the decision of Mr. Justice Street in such a case
that it was according to the contract.

Q. That part of it has nothing to do with the question I asked, what Mr. Justice
Street said or did not say ~—A. Well, it is important to us.

Q. Because at the time that you took over that Provincial Providence you knew full
well the condition of it ~—A. Yes.

Q. And you knew when you agreed for the consideration to take it over,
that you became responsible, and Judge Street’s decision has nothing to do
with it %—A. I would say to the Committee that when we came into the
Dominion of Canada to do business we were compelled, by the law, to subject our-
gelves to the jurisdiction of the courts of Canada and to abide by their decisions, and
it seems to me that a decision of a court of Canada in regard to that matter is bind-
ing upon us, and we did agree to carry that insurance upon the basis of a written
contract. Complaint was made to the Insurance Department as well as to ourselves
that we were not carrying out that contract, and the Insurance Department of Can-
ada, on the specific point on which the complaint was made, asked us for information,
and we furnished it as desired, and not having had any decision from that department
to the contrary, we assume that they considered we were carrying it out as agreed, but
beyond that it seems to me—and I submit it with respect to the committee—that
when we have the adjudication of the courts of Canada as to that contract, whether
we were carrying it out or not, it is something more than a mere cover. Tt is a
determination and an adjudication of the question at issue.

By the Chairman :

Q. Do you mean to say the courts of our country broke an agreement between you
and other people —A. No, the complaint was made that we had violated the contract,
and we were sued for damages on that account, and the case was heard before Mr. Jus-
tice Street, and decided in our favour.

By the Hon. Mr. Wilson :

Q. Justice Street’s judgment ought not to have very much weight in reference to
this mattter. Had the original trustees of the P.P.I. carried on the business, are
You in a position to tell me to-day that they would be just in a similar position as
your Mutual Reserve is to-day ? Would they not have been, when this suit was
entered, or before that—there might have been provisions made by those trustees with
the policy-holders whereby they would all have their claims paid and the assessments
increased in the ratio that you increased them ? Their office expenses and the ex-
penses attached to the society there would not have been a hundredth part of the enorm-

ous expense of yours. The president would have received comparatively little, and do
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you think that by quoting Mr. Justice Street, it is a fair argument to offer the com-
mittee ? T contend that it is not, and I think the committee will so consider %—
No answer.

By the Hon. Mr. McSweeney:

: Q. Did you receive the $90,000 assets of the Provincial Provident?—A. We re-
ceived the $90,000, subject to a trust. We could pay nothing. I feel that I ought to
be permitted to answer the question of Dr. Wilson. He has asked me if, in my opinion,
the Provincial Provident continued as an independent institution

By the Hon. Mr. Wilson:

Q. No, T did not want your opinion upon that. I said that the judge had no right
to say what would have occurred.—A. Will the stenographer read the question? If it
is going on record, T should like to make an answer. I believe, if the institution had
continued independently, it would have been in the hands of a receiver to-day. I think
that question should be stricken out, because it implies matters in connection with the
transfer to the company. It is merely a matter of opinion that the expenses of the
frovincial Provident would not have been a hundredth part of what they would have

een to us. .

By the Hon. Mr. Robertson:

Q. What is the amount of the business in Canada?—A. Two and a half million.
Q. How much under the assessment plan ?—A. Practically all assessment.

By the Hon. Mr. Sullwan:

Q. As you are intimate with all the affairs of the Company, if it is not an imper-
tinent question, I should like to ask you about a certain matter. A gentleman said
yesterday that the system under which you were carrying on insurance was a fallacious
one, one which could not result in success %—A. When I came to the Mutual Reserve,
I found certain conditions existing which, I believed, and still believe, must necessarily
be changed and corrected if the company were going to continue, and from the time
I went there, that was largely my business, to shape a change so as to save the com-
pany in spite of the fallacious and unsound methods on which the business had pre-
viously been done.

Q. When did you go there?—A. 1894.

Q. Then, you were ten years struggling against the beast ?—A. No.

Q. Changes in methods and changes in premiums were made in 1896. I mean the
general policy of assessments. Tnsurance experts were examined yesterday, and they
gave their opinion that this assessment system was bad, and could not result in success.
Were you of that opinion 9—A. In my opinion, to-day, it is possible to carry on sound
and permanent insurance on the assessment plan. I firmly believe it.

Q. With the same means as used by the New York Mutual 9—A. Not with the con-
ditions as to premiums, payments and rates and so forth that existed in 1894.

Q. Why did you not change it ~—A. I changed them just as soon as 1 was able
after I came into the company. They were changed long ago. We had not done any
business upon that basis for eight years.

Q. Mr. MacMurchy yesterday stated that they knew the business was on a wrong
basis, and he expressed contrition for the wrong and hoped they would be pardoned for
past offences. If that was the general opinion of the company, they made no attempt
to make any change until the complaint was made by the Hon. Mr. Domville—A. You
are entirely mistaken. We have been at work at it for eight years.

Q. When did you apply for a change in the Insurance Act?—A. I have not applied
for a change in the Insurance Act. From the time I have been connected with the
company, I have beeen working to the end of making a change and have believed it

was necessary in order to preserve the company. I was in favour of the change that
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was made in the law in 1899, but I believe that there was inserted in that law a provi-
sion which was detrimental to the interests of the assessment policy-holders in Canada.
I secured similar changes in Massachusetts and subsequently in New York, and that
provision was not introduced in either of those States.

By the Chairman :

Q. What is that?—A. That is the provision isolating the policy-holders; at the
time that we complied with that provision, I then suggested to the government of Can-
ada that I thought that change ought to be made. I have each year subsequently, as
delicately as I could, suggested that I thought it ought to be made.

By the Hon. Mr. Sullivan :

Q. That is the change contemplated in the Act?—A. The change contemplated in
the Act that has been introduced: that is, in general terms. I do not mean the details,
because the details I am not committed to. I am simply saying that there is a wrong
that ought to be remedied, and T am in the hands of the government.

Q. Why did you not make the effort in the legislature here %—A. Because I had no
means whatever of making it.

Q. Any man can come here for legislation?—A. T am a foreigner.

Q. Any one can come here and ask for legislation. - Your company then had nothing
to do with the introduction of this legislation in the Senate?—A. They have asked and
desired each year since 1899

Q. When and from whom —A. We discussed it with the Insurance Department
We have had it discussed with Mr, F ielding, and we have wanted that change made.

Q. Every year from 18997—A., Yes, but there have been objections to having it
done.

-

By the Hon. Mr. Landry :

Q. What was your reserve fund composed of? Death claims?—A. Tt is your cash
investments and also the liens.

Q. To what amount does it compare with your liabilities %—A. On the first
day of January last, our assets were $506,000 in excess of our liabilities.

Q. I am speaking of the reserve fund ¢—A. Our reserve fund is a portion of our
liabilities. We charged the reseive which is four and a half million, and we have to
have assets to offset that. We have assets to offset the reserve, assets equivalent to
the reserve, and assets to equal death losses and other outstanding claims, and we
have assets $506,000 besides, which is a surplus.

Q. When you made a call to the policy holders for death claims, did you have a
certain amount for the creation of that fund ¢—A. In the early history of the com- .
pany there was added 333 per cent. That was the original plan, but in 1899 a re-
solution was adopted by the policy-holders—and I am frank to say that I think that
was the beginning of the trouble, that instead of collecting the additional amount to
go to the reserve fund, that whatever should be collected for the death fund should be
paid for death losses, so that under that resolution the death fund, which had been
piling up at the rate of 333 per cent of the death losses prior to that, began to decrease
in a diminishing ratio, so that instead of accumulating the reserve, they used that money
which would have gone into that fund, to prevent increase of assessments,

Q. Did your company not at that time issue circulars saying that the 33% per cent
to create the reserve fund was creating a fund the interest on which would go to di-
minishing indebtedness *—A. I have seen circulars of that character that were issued
long before I became connected with the company, and I have ro doubt these were
issued. .

Q. Do you think those circulars issued by the company bind the company ?%—A.
Well that is a question that is a very fine legal question, and has been fought out in
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two or three cases and in the final case now before the Supreme Court of Canada,
awaiting decision. Those questions are involved in that case.

Q. You have in those circulars given a table of the claims for each age —A. Of
the rate for age.

Q. Is it in your cognizance that that table is no use at all ? Have you asked
more than the table indicates %—A. One of the issues in these cases has been whether
the table places at the original age of entry, or at attained age. That is the issue in
the Anger’s case.

Q. What is that ~—A. Whether it applies to the rates at which the policy is
originally issued or at each age as advanced. If applied to each age as advanced, tha
table is a different table than if it applied to the original age simply, If it applied
to the original age simply, there is no question it would be inadequate.

Q. Supposing I get insured in your company at forty-five years, there will be a
figure representing what I must pay at forty-five?—A. Yes.

Q. And a figure marking fifty-five also—A. Yes.

Q. Do you mean to say the figure placed at forty-five will be permanent ?—A.
Under the policies, I do not think it would be permanent. It increased with age.

By the Hon. Mr. Béique :
Q. That is the point at issue 2—A. Yes.

By the Hon. Mr. Landry.
Q. But in those tables, there was a maximura I suppose, and a minimum ?—A.

Yes.

The committee adjourned until 10 a.m. to-morrow.

OrrawA, June 24, 1904.

Select Committee appointed by the Senate to investigate the standing of the New
York Mutual Reserve Fund Life Association of New York, resumed at 10 a.m.

Examination of George D. Eldridge continued.

By the Hon. Mr. Landry:

Q. Did you prepare that statement dividing your officers and your employees into
two classes?—A. I had not prepared it, but I will have it prepared from the books of
the company and give a certified copy to the committee.

Q. I suppose we can find these statements in these reports that were made to the
Insurance Department in the States, the amount of expenses for the officers %—A. The
amount of expenses for the officers and office employees?

Q. They are stated under different headings?—A. Yes, and printed in the blue-
book of the Canadian Department in the same way; the synopsis of our general re-
port is in each year.

Q. In the face of these documents what objection have you to answer the question
that was put to you, asking the salaries of the officers of the company?—A. We are
perfectly willing to answer as to the aggregate salaries of the officers of the company,
but the individual distribution of it we regard as a confidential matter, and also as a
matter that spread before the public, in a public document, to be circulated, is not
in the best interests of the company. The examiners of the Insurance Department
of the United States, including New York, and also the examiners of the Insurance
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Department of Canada, have absolute access to that information, and have taken it
from time to time. Now, for instance, in 1898, the New York Insurance Department
examined the company, and I have here their official report certifying that the state-
ment then made to the New York Insurance Department as of December 31, 1897,
was correct. This examiner’s department saw these papers, saw the facts, but that is
a very different thing from printing it in a public document to be circulated every-
where. The aggregate information is given in every report. The distribution of the
money to the individuals is a thing that I do not know of having been given in any
public report of any insurance company. Take any of your Canadian reports that
are given to the department, they are not separate in the items nearly as much as ours
are. It states commissions, salaries, other expenses of officers, and puts them into an
aggregate sum ?

Q. We are not asking to discuss the merits of the question?—A. You asked me
the reason.

Q. Yes?—A. Now then there is no basis whatever for a comparison of the in-
dividual salaries. There is bases of comparison of the aggregate salaries paid by
different companies. Again, when you come to put this information before the public
and before employees of our company, for instance—we have several hundred em-
ployees there—unquestionably each one thinks that his special service is worth a
considerable amount of money. The executive officers of the company, the executive
committee and the directors must be the judge of the value of those services, and it
would cause bickerings and distrust among the officers, and if anyone came to fill
places, in our judgment, it would increase the difficulty of getting men at reasonable
compensation.

By the Hon. Mr. McMullen:

Q. What is the amount to the credit of the policy-holders altogether in the hands
of your company now? You have $228,000 in the hands of the Dominion government
in the treasury. What other moneys have you got to the credit of the Canadian policy-
holders? Have you any other moneys than what is here’—A. Not to the special
credit excepting what is here in the Dominion of Canada as shown by our last report.

Q. That is all you have got?—A. That is all we have got.

Q. You say you have nothing to the credit of the Canadian policy-holders only
the amount that is here in the hands of the government —A. Nothing to their special
credit.

Q. Have you a return under your hand that you can give us the amount that you
collected in the way of assessments from the policy-holders in Canada each year since
you were licensed, and the amount that you paid of matured policies, or in any other
way? We want you to give us the amount in 1886. What did you collect in assess-
ments that year?—A. The gross assessments collected in that year were $59,557.

Q. How much did you pay?—A. That gross assessment includes assessment for
death losses and also assessments for mortuary expenses. The payments to poliey-
holders in that year were $37,800. ;

Q. But I want you to notice, Mr. Eldridge, that I will prepare for the nineteen
years you have done business a return of the receipts from policy-holders every year,
and I will bring it before the committee %—A. Tt was submitted before the committee
yesterday.

Q. Who submitted it?—A. Senator Béique. It was given to me to make the foot-
ings.

By the Hon. Mr. Landry :

Q. To come back to the question I was putting at the beginning, what is the
number of your officers?—A. At present there is a president, two vice-presidents, a
secretary-treasurer.
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Q. A secretary and besides that a treasurer?—A. Yes. Two assistant secre-
taries, controller, a medical director, and, I think, the counsel is a constitutional
officer too. Those are the ones that would be in the office.

Q. About ten?—A. Yes.

Q. And the employees —A. My impression is that there are about two hundred.

Q. Would that be the average—A. Probably the average for a number of years.
I think when I went there the number was larger than it is at the present time. I
should say at that time, when I went there, it was about 225 to 250 all told.

Q. Are those officers all members of the board #—A. There are twelve members of
the board.

Q. Other than officers?—A. No, the entire membership of the board of directors
is twelve.

Q. But all members of the board are not all officers?—A. No, there are three or
four members of the Board at the present time that are not officers of the company—
there are five members of the board that are not officers, but one of the other members
is an employee of the company; he is in the legal department.

Q. There are five that are not officers %—A. There are seven that are officers ;
there are four that are neither officers nor employees, and one that is an employee.

Q. Those that are not officers, the four that are neither officers nor employees,
receive fees for attendance?—A. Yes, I testified the other day that I thought it was
$10. It is $20 a meeting.

Q. Would those $20 be in the account as salaries given to officers?—A. No, they
would not be in the account. .

Q. Distinct account?—A. Yes.

Q. Where would that be entered %—A. It would be entered in the general expenses
—office expenses.

Q. How often do you meet %—A. Once a week.

Q. That is the regular meeting?—A. Yes.

Q. Is there an extra meeting?—A. Oh, occasionally there is an extra meeting.

Q. But we may say on an average it is once a week?—A. That is the regular meet-
ing; occasionally an extra meeting comes up, just simply to pass on some routine
matter, and the board is called together for a few moments, but the regular meetings
are once a week.

Q. When you say there is a meeting every week, I suppose there are committee
meetings also%—A. There are committee meetings also.

Q. Besides the board meetings —A. Yes.

Q. These meetings are attended by members of the committee itself?—A. Yes.

Q. But are they paid?—A. They are not paid for any committee meeetings.

Q. It is only the meetings of the Board %—A. Yes.

By the Chairman :

Q. Are the officers of the company who are directors paid for attending the meet-
ings of the company %—A. They are not. .

Q. Just the four that are not officers of the company?—A. Just the four that are
not officers of the company.

By the Hon. Mr. Landry :

Q. What is the salary of the president 2—A. I respectfully decline to answer.
Q. What is the salary of the vice-president #—A. I respectfully decline to answer.
Q. There are two vice-presidents?—A. Yes.

Q. The same answer applies to both vice-presidents?—A. Yes.

Q. What is the salary of the secretary?—A. I respectfully decline to answer.

Q. What is the salary of the treasurer?—A. T respectfully decline to answer.

Q. Is there any other officer%—A. The controller.
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Q. What is the salary of the controller ~—A. I respectfully decline to answer.

Q. What is the salary of the medical director —A. I respectfully decline to
answer. ;

Q. Is the counsel a member of the association?—A. I think he is a constitutional
officer under the present constitution.

Q. At all events, if he is, what is his salary%—A. T respectfully decline to answer.

Q. Is there any other officer%—A. There are two assistant secretaries that are con-
stitutional officers, I think.

Q. What are the salaries of each of the two assistant secretaries —A. I respect-
fully decline to answer.

Q. Do you know what those salaries are?—A. From memory I could state some
ot them, and from memory I could not state exactly others.

Q. You could tell what is your own ?—A. I could.

Q. But you decline?—A. I respectfully decline to answer.

Hon. Mr. LanorY.—I move that the witness be compelled to answer the questions
which have been put to him.

Q. Why do you decline?—A. Because I regard the information as coming to me
confidentially in my position as chairman of the executive committee. I regard it as
a matter of great detriment to the poliey-holders of the company to have this informa-
tion spread upon the public record to be printed and scattered broadcast. In addition
to that, under the law of the Dominion of Canada, to which we are subject, there is
an officer established who has the absolute power to visit our office and ascertain any
information that he may desire in connection with the company; and in addition to
that, I have to say that the Insurance Department of New York, in the State of New
York, under our jurisprudence, gives absolute credence and faith to every act of the
Insurance Department of Canada with reference to Canadian companies, and we are
entitled to the same credence and the same treatment in reference to the acts of our
own insurance department as the acts of the Canadian Department are-given in refer-
ence to Canadian companies; and furthermore, that my declining to answer is by
advice of my counsel.

By the Chairman :

Q. Have the policy-holders of your association a right to this information ?
—A. The policy-holders of the association have asked the information at the annual
meetings, and it has been declined uniformly.

Q. I am instructed by the committee to convey to you the commitee’s command
that you answer the questions as put by the Hon. Senator Landry ?%—A. I regret the
issue, but I am under advice of counsel and I respectfully decline to answer.

By Mr. MacMurchy, Counsel for the Mutual Eeserve :

Q. The witness Stevenson gave an account of an interview. which he had with
you, which is referred to at page 6, in which you were represented as having said to
the witness Stevenson ‘I want you to withdraw that resignation and stay with the
company.” Did you make that statement %—A. I did not ask him to remain with the
company. 1 would suggest, in reference to this, that I could cover this examination
by making a general statement in reference to that conversation : that Mr. Stevenson
did submit his resignation the morning after the board had failed to re-elect him;
that I sent for him, suspecting that he had purposes adverse to the company, and I
desired to find out what his position was with reference to the company. In the course
of the interview, I made him the offer that would have been given to any officer
retiring from the company, of continuing his salary for a certain length of time. I
also made the statement to him in the course of the discussion which he has chosen
to interpret as a statement, that I disapproved of many things that had been done.
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My interpretation of the words I used was that in connection with any business, where
there were a number of men associated together, that there must be acts that some of
them did not approve and some of them did approve, that no one could expect to
carry out his views throughout the administration of a company of that kind. He has
interpreted the words to mean differently and so quotes them. That is the sum and
substance of the interview we had that morning, and it seems to me that as it does
not bear in the slightest degree on the expenditure of any money, that is all that is
necessary for the committee.

Q. There was one remark made, “You can go away and stay one or two or three or
four or five or six months and your salary will be sent you right along’ Was there any
such offer made ?%—A. No, there was no definite time of any offer made. As I said, no
officer has ever been sent away without expectation of paying him, and when Mr.
Stevenson was not re-elected it was the expectation to pay him his salary for a cer-
tain length of time, which was not fixed. oo

Q. Did you offer to make a proposition to him at Richmond, Virginia or at
Washington ?

Tue CHAIRMAN.—Mr, Eldridge asked to be permitted to make a general state-
ment and has covered it, he says.

By Mr. MacMurchy : *

Q. Did Stevenson take part in the charges to the New York Insurance Depart-
ment in 1897 —A. Yes.

Q. Were the charges you have heard here substantially repeated —A, They are
substantially the same charges, although there is some difference in detail.

Q. Were these charges the subject of any investigation by any sworn officer of
the Insurance Department : if so, by whom ?—A. They were investigated by Isaac
Vanderpoel, chief examiner, Insurance Department, New York, covering the period
April 17th to August 27th, 1899.

By the Chairman :
Q. You gave that evidence before, did you not —A. Yes. The examinations in
1898 and 1899 are sworn to by Mr. Vanderpoel and contained in a report of the superin-
tendent, which are separate reports.

By Mr. MacMurchy :

Q. Will you refer to Mr. Vanderpoel’s afidavit at page 108 and 109 of the answer
of the-association, the blue-book which is already in evidence. I ask you to look at
this book, which purports to be the depositions of Mr. Vanderpoel and a certified copy
from the Clerk of the Supreme Court of New York, which is sworn on the 2nd April,
1900 ¢—A. That is the affidavit of Mr. Vanderpoel extracted from that document.
(Report fyled Exhibit 13.)

Q. Referring to that affidavit taken in an action of the Mutual Reserve against
J. Thompson Patterson, already referred to before this committee, will you refer to
the portion of that affidavit dealing with the charges which were investigated upon
the complaint of Mr. Stevenson and Mr. Wells, which we have had discussed here and
read. Will you read the statement of the witness Vanderpoel on that occasion ?—
A. The statement reads as follows :—

NEW YORK SUPREME COURT.

THE MuTUAL-RESERVE FUND LiFE ASSOCIATION
Against
J. THOMSON PATERSON.

Proceedings before Stephen H. Keating, Esq., a referee duly appointed by order
of Mr. Justice Lawrence to take the deposition of Isaac Vanderpoel, held the 2nd day
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of April, 1900, at one-thirty p.m., at the office of the referee, No. 32 Nassau street,
New York city.

The referee takes the oath and files the same, Isaac Vanderpoel, Esq., being first
duly sworn by the referee, testifies as follows :—

~ ExamiNep By Mg, ELKUS:

I am the Chief Examiner of the Insurance Department of the state of New
York, and have my office at No. 11 Broadway, in the city of New York, which is the
.office of the Insurance Department of the state of New York, in the city of New
York. I am attending here because I have been served with the order of Mr. Justice
Lawrence, dated March 81st, 1900, requiring me so to do. I have been connected with
the said Insurance Department for the past 80 years. :

In the year 1899 I received instructions from the Insurance Department to examine
the Mutual Reserve Fund Life Association. I began such examination about May 15,
1899, and continued the same until about August 15, 1899. This examination was
conducted by me assisted by about twelve assistants. I examined or caused to be ex-
amined all the books, papers and records of the association, including the minute
books of the board of directors, and also generally examined various contracts. After
such examination I made a written report to the Superintendent of Insurance. I was
familiar at that time with the charges filed by James D. Wells and John M. Steven-
son with the Insurance Department against the Mutual Reserve Fund Life Associa-
tion, and its officers. In such examination I investigated the said charges against the
said association and its management, so filed, in so far as the books and records of the
association were concerned, and in so doing found nothing which impaired the in-
tegrity or honesty either of Frederick A. Burnham, the President of said association,
or any one else associated with him in the management of the association at the time
of such examination.

I found in my examination that the acts of the officers of the said association
were always within their powers and prerogatives as defined by the association’s by-
laws or constitution, or as said acts may have been authorized by the directors of the
association as evidenced by the minutes of their proceedings.

At the time of such examination I was requested by Mr. Frederick A. Burnham,
the President of the said association, to make my examination of the said charges and
of the said association thorough and complete, and to the best of my ability I made
a thorough and complete examination thereof. I was afforded every facility by the
association and its officers to make such examination.

(Signed) ISAAC VANDERPOEL.
Subscribed and sworn to before me
this 2nd day of April 1900. }
(Signed) STEPHEN H. KEATING,
Referee.

NEW YORK SUPREME COURT.

Tae MutuAL RESERVE FunNDp LIFE ASSOCIATION
Against
J. THOMSON PATERSON. J

I do hereby certify that by virtue of the order made by the Hon. Abraham R.
Lawrence, Justice of the New York Supreme Court, county of New York, on the 31st
day of March, 1900, I took the foregoing deposition of Isaac Vanderpoal, having first
taken the referee’s oath.

Dated New York, April 2, 1900.
; (Signed) STEPHEN H. KEATING,
Referee.
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Form 9.
No. 828.

State of New York,
County of New York.)

I, Tromas L. HaminroN, Clerk of the said county and Clerk of the Supreme Court of
said state for said county, do certlfy, that I have compared the precedmg with the
original. . . : : deposmon r
on file in my oﬁice and that the same 18 a correct. ke L Ul transcrlpt
therefrom, and of the whole of such original.

Indorsed filed, May 8, 1900.
In WirNess WHEREOF, I have hereunto subscribed my name and affixed my official

seal, this 16th day of April, 1904.

THOMAS L. HAMILTON,
Clerk.

Q. How long has Vanderpool been connected with the department and what is
his position?—A. He is now chief examiner for the department and has been con-
nected for about 25 years; part of the time of recent years as first deputy super-
intendent and subsequently as chief examiner.

Q. Does he examine into the affairs of all the insurance companies doing
business in the State of New York?%—A. The New York Insurance Department makes
an examination of the companies in New York on an average once in every three to
five years, and Mr. Vanderpoel, so far as the time allows, conducts those examinations
of recent years.

Q. This examination I believe he made specially %—A. He did.

Q. Are you aware of that personally?—A. I am.

Q. Did he go into those matters with you?—A. He Went into very many of them
with me.

Q. Were these charges made and were you heard before any other tribunal in New
York; if so, what, on these charges —A. Subsequently these charges were filed by J.
M. Stevenson and four other policy-holders—my impression is that it was early in April
1900, February 1900, with the Attorney General of the State of New York in con-
nection with a petition for leave to proceed under the Statute for the removal of Mr.
Burnham as president, on account of these derilictions of duty. These charges so
made to the Attorney General were served upon the association and its officers, to-
gether with the affidavits and other proofs admitted to the Attorney General and in
answer we gave our answer. The answer of the Association, also the answer
of the various officers together without affidavits, the entire proof being in the
form of the affidavits and not by a personal hearing in that case. After the filing of
these answers and counter answers, the Attorney General heard argument upon the
matter, at which argument I was present, the counsel for the petitioners being ex-
governor Black of New York, and, for the company, Frank H. Platt, and after the
argument the Attorney General took the matter under.advice and made this finding
in the matter. This finding is not certified, but I personally have examined the
original finding, compared it with this printed copy, and am prepared to swear that
that is a copy of the finding of the Attorney General.

By the Chairman:

Q. The fact of the matter is that these charges were made and brought before
the Attorney General’s Department and not looked into, or set aside?—A. They were
looked into and dismissed by the Attorney General.

By Mr. Coster, K.C., Counsel for the Committee:

Q. That is only the opinion of one man, and probably paid to give it?—A. The
Attorney General of New York? As a citizen of New York I do not think that it is

proper to make such a statement. >
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Q. The finding reads as follows (Exhibit 14.)

BEFORE THE ATTORNEY GENERAL.

In the matter of
The application of James R. Maclay and others, to the Attorney General, to bring
an action to remove Frederick A. Burnham as president of the Mutual Reserve

Fund Life Association. ‘

This is an application under section 1781 of the Code of Civil procedure to bring
an action to remove Frederick A. Burham from the office of president of the Mutual
Reserve Fund Life Association, and is made by policy holders in the association.

The superintendent of insurance is charged with the supervision of associations
of this character, as well as other insurance companies of this State.

Article 4 of Insurance Law vests the power of visitation over Assessment Insur-
ance Corporations in the Insurance Department, and section 207 of that law defines
the powers and duties of the superintendent of insurance, as well as those of the
Attorney General, and is as follows:—

¢ All corporations, assocations and societies to which this article is applicable,
with their books, papers and vouchers, shall be subject to visitation and inspection by
the superintendent of insurance or such persons as he may designate. The superin-
tendent may address any inquiries to any such corporation, association, or society in
relation to its doings or condition, or any other matter connected with its transactions
relative to the business contemplated by this article. All officers of such corporation,
association or society shall promptly reply in writing to all such inquiries, under the
oath of its president or secretary or other officers, if required.

¢When the superintendent, on investigation, shall be satisfied that any corpora-
tion, organized under the laws of this State, doing business in this State of the
character defined in this article is insolvent because of the matured death claims or
other obligations due and unpaid exceeding its assets and death or disablty assess-
ments or perodical calls made or in process of collection, or has exceeded its powers,
failed to comply with any provision of law, or is conducting business fraudulently,
he shall report the facts to the Attorney General, who, if he shall be of the opinion
that the facts require such action, must thereupon apply to the Supreme Court, at a
special term thereof, within the judicial district in which the principal office of such
corporation, association or society within this State is located, for an order requiring
the officers of such association, corporation or society to show cause, at a reasonable
time and place within such district why such corporation, association or society
should not be restrained from continuing to transact business, with power to the court
to adjourn the hearing thereon from time to time, not exceeding sixty days in all’

Pursuant to this power the superintendent of insurance, about August 22nd
1899, eaused an examination to be made of the affairs of this association, and if he
had deemed any action necessary, as a result of that examination, against that cor-
poration or any of its officers, he would have so reported to the Attorney-General.
He did not do so.

The affidavits and documents presented upon this hearing disclose a violent con-
flict upon all the material questions before me. The examination made under the
superintendent of the insurance department is a much more satisfactory and conclu-
sive method of determining as to the condition of the company and the conduct of
its affairs, than a hearing of this character upon conflicting affidavits.

In view of the fact that the superintendent, after his examination, did not deem it
advisable to recommend legal proceedings against the association or its officers, as he
was bound to do under the statutes if he had discovered any irregularity or corrup-
tion, I feel that his determination of these questions should be respected by me.

The commencement of an action of this nature to remove the president of this
association, and the extended litigation which would be sure to follow, even if the
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result should finally prove unfavourable to the petitioners, would be very disastrous
in its effect both upon the association and its policy-holders.

For the reasons indicated, I think that, the interests of all concerned require tha
denial of this application.

Application denied,

Dated, Albany, N.Y., Nov. 21, 1900.
(Sgd.) J. C. DAVIES,

Attorney-General.

By the Chairman

Q. He makes the statement that his investigation is not conclusive—not as con-
clusive as the other examination?—A. In that other investigation I desire to add to
my previous testimony. In regard to the examination made by the New York insur-
ance department I have testified that Mr. Vanderpoel made the examination, and that
he took up with me some of the charges. I wish to add in addition to that, that in
July, 1899, while the examination by the New York Life Insurance department was
still in progress, a copy of the charges were given to the association and the officers,
and an answer requested from the insurance department, which answer was made
under date of July 26, 1899, on oath, by the president and the vice-president. Sub-
sequently thereto, the Insurance Department examined the president under oath
personally. When the report was made, a copy of the report was served upon the
officers of the association, and a hearing was fixed at Albany, New York, which was
attended by the officers of the association and the counsel, and hearing had, and various
charges then made taken up and inquired into at that time, and prior to the filing
of the report of Mr. Vanderpoel as a public document.

Q. Subsequent to the filing of that report, as a public document, the insurance
superintendent submitted the report to the Attorney General, and the Attorney Gen-
eral, on the 13th day of December, 1899, made a finding in reference to said report.

Q. You stated that the superintendent of the ITnsurance Department of New York
went into the charges with you 2—A. The chief examiner.

Q. Did that investigation take place in the presence of the policy-holders who had
made the charges against the association #—A. It did not.

Q. Then the investigation was all conducted between the insurance company
and the Insurance Department of New York without the presence of those who had
made the charges —A. How far the Insurance Department dealt with the policy-
holders ‘T am not informed.

Q. They were not present when he investigated the charges ?—A. The superin-
tendent of insurance stated at the time our hearing that he had the complainants -
before him.

Q. That is not the question ?—A. At the time we were before him, the policy-
holders were not before him—at the same time.

By Mr. McMurchy, Counsel for the Company :

Q. I understand that it is the habit of the New York Insurance Department to
examine periodically —A. Yes.

Q. Without any charges —A. Yes, as a rule they examine all their companies
once in three to five years.

Q. Do they examine the Canadian companies —A. They do not.

Q. Why ?—A. The New York Insurance Department never goes outside of the
State of New York to examine companies, but always accepts the authorities of the
State or company where the company is incorporated as conclusive, and gives implicit
credence to it.

Q. Including Canada %—A. Including Canada.
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Q. A great deal was said about these transfers of policies from the fifteen-year
to the five-year plan, and those transfers were treated as new business. The first
question I have to ask you is this : What was the plan the founder of the association
had with regard to assessments, when a man entered the association as a policy-
holder, and how did that account for the change that had to be made —A. As prac-
tically carried out, the plan was to retain the rate of assessment as of the age when
the party entered the association.

Q. For instance, suppose a man entered at the age of 25, he would be charged a
certain rate %—A. A certain rate at age of entry.

Q. Five years later, another man of the same age enters at the age of thirty.
We will say A. entered at 25 and remains five years in the association : he continuee
to pay as at the age of 25. B. of- the same age, enters at thirty : does B. pay the same
as A. at age thirty, and if not, why not %—A. Under the plan as practically carried
out up to 1895, A. would continue to pay as if he remained at the age of 25, while B.
going in at the age of thirty, and both have the same age, would be paying on the
rate of age thirty, so one would be paying at the rate of 25, and the other at 30,
although both were the same age.

By the Hon. Mr. Landry :
Q. That is the age of entry —A. Yes.

By the Chairman :
Q. That is the universal practice %—A. Yes.

By Mr. McMurchy, Counsel for the Company :

Q. You say that continued from 1881 to 1895 %—A. Yes.

Q. Fourteen years %—A. Yes.

Q. Therefore, if a man entered at 25, and remained there fourteen years, he
would be 39 in 1895 —A. Yes.

Q. And a man might come in at the age of 39, and although fourteen years older,
he might be paying an assessment for that age, while the who entered at 25 would be
paying the assessment for the age of entry %—A. The man who went in at 25, would
be, at the end of fourteen years, thirty-nine, and would be paying on the basis of age
of 25, while the man who entered at the age of 39 would be paying on the basis of
age 39.

Q. How did that bear on this transfer from the fifteen-year to the five-year plan,
and what was the necessity —A. The result of that was, that the members who had
been admitted at the earlier ages, were not paying the cost of the insurance, but were
paying only a portion of it, while later members were compelled to make up the
deficiency, and in the matter of transfer which brought them under a contract to pay
rates at attained age, it largely increased the premium receipts of the company, from
the business so transferred.

Q. In other words, as T understand it, your object was to make every man of the
same age, no matter when he entered, pay at the same rate—is that correct ?

Hon. Mr. WiLsoNn.—Or, in other words, violate the contract he had made at 25
years of age ?

Q. What was the object of making the transfer —A. The object of making the
transfer was that the business that had theretofore been written was on insufficient
rates, if the rates were counted as fixed as of age of entry, and there was the absolute
necessity existing of increasing those rates in order to collect the amount necessary
to pay death claims, and to apportion it properly among the membership, and under
the form of contract which avoided many of those errors: that had crept into practice
in the earlier business, which form of contract was the one which was being used for
new business of the company, it was deemed desirable to exchange the policies, so far
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as individuals consented to exchange them, bringing them to a better basis of con-
tract, and avoiding those early dificulties, and in doing so, of course, increased the
premium income of the company from the business.

Q. With the consent of members —A. With consent of each individual member.

By the Chairman:

Q. I can understand that the rate should be increased to meet the death claims.
Now, one of the charges made by the policy-holders of the company is this, that their
rates were not increased solely to-meet death claims, but to meet extravagant expenses.
There is the sum and substance of the situation—there is no use of hiding it. There
is the complaint of the policy-holders—that the premiums were increased, not only to
meet the death claims, but their complaint is, the expenditure of the company was too
large, and, consequently, their rates had to be increased for both reasons. These are
the questions which have to be met.—(No answer.)

By Mr. McMurchy, Counsel for the Company :

Q. You can give the explanation you proposed to give, at a later stage?—A. This
is the first time, I would say in explanation, that any specific charge in this regard, as
before this committee, has come before me. I have been labouring under the dis-
advantage of having no formulated charge to answer or address my testimony to. On
the matter of such a charge as that, I shall be very glad to submit to the committee
what I regard as conclusive evidence, but it will take a little time to put it in formal
shape, which, in my opinion, would be very much better than to attempt to go into an
explanation of it here, which would necessarily take a great deal of time ,while I
could submit it in figures much more succinctly. As far as the Canadian business Is
concerned, I have figures that, I think, would explain.

By the Chairman:

Q. Senator Béique, last evening, brought to your attention this main fact, that
the policy-holders of Canada had paid into the treasury of the association over five
million dollars in assessments?—A. That covered everything.

Q. The Senator ‘then stated that policy-holders of Canada had obtained only
$3,060,000 out of that sum. Now, he asked for an explanation of that. The explana-
tion given was, that nine hundred thousand dollars and over were paid for the ex-
penses to the agents in Canada. Then the Honourable Senator brought to your atten-
tion the fact that that did not explain the balance of $740,000, and I think your answer
was, that out of that amount there was some $240,000 in the hands of the Dominion
Government as a deposit. The Honourable Senator did not draw his conclusions, but
there was no explanation for the balanace. That meant that the policy-holders of
Canada are paying more money to the company to meet their death claims and the
expenses of the company than they get in return—that is, according to the figures %—
A. Necessarily they must. They are a part of the membership of the company, and
all general expenses which are incurred for the entry membership are charged as of
the home office, and they should contribute towards those general expenses which are
for the whole company, their proportionate share, the same as any. other policy-
holders. I had some figures here, which I am sorry Mr. Béique is not here to see, but
no increase was made in these premiums until 1895. From 1885 to 1894, both inclu-
sive, the total income, including interest and everything in Canada, was $1,764,436.
The payments to policy-holders were $941,811. That is, that during the time preceding
any increase of the entire income in Canada, where $100 was collected, in the entire
income, including interest, $53.38 was returned in policy claims to the policy-holders.

Q. That is, for every hundred dollars a Canadian paid he got back $53.38 2—A.
Yes.

Q. That would cost him $46.62 for insurance?—A. Now, taking the same figures
from 1895 to and including 1903, 1895 being the first year in which the increase in
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rates was made, the income in Canada from all sources, including interest, was $3,-
268,082. There were paid in policy claims during the same time $2,118,218. That is,
for each $100 income during that period, there was paid to policy-holders, $64.81.

Q. Making the net cost $35.19 —A. Yes. Now, if you count everything as used
in expenses, all the collections in Canada not returned to policy-holders or deposited
with the government you have this result : from 1885 to 1894, both inclusive, prior to
any increase in the rates, there was returned to policy-holders $941,811, and there was
used for expenses upon that basis—counting everything as expense—$715,049. For
$100 returned as policy claims, there was used $75.92. From 1895 to 1903, the period
during which these increased rates occurred, there was paid to policy-holders in
Canada, $2,118,218, and there were expenses calculated upon the same basis as during
the preceding term, that is, everything collected, less payments to policy-holders in
deposits, $1,013,362. That is, for each hundred dollars paid to policy-holders in
claims there was used for expenses $47.84, as against $75.92 in the preceding term.
Now, I submit that a basis of comparison can only be had by similar business of the
Canadian company, doing business in Canada at the opening of the time when the
Company came into Canada, and continuing through that term, collected during the
time.

By the Chairman:

Q. What companies are those%—A. All the Canadian companies grouped together.

Q. Mutual assessment companies?—A. No.

Q. All kinds?—A. Yes.

Q. I do not know whether the comparison would be fair to the policy-holders?—
A. We are still a mutual company. Many of the largest companies in the United
States on the old line basis are mutual companies. The Equitable is a capital stock
company. The Mutual Life is a mutual company. The payments to policy-holders
were $49,253,435, and the expenses, $28,276,456, making for each hundred dollars paid
to policy-holders and expenses, $57.41, against $47. To cover the entire period and
average expense, I made the distinction up there, because it was said the increased pre-
miums meant an increased expense, and I divided, and for the whole period the Mutual
Reserve was, for $100 paid to policy-holders, $56.48. If we exclude the Canada Life,
which was in a peculiar class by itself, because of its extreme size at the time, the pay-
ment to policy-holders was $28,243,962, and the expenses, $20,574,019, being, for each
$100 paid to policy-holders, expenses of $72.84.

By the Hon. Mr. Wilson :

Why do you exclude the Canada Life —A. Well, it had a very large business,
which none of the other companies had at the time.

Q. Still some of the United States companies had —A. I was comparing the
Mutual Reserve, four years old, with the Canadian companies, so that the comparison
should be entirely fair.

Q. That is for the whole period %—A. For the whole period. As I say, I am
willing as regards the entire business of the company, to submit an exhibit as to
the expenses before the increases were made and after the increases were made.

By Mr. McMurchy, counsel for the Company :

As regards the Canadian business %—A. No, the entire business to show there
was not the swallowing up in large expenses which the chairman says was one oI
the charges against the company.

Q. Something was said with regard to the misunderstanding that arose between
Mr. Stevenson and some others as to the terms on which that transfer was made
from the fifteen-year plan to the five-year plan. In effect, I think, the allegationl was
that there was an unfair dealing with the mortuary fund %—A. Mr. Stevenson has
testified that this business when transferred was treated as new business, and that a
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commission for new business was paid on the transfer, and that in addition thereto
there was paid the last mortuary call that had been paid by the policy-holders.

Q. That is the sixty-day call %—A. The sixty-day call, so that the agent received,
if he was getting the sixty-five per cent and the mortuary call. I have to say that that
statement by Mr. Stevenson is not correct, that the last mortuary call was not paid
in addition to a commission for transferring the business.

By the Chavrman :

That 1s a part of the testimony that you object to; it ought to be the mortuary
call alone %—A. He states the mortuary call was paid in addition to the commission
and it is correct.

Q. Is the balance correct, that these transfer were treated as new business ?—A.
They were treated as new business.

Q. And commission paid accordingly %—A. Yes, during a certain period of time,
they were carried on as new business.

By Mr. McMurchy, counsel for the Company :

Q. Why was that done %—A. Because it was believed by the management that it
was very greatly to the advantage of the mass of policy-holders, that as much of this
business as possible should be transferred upon the higher rates, and upon a definite
contract, and thus avoid the difficulties that were sure to come about in the succeed-
ing increase of premiums, and also provide for the company at once an increased
revenue from premiums, and the result of this transfer succinctly up to the end of
1899 was in round numbers—I have not the exact figures here—the business trans-
ferred during all the time, including fifteen year and ten year business both—a cita-
tion was made from the report which only covered the fifteen year business and I
cover all the transfers from the fifteen t6 the ten and the five—was a trifle under
fifteen million dollars. Mr. Stevenson testified it was somewhere between twenty
and twenty-five millions, but by actually taking the policies off, it was a trifle under
fifteen millions dollars,

Q. Did you take them off yourself ~—A. I had them taken off by clerks, and
verified it afterwards. I did not verify all the policies, but took every twentieth one
and verified it. I could not go over every policy personnally.

By the Hon. Mr. Wilson :

Q. You are satisfied there is a difference, you say?—A. I am satisfied it was cor-
rect. To the close of 1899 the business that was so transferred had paid to the com-
pany in premiums between nine hundred and nine hundred and one thousand dollars.
The cost of making the transfer was between two hundred and seventy-three and two
hundred and seventy-four thousand dollars, leaving the net premiums received upon
that business at $627,000. Had the business not been transferred the premiums which
it would have paid would have been $506,000, so that after paying the actual cost of
the transfers the business gave to the company $121,000 more in that period than there
would have been if it had not been transferred.

Q. And that money was available for the payment of death claims?—A. It was
available for the payment of death claims.

Q. Is there any intention to keep transferred policies still on the books as in
force —A. Not only was there no intention so to do, but the orders were imperative
that no commission could be paid upon the new policy until the old policy had been
surrendered and cancelled, and the assistant secretary, Mr. Stevenson, who was charged
with the preparation of the vouchers for the payment of these commissions, was re-
quired to certify to that effect in regard to every one of them. As regards this charge,
that the transferred policies were continued upon the books, it was not contained in
the charge to the Insurance Department of New York made in 1899, and it was not

contained in the charge made to the Attorney General in the beginning of 1900. The
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first time that it was heard of as regards these transfer policies—I am not saying there
was not a charge with respect to policies that were not actually in force, being put on
the books, but I am talking of this specific charge of two million dollars which Mr.
Stevenson testified to the other day, the first time it was brought to our attention was
in an affidavit made by Mr. Stevenson in connection with a motion of J. T. Patterson,
to have his bail reduced under his suit for libel. In that affidavit, Mr. Stevenson
states the fact of policies having been retained, and says the amount was one million
dollars. In his statement here, he says they are retained, and the amount is two
million dollars. Mr. Stevenson says in his testimony here that early in January he
talked with the Actuary’s Department and found they had a record of two million
dollars more than his record showed, and he came to me and talked to me about it.
The fact of any such interview, I deny, but I want to state that the record of busi-
ness actually in force would not be made up until just about the time of the annual
meeting. There would be, in the meantime, however, a number of rough figurings, be-
cause at the close of business we were all anxious to know what the results were, and
to get as near an approximation as we could, and various times there would be rough
figuring, but the final report which was sworn to would not be made until twenty-
four or forty-eight hours after meeting, and it was the day he says he wrote his
resignation, and the day preceding the day he tendered it, so that there was a differ-
ence between the rough figuring, and he would not know there was a difference whern
the report came to be made up and presented to the department. :

Q. Mr. Stevenson may have seen rough approximate figures, but not the sworn
return —A. He left the office before the sworn return was made up in the office, and
that was not until after the annual meeting.

Q. He has claimed, in addition to that, that where there was a reduction from a
ten to five thousand dollar policy, that the cancelled ten thousand dollar policy war
not deducted, but there was a report that there was fifteen thousand dollars in foree
instead of five thousand %—A. That is part of his two million dollars which I have
been testifying did not exist.

Q. He says that you told him the volume of business for 1898 was not very large,
and it was not a very advantageous time to make the change, and you cut that busi-
ness out?—A. That interview I never had.

Q. Then the question of delinquent policies, I think you have an explanation to
make about that, and in connection with that, I should like to direct your attention
to the addition made by the witness to his statement. After he was examined by the
committee, he added a footnote?%—A. When I came to the company the custom of re-
turning to the department business on which the assessment had not been paid—one
or more assessments had not been paid up, two in a year lapsed—was in vogue. I dis-
cussed it with the officers of the company, including Mr. Harper, and he had given me
the reason why this custom prevailed. During that year, 1894, and the early part of
1895, there were two examinations of the Mutual Reserve, and they were going on
concurrently. The New York Insurance Department was making an examination un-
der Mr. Appleton, the chief clerk at that time, and the Department of Illinois, Ohio,
Texas, and South Dakota were making a joint examination. During this examina-
tion, I discussed the question of the retention of this in the reports, with Judge
Spencer, the counsel of the New York Insurance Department, and he saw no reason
to instruct for a change, but some reasons why it should be retained. That it was not
a matter concealed, I desire to quote in my testimony a paragraph from the report of
the four State Commissioners, Illinois, Ohio, Texas and South Dakota, which is
published in the twenty-second annual report of the Insurance Superintendent of the
State of Illinois, 1895, covering the year erding December 31, 1894. In reporting as
to their examination these four superintendents say :—

¢ The books of the association showed the number of members on November 13,
1894, to be 92,155. Of this number 5,056 are in default of the eurrent or several pre-
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ceding assessments on December 24, 1894. TUpon the ruling of the Supreme Court of
the State of New York these delinquent members have a vested right in said contract
at any time, within the year on certain conditions.’

I quote that, to show that even at that time it was publicly known to officials of
the Insurance Department that that custom prevailed.

By the Hon. Mr. Wilson :

Q. Would that apply to that Canadian business too %—A. That would apply to
that Canadian business too.

Q. You say it was the New York law —A. The Supreme Court of New York
Lad passed upon the feature of the contract of a company that had a similar provision
in regard to the right of reinstatement. That right of reinstatement applies to every
policy-holder of our company, whether in Canada or elsewhere, so the rule of having
a vested right, covered every policy-holder, whether in Canada or elsewhere.

By the Hon. Mr. Land;'y:
Q. He has twelve months %—A. Yes.

By the Hon. Mr. Wilson :

Q. Had Canadian policy-holders availed themselves of that rule %—A. A great
many to reinstate.

Q. Generally —A. Not generally. I do not mean to say that the majority of
them, or generally, reinstated, but a great many had reinstated, whose policies had
lapsed under the previous constitution.

Q. Could you briefly state what the provision was in Canada #—A. It is the pro-
vision of the By-law :—

¢ The Executive Committee shall have power to reinstate a delinquent member at
any time within one year, for good cause shown, and upon satisfactory evidence of
good health and upon payment of all delinquent dues and assessments.’

Q. The New York Supreme Court decided it was not left optional ¢ What is the
case —A. It is a case against the Massachusetts Benefit Life.

By Mr. Coster, K.C., Counsel for Committee :

Q. I never heard of such a case %—A. I have, and I will ascertain and give the
citation.

Q. Do you mean to say that they have it as a matter of law, when the contract
was void —(No answer.)

By the Hon. Mr. Wilson :

Q. It seems strange to me if they had that power, that you made it known in
Oanada, or were you acting under the Supreme Court of New York ¢—A. I will say
in reference to that, that every policy-holder whose policy lapsed, whether in Canada
or anywhere else, had a circular sent to him calling his attention to the fact that he
had lapsed, calling his attention to the provisions of the by-law under which he had
the right of reinstatement, and that was done within thirty days after the date of his
lapse. Then, within fifteen days after that, if he had not reinstated, a form of letter
called the president’s letter, because it bore the signature of the president, was sent to
the policy-holder, calling attention to the preceding circular and repeating his rlght to
reinstatement, and there were hundreds of policies reinstated under that provlslon,
and millions of insurance. In this case, the Massachusetts Benefit, which I will give
Mr. Coster the citation of, even if I have to telegraph to New York for it, the man
‘had lapsed his policy and died. Before the thirty days expired, the beneficiaries
brought evidence to the company of satisfactory reasons for his lapsing.

Q. How long had he lapsed —A. It was less than thirty days.
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By Mr. Coster, K.C., Counsel for the Committee :

Q. That was before the thirty days had expired %—A. It was within sixty days of
the due day.

By the Hon. Mr. Wilson :

Q. In less than thirty days he certainly was entitled to the death insurance.
Your answer does not explain in any way the right of the Canadian policy-holders to
be reinstated —A. That is covered by the by-laws which I have already read. It is
part of every contract.

Q. It gave no information to the people, or the insured in Canada, of the rules
whereby you were governed in New York, because there you were governed by the
decision of the Supreme Court. Now, what I wanted to know was, did you inform the
policy-holders of Canada as to what course the Court of New York took so as to place
them in the same position as the policy-holders of New York —A. We did not inform any
of our policy-holders in reference to this decision of the Supreme Court of New York,
but we did inform every one of our policy holders when he lapsed that under the
constitution and by-laws he had the right of reinstatement on furnishing satisfactory
evidence of good health and paying the delinquent dues and assessments, and that
was done, not only once, but it was done every time that a man lapsed, and a second
notice was sent to him afterwards recalling his attention to that fact.

Q. The course that you pursued in New York with the circular you sent out,
would it cover the course you pursued in reference to policy-holders in Canada ’—
A. It was identically the same in New York and Canada. _

Q. Then it was certain conditions. New York compelled you to say this man
may be returned under certain conditions; did you make it known that these men
could compel you to accept the renewal of their insurance under those conditions ?%—
A. We did not make it known to any one as regards that decision of the Supreme
Court of New York. This provision of the by-laws was a part of every contract whe-
ther written in New York, England or Canada.

Q. Will you say whether the conditions were changed after the decision of the
Supreme Court of New York?—A. The conditions were the same before and after
This was simply an interpretation by the courts of New York of what the meaning
of that clause which was in the contract and had always stood there, was, and as a
decision of our own State it bound the corporation everywhere.

Q. How was this decision obtained ¢ Was any action entered to bring it before
the Supreme Court?—A. In this case that I refer to, the party was assessed by the
Massachusetts Benefit and he had thirty days of grace after the date of the assessment
to pay. He failed to pay during that thirty days, so that the policy had lapsed.

Q. He was dead?—A. Not during that thirty days. He was living at the expira-
tion of that thirty days, but during the next succeeding thirty days he died, and
the beneficiaries came and tendered the money and claimed the right of reinstate-
ment, giving good cause for the lapse, and the company refused to receive it. There-
upon the beneficiaries entered suit against the Massachusetts Benefit, claiming that they
had a vested right of reinstatement, having given evidence of the causes of the lapse
and good health, which should have been satisfactory reasons, and although the words
were almost indentical with these, the decision of the Supreme Court was that it was
not a matter within the discretion of the directors to say arbitrarily that it was or
was not satisfactory to them, but that if evidence was presented that should be satis-
factory, that was satisfactory under the by-laws, and under the vested right, the man
had the right to reinstatement, even though it was exercised by the beneficiaries after
he died, and they reinstated the policy and gave judgement for the face of it.

Q. You would in no way notify your insured in Canada of the rights that they
might under the law or under the decision of the Supreme Court have, that if they
allowed their policies to lapse, and within a certain time gave you evidence that they
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should be reinstated, you did not notify them to that effect, so that they could come
back and reinstate, or in other words, you allowed them to be frozen out?—A. We
notified every one of them every time that they lapsed.

Q. I know you notified them, but you did not notify them that the Supreme
Court held that they had the right after a certain time, under certain conditions, to
be reinstated ?—A. We did not notify them that the Supreme Court so held, but we
notified them, that they did have that right, and that was certainly more conclusive;
we notifying them, we could not plead afterwards that they had not the right?

Q. Did you give them any different notice to what you had given previously ?—
A. No, we had always given them that notice.

Q. You did not give them the benefit of the decision of the Supreme Court?—A.
We gave them the benefit of the decisign of the Supreme Court.

Q. How did you come not to change your notice?—A. Because they always had
the right, and this was simply an interpretation of a right they always had.

Q. According to the decision of your company, they did not have a right, because
you contested the right, and refused to pay until the Supreme Court told you you
should pay?—A. I beg your pardon: this was not a case agamst our company: it was
agamst the Massachusetts Benefit Life.

Hon. Mr. McMuLLEN.—I must apologize to the company for submitting a state-
ment which was not correct. I took the wrong figures. I have the figures right now.

The Wirness.—I desire to apologize for any heat I showed.

By the Hon. Mr. McMullen:

Q. I have the figures from 1886 to 1902. Now this is the New York Mutual
Reserve Life. I have taken the figures from the returns submitted to parliament
every year and certified to as being correct by the inspector of insurance. I have
taken them off these books carefully. In 1886, you received from policy holders
$100,218%—A. That includes interest. g

Q. No, it does not include interest. The column that gives it in the blue-books
says ‘ Received from policy holders”. I have taken nothing whereby the company
earned money by interest on deposits or anything else. This is the bare sum paid by
the policy-holders to the company, and on the other hand, the bare sum paid out to
policy-holders for any purpose —A. Yes, $37,000 paid out.

Q. You have that?—A. Yes, $37,000 paid out.

Q. You received from policy-holders $128,096 and you paid them $62,650%—A.
Unless I make objection, it is assumed I consent.

Q. In 1888 you received from policy-holders $142,972 and you paid to them
$73,200. In. 1889 you received from policy-holders $160,139 and you paid to them
$82,600. In 1890 you received from policy-holders $181,212 and you paid to them
$105,597, and in 1891 you received from policy-holders $186,032 and you paid to them
$111,800. In 1892 you received from policy-holders $216,811 and you paid to them
$133,650. In 1893 you received from policy-holders $268,180, and you paid to them
$160,905. In 1894 you received from policy-holders $313,526 and you paid to them
$160,595. In 1895 you received from policy-holders $323,189 and you paid to them
$163,793. In 1896 you received from policy-holders $416,314 and you paid them
$264,728. In 1897 you received from policy-holders $517,628 and you paid them $280-
239. In 1898 you received from policy-holders $455,567 and you paid them $300,693.
In 1899 you received from policy-holders $416,354 and you paid them $304,120. In
1900 you received from policy-holders $438,329 and you paid them $230,450. In 1901
you received from policy-holders $355,879 and you paid them $292,322. Did you send
in return for 1902 %—A. We did, yes.

Q. I cannot find them.—A. You will find it under the legal reserve. Before that

it had been under the assessment, I think.
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Q. This statement commences in 1886, and you answered me to-day that the only
assets you have got for the policy-holders in Canada of the New York Mutual Reserve
Life is simply the amount of money that is now in the Receiver General’s hands in
Canada, $228,000.—A. This return that you show for some years includes the legal
reserve business. We have a deposit separate for the legal reserve business, separate
from the assessment business since 1899.

Q. That is a clear statement of the amount of money that you have collected out
of policy-holders in Canada, and the amount of money that you have paid them for
sixteen years. Now, on your own oath to-day you state that there is nothing to the
credit of these people, unless what-is in the Dominion treasury, the $228,000. What
is the amount you have collected from policy-holders in these sixteen years in Canada?
$4,821,041? You have paid to them $2,7 65,141, which leaves over two millions of money
that has been collected from those policy-holders, one dollar of which is not to the
fore, unless the $228,000 in the Dominion Government’s hands. Is that correct —A.
I do not think your footings are correct.

By the Hon. Mr. McSweeney :

Q. You received from the Mutual Reserve $194,858.10—payments to policy-holders
for the year 1903. That is right?—A. Yes. :
Q. Excess of income over expenditure, $71,221.81%—A. Yes.

By the Hon. Mr. McMullen s

Q. That will make this $491,000. That shows that there is an excess in that year
of over $71,000%—A. Covering the entire time that we have been in business in Can-
ada, and covering both the legal reserve and assessment business, we have collected—
that includes some years you have not got there—$5,417,186, and we have paid to
policy-holders—this is both assessment and other policies—$3,246,061.

Q. That leaves clear about $3,000,000— —A. $2,0000,000,

Q. Taking your own figures, it would make it very much more?—A. I beg pardon,
I have misled myself. The figures that I gave you' included the interest. Excluding
the interest, the amount collected from policy-holders in Canada was $5,312,302.03.

Q. That would include the other two years?—A. That includes the whole nineteen
years we have been in business.

Q. That virtually leaves $2,000,000 that has been collected from policy-holders,
and now you state that all the money that was on hand is $228,000. What has become
of the money?—A. It has been used for expenses within the Dominion of Canada—
$1,067,303.

Q. Covering what period ?—A. The whole nineteen years.

Q. What were these expenses —A. They were all reported to the Insurance
Department of Canada.

Q. What were they?—A. They covered the commissions to agents, collections,
taxes, and they covered the general conduct of the business in the Dominion of Canada,
the same expenses that any insurance company incurs in transacting its business.

By the Chaiman :

Q. Tt does not cover the amount required for the home management ?—A. No, that
is the expenditure in the Dominion of Canada.

Q. Apart from what the home office takes from this portion of their business to
run it?—A. Yes.

Q. Are you in a position to give an approximate estimate of what it would cost
the policy-holders in Canada to run it from the office in New York? I do not suppose
you would be in a position to say%—A. I am not now, but I think I could present to
you a very succinct statement at the next hearing.

Q. It would cost them something?—A. Oh, certainly.
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By the Hon. Mr. McMullen:
Q. You said that the amount spent in Canada was how much?—A. $1,067,303.

By Mr. McMurchy, Counsel for the Mutual Reserve:

Q. Does that include taxes?—A. That includes taxes; that is for the nineteen
years.

By the Hon. Mr. McSweeney :

Q. I see that the deposits in Canada of stocks, bonds and debentures of the Altna
Life was $4,298,216; the Fquitable, $8,000,000. These companies seem to have a large
amount on deposit.—A. They have done a very large business for a long number of
years, a business calling for a fixed reserve.

By the Hon. Mr. McMullen:

Q. You give us the amount of expenses in Canada of running your-business dur-
ing those years, $1,067,803 %—A. Yes.

Q. It has cost you annually to run your business in Canada $56,174 a year, on
an average—is that what it has cost you?—A. I have not the average figure, but I
should say that was about the average.

Q. For managing the business in Canada?—A. Yes.

Q. That included legal expenses and everything?—A. Yes, legal expenses and
taxes, includes the expenditures in Canada for the transaction of the business. When
I stated this morning that $228,000 was all, I supposed that the gentleman was re-
ferring simply to the assessment branch of the business. In point of fact, outside of
premiums deferred and uncollected, we had assets in Canada at the end of last year
of $398,678. Of that amount the cost price of deposit with the government and the
deposits under our trust deed, was $262,783. Since then we have deposited $40,000
additional, bringing the costs of the deposits moneys expended in deposity up to
$303,783, and there was in addition to that about $136,000 in the banks and loans
against policies in Canada which would also come out of this amount. Those are the
only sums held specifically and absolutely for the protection of Canadian policy-
holders.

Q. In this latter statement you have increased the sum that you say is held for
the safety of policy-holders in Canada. This morning when I asked you the question,
how much was to the credit of the policy-holders in Canada, and I mentioned the sum
that you had in the government’s hands, $228,000, you said ¢yes, practically that is
all.—A. Yes, I said so.

Q. How is it you contradict that now?—A. I will explain. I say that I under-
stood the gentleman to be referring entirely to the assessment business of the com-
pany in Canada.

By the Chairman:

Q. Is there any other business in Canada besides the assessment business?—A.
Yes, we have $80,000 deposited for our legal reserve business, and I was confirmed in
that by the fact that the Senator quoted as the amount that was on deposit for the
benefit of the policy-holders the exact sum that was on deposit at the end of the year
for policy-holders. Therefore, I understood, and was confirmed by ‘that quotation of
his, that he confined his questions to the assessment business.

By the Hon. Mr. McMullen:

Q. I ask you straight, you have now an Act before Parliament for the relief of
the policy-holders. That does not include any except those on the assessment plan,
does it?%—A. No.

Q. Now in that Act you propose to set aside, in order to produce your reserve,
$150,000 of the $228,000 now in the Receiver General’s hands. You propose setting
: ELDRIDGE
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that aside and you purpose loading the policy-holders with an additional sum to make
up the reserve so that you can go on and do business?—A. That is not my Act.

Q. You have read the Act?—A. Yes.

Q. Is that not what the Act proposes?—A. I do not so understand it, no. Aside
from that, Mr. Chairman, I beg to say that I took squarely the position on behalf of
the company on the first hearing I had on this Bill that we were in the hands of the
Government, and the Insurance Department as to what terms they would give in the
Bill. We were prepared to assent thereto, so that we are not advocates of this Bill or
any other.

By the Hon. Mr. Wilson:

Q. But you are favourable to this Bill. You would proceed to act under it *—A.
If this Bill were passed, I presume we would proceed to act under it.

Q. Then you endorse the Bill, and it meets with your approval?—A. It meets
my approval with limitation, and I believe it can be, and will be improved before it
comes out of the Insurance Department.

By the Hon. Mr. McSweeney :

Q. How will it effect the American policy-holders?%—A. There was a point I de-
sire to continue in my answer when I was interrupted. These sums are here speci-
fically for the protection of the Canadian policy-holders. To these sums the Ameri-
can policy-holders could have no recourse under any consideration, or under any con-
dition. On the other hand all the funds held in the United States are for the benefit
of the policy-holders and the Canadian policy-holders share in the protection of those
funds equally with the policy-holders in the United States. There is the distinction
I wish to draw between the specific funds deposited.

By the Hon. Mr. Wailson:

Q. We should have the United States law to ascertain whether you would be held
under obligation, and compelled to pay the proportionate share to the Canadian policy-
holders, if it was required so to do. You see the company is responsible pro rata to
divide with the policy-holders of Canada. Is there any law to that effect in New York?
—A. The law recognizes but one membership, and it charges us in our liabilities with
the present value of the policies in Canada, as well as everywhere else, and that is one
of the liabilities that the New York department charges against us, and values these
policies yearly to determine what that is.

Q. That is true, but in case of any difficulty would you be compelled under the
law of New York to divide up equally or proportionately with the policy-holders of
Canada?%—A. T could not cite you a decision, but it is so beyond question. I have no
question that it is absolutely so, and I do know that our deposit with the Insurance
Department of New York, contrary to the condition of the deposit here, is for the
benefit of all our policy-holders, all the members of the company, and all the policy-
holders, while this deposit here is simply for the beneﬁt of the Canadian policy-
holders.

By the Chairman:

Q. That means that a Canadian policy-holder has a double advantage?—A. Yes,
no question about it under the law.

Q. He can appeal to the funds in the hands of the Government of Canada, and if
those funds are short, he can go to the United States %—A. Yes.

Q. Whilst an American cannot come over here?—A. No.

Q. It is a peculiar arrangement?—A. It is a peculiar arrangement in this regard.
In the United States the same condition does not apply as regards a Canadian com-
pany.
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Q. Is that law general in the United States, or is it a State law %—A. We have no
Federal law with reference to insurance, but it is the general law of the States.

By Mr. McMurchy, Counsel for the Mutual Reserve:

Q. It is not the law in the different states of the Union that a deposit must be
put up in that State for the benefit of the policy-holders in that State’—A. No, the
one deposit with our home State covers all the States. They receive it specifically,
The law requires a minimum deposit of $100,000, but it requires us to hold assets for
the number of policy-holders we have.

By Mr. Chairman :

Q. You do not need special laws for special States to cover that ?—A. No.
Q. The New-York law is sufficient %—A. Yes.

By Mr. McMurchy, Counsel for the Mutual Reserve :

Q. Here the government hold the money, whilst in New York they are satisfied
to let the company hold the money.—A. The department do not require Canadian
companies to deposit money.

By the Hon. Mr. Wilson :

Q. I do not see why the company would consent to allow the funds deposited here
should be exclusively for Canadian policy-holders, and the insured in New York can-
not get the benefit of the moneys in Canada when the Canadian policy-holders have
the benefit of the deposit in New York %—A. I think I can easily answer that. That
it was the only terms on which we could get into Canada and when T came into the
company I found that condition existing. I do not know that I should assent to it
myself now, perhaps, after my experience.

. By Mr. McMurchy, Counsel for the Mutual Reserve :

Q. The Mutual Reserve has to put up a reserve in Canada for each Canadian %—
A. On the legal reserve plan.

Q. How much of that reserve is given credit for in New York by the Insurance
Department in estimating the assets of the Company over their liabilities %—A. Only
such portion as is covered by liability on Canadian policies. If we had $500,000
deposited in Canada and our liabilities on Canadian policies were $300,000, the $200,-
000 would be excluded from our assets to the New York Insurance Department be-
cause it is beyond their control and could not be touched for our general policy-holders.

Q. They credit you in New York with the deposit in Canada to the extent that
that deposit is required to meet the policies in Canada %—A. Exactly.

By the Hon. Mr. McMullen :

Q. The Hon. Senator Kerr stated the amount of money that was in the hands of
the Receiver General as $228,000.—A. That was the valuation at that time.

Q. And he admitted that it was the intention of the company to set aside two-
thirds of it, $150,000, towards creating the necessary reserve that you should hold in
order to enable you to do business. Then on the back of that, in order to make up the
balance of the reserve that you required to hold. You said that your insurance in'
('anada might be cut down probably to $4,000,000 %—A. Yes.

Q. How much of a reserve would you require to hold on $4,000,000 2—A. If the
policy-holders accepted the option under which the rate is fixed at attained age at the
moment of the change there would be no reserve.

Q. When %—A. The moment the change was made; it would be a new policy.

Q. Without any reserve at all ~—A. Without any reserve at all. 'When the first
premium is paid, the net premium on that is the reserve at that moment, and as the
reserve piled up it would have to be deposited with the Government, :
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Q. I understand now that when the change takes place at that moment there is no

eserve at all ~—A. Yes, because it is a new contract.

Q. And every policy-holder in Canada commences on a new basis with nothing to
his credit %—A. Nothing. .

Q. Not a dollar %—A. As far as that policy is concerned.

Q. Do you mean all the policies that are now outstanding, and all the policies
that would be taken, commence on a new footing —A. Any policy that accepts the
principle of the Bill and takes the insurance at attained age starts new. The Bill
gives two advantages. The rates are lower than any company will give in Canada and
then again it extends the privilege to every policy-holder without regard to what his
physical condition would be. It does not require him to have a medical examination.

Q. To return to that statement you say to us now that if all those policy-holders,
when this Bill passes accept the conditions contained in this Bill they virtually com-
mence anew. ' They have nothing to their credit. The first payment they make is the
only reserve they have. As I stated a moment ago you have done business here for
nineteen years and during that nineteen years you have collected from your policy-
holders the amount you say %—A. I have testified the figures. The figures are correct.

Q. And you have $2,100,000 of money left %—A. No, I have not.

Q. Where has it gone to —A. We spent $1,000,000 odd doing business in Canada.

Q. You have $1,000,000 left %—A. And T testified that there was nearly $400,000 of
it in Canada.

Q. Where is it %—A. A portion of it in deposit with the Government and a
portion with the Toronto General Trust Corporation and a portion in the banks.

Q. Is that to the credit of the policy-holders *—A. It is.

Q. Why do you not give them credit for that money ? What are you going to
do with that ? You say the very moment the policy-holders comply with the provi-
sions of this Bill they commence anew, turn over a new leaf, and nothing to their credit,
and the first reserve is the first payment on the policy. Now, you see there is a large
amount, $400,000. What becomes of that money ?—A. The money with the Torontd
General Trust Company belongs to the legal reserve policy-holders to help to recover
their reserve as charged by the Government and required to be deposited in Canada.

Q. It does not belong to the policy-holders who are dealt with by this Bill at
all %—A. No. '

Q. Tt was not collected out of them ?—A. It was collected from the legal reserve
policy-holders, but it is included

Q. The policy-holders that you profess here to deal with contributed none of
the money that is now in reserve unless the $228,000 in the Dominion Government’s
hands %—A. They did not.

Q. Then they have no right to credit for that money. Where has the $2,100,000
gone to ¢ You say there has been $1,000,000 of it spent in one way and another.
There should be another $1,000,000 where is that ¢ You have shut out the deposit
in Canada except what is in the hands of the Dominion Government. You say the
assets in Toronto belong to a different class altogether. Where is the money that
you collected from assessments on those policies —A. I have yesterday and I gave
again this morning testimony of all the collections made from assessment business
independently and the expenditures and the balance over the expenditure. The
figures that were brought in include everything paid to the company in the Dominion
of Canada both by the assessment policy-holders and the legal reserve policy-holders.

Q. No that is not correct. I have only got down to 1902. You have only been
in operation on the legal reserve system since 1901 or 1902. What year did you com-
mence that legal reserve #—A. 1899.

By the Chairman :

Q. You have stated that from all policyholders, whether on the level premium or
whatever it is, there has been collected $5,000,000 odd. Of that amount how much
have you collected from policy-holders on the level preminm plan —A. $371,015.
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Q. That practically leaves the amount in round numbers $5,000,000. So the
business done on the level premium plan in the last five years only amounts to $300,-
000 odd?—A. Yes.

Q. Does that million that was spent in Canada include the assessments and the
level premium policies?—A. It includes both. The expenses in Canada for the assess-
ment policies for nineteen years—I am talking about nineteen years and he is speak-
ing about sixteen—the expenditures were $999,865.

Q. Does that include the amount of expenses you have to undergo for the level
premium business?—A. No, that is confined to the assessment.

Q. You have collected $350,000 on the level premium plan: what were the expenses
in regard to that?—A. $67,438.

By the Hon. Mr. McSweeney :

Q. Expenses connected with what ?—A. Expenses attending the level premium
business.

By the Hon. Mr. Wood:

Q. There is a certain amount of this chargeable to the general expenses in the
office in New York?—A. Yes.

Q. What were those figures —A. The balance between the moneys collected and
expended here would, of course, be the amount of moneys—the difference between the
moneys collected here and the moneys expended here to policy-holders and expenses and
deposits, would be in fact the money that had been contributed towards the general
funds of the company at the home office.

Q. And that was some $700,000%—A. In round numbers, $730,000; including
interest from the policy-holders, about $730,000.

Q. This whole amount collected from the policy-holders in Canada is disposed of
by the amount that was paid to agents, the amount deposited and the amount con-
tributed to the exepnses of the home office in New York?—A. Yes.

By the Hon. Mr. McMullen:

Q. The condition of the account at the present moment is virtually this: in 1886
you commenced the Mutual Life Reserve system in Canada?—A. 1885.

Q. In nineteen years you have collected on assessments out of those people that
took policies witheyou something over $5,000,000. During that time you have paid
them back on matured policies under their covenants $3,000,000, or nearly $3,000,000%
—A. $3,060,000.

Q. That leaves a balanace of $2,100,000%—A. I make it $1,972,502.

Q. $2,100,000 ¢—A. That is not correct, because that carries into the legal reserve
business——

Q. Out of that you claim to have paid in Canada altogether for expenses, $1,-
067,000%—A. No, $999,000, confining it to assessment.

Q. That practically leaves a million of money exactly to their credit?—A. 972,635.

Q. Now, out of that million, by your own evidence, there is not a dollar to the
credit of these policy-holders, unless the $228,000 in the hands of the Dominion Gov-
ernment—the other is deposited on account of another branch of insurance altogether.
Here are these people who have done insurance business with you for nineteen years,
and at the end of that time they have paid the Mutual Reserve one million to conduct
their business?—A. And if you can find a company that with $5,000,000 of premiums
collected has returned in that time $3,000,000 benefit to their policy-holders with a less
expenditure, I should be glad to have you bring it forward and show it to me. I do
not know of one in Canada or the States.

Q. The difference is this: in stock companies the money that is collected has got
to appear in their account to the credit the company has had—A. So we have got it.

Q. You say you have not got a dollaar?—A. I do not.
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Q. The $228,000%—A. I said that was the only money specifically deposited for
the Canadian policies without possibility of recourse by anybody else, but the Cana-
dian policy-holders have the protection of every other dollar of the company’s assets,
no matter where situated.

(The Committee then adjourned till Tuesday, 28th June, at 10 a.m.)

PART 4.
Orrawa, June 27, 1904.

The Select Committee of the Senate appointed to investigate the position in Can-
ada of the Mutual Reserve Fund Life Association of New York, met at 8 p.m.

Mr. Aylesworth stated to the Committee that on a former sitting of the Com-
mittee a statement was made by Mr. Coster, counsel for the Committee, reflecting
on the conduct and action of an official of New York State.

Mr. Coster withdrew the statement.

It has been stated by the Hon. Senator DeBoucherville that he did not see how
this Committee could sit under the circumstances, in view of the fact that at the last
sitting of the Committee the witness who is now about to be examined, Mr. Eldridge,
vice-president of the Mutual Reserve Life F und Association of New York, declined
to answer certain questions put to him by an honourable senator of this Committee:
this Committee reported the attitude of the witness to the Senate, and that this
Committee asked the honourable Senate to take action in regard to the said attitude
of the said witness Eldridge in declining to answer the questions put to him ; and
that under the circumstances, this Committee cannot deal with or take evidence fron
the present witness, until the honourable Senate has decided the matter in the first
place; that these facts are known to him, Senator DeBoucherville, by what trans-
spired in the Senate itself and that in his opinion, the examination of the said wit-
ness Eldridge cannot be continued, until the Senate has decided in the matter; that
the Senate decided to postpone the further consideration of it, till Tuesday the 28th
June; that the Senate not having taken action in the matter, this Committee ought
not to continue the sittings.

After consideration, the Committee decided to proceed with the investigation.

WirnEss.—Before the examination is proceeded with, the counsel of the Com-
mittee asked mé to cite the case to which I referred, as decided by the Supreme Court
of New York, having a bearing upon the vested rights of reinstatement. Tt is the
case of Dennis vs. the Massachusetts Benefit, 120 New York, page 496. May I be per-
mitted to say personally that there seems to be a misapprehension as to what I offered
in the matter of salaries.

By the Chairman:

Q. Probably your attorney can bring it out—A. No, it is not a matter that can
be brought out, but if any member of the Committee objects, I do not insist.

Q. Go on with the statement.—A. There seems to be g misunderstanding as to
what I offered. We have before the Committee the record of the official salaries paid
each year, as returned to the New York Insurance Department, which requires us to
state salaries as distinet from employees, but in different years there were different
distributions of offices. That matter was somewhat arbitrarily divided, as would
TLDRIDGE



THE MulUAL RESERVE FUND LIFE ASSOCIATION 167

APPENDIX No. 1

necessarily be the case. What I did offer was to designate the officers by name year
by year, filling the different positions, and all the compensation that those, officers
received, so that the Committee would know what officers were covered by the state-
ment of compensation in each year, and state the full compensation of those indi-
vidual officers, only in the aggregate, instead of the individual. As it is now, tney
know nothing in this list, as to who the officers are whose salaries are represented by
so much money.

By the Hon. Mr. McSweeney
Q. We have the aggregate?—A. Yes, but they might include different officers and
different years. I was willing to designate the exact officers, the president or vice-
president, secretary or treasurer. As it is it may include the paymaster or controller
or three assistant secretaries, while another year only two assistant secretaries, as the,
officers vary.

By the Chairman: :
Q. That statement does not meet the question put by the hon. Senator. He want-
ed to know what the president and vice-president, etec., received as salary. Those are
the questions which you declined to answer %—A. Yes.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. In view of what is taking place or what has been said, with reference to the
work of the Attorney General of New York State, I wish to ask you one or two brief
questions in reference to that. You have testified already, I see by the reports, that
the report upon the affairs of the company was made by Mr. Vanderpoel, the chief ex-
aminer of the New York Insurance Department, at an examination that covered a
period of about three months. Will you tell me in the course of business in the New
York Insurance Department to whom such a report would go?—A. It would be sub-
mitted first to the Superintendent of Insurance under oath by the Chief Examiner.

Q. To the Superintendent of Insurance —A. Yes.

Q. What would he do with it?%—A. He would serve a copy of it upon the company,
and appoint a day for a hearing, before himself, at the Insurance Department.

Q. Did he do that in the case of this report of Mr. Vanderpoel of 1899 %—A. He
did.

Q. What was the next step in the matter %—A. We appeared by counsel before the
Superintendent of Insurance, and were heard upon the report.

Q. The company appeared by counsel, did they?—A. Yes.

Q. What next happened, or what happened upon that hearing, in furtherance of
this investigation?®—A. Various matters covered by the charges were discussed by
counsel in that investigation, and after the close of the hearing the sworn report of
the Chief Examiner was filed.

Q. Did that full report that you speak of refer at all to the financial position, as
to the solvency or otherwise, the actuarial position of the association?—A. It referred
to the solvency of the institution as regards its assets and liabilities. It had no refer-
ence to the actuarial condition.

Q. But it referred to the solvency —A. Yes.

Q. Had any question of the solvency of the institution appeared from the report
khat had been served upon you —A. The report that was served on us showed the
institution to be solvent, with a surplus of assets over liabilities.

Q. At that hearing before the examiner you were represented by counsel. Was
there any other counsel present ?—A. The counsel of the Superintendent of Insur-
ance was present.

Q. The counsel of the department ?—A. Yes.

Q. After that hearing had concluded, what happened next in the matter ¢—
A. There was served upon us a copy of a statement made by the Assistant Actuary,

who had also made an investigation.
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Q. Had that statement been delivered to you, previously at all —A. Not until
after the first hearing.

Q. You were then given a copy of a report by the Assistant Actuary of the
department ?—A. We were.

Q. Which you had not had previously —A. We were.

Q. What then ?—A. A date was named for a hearing upon that report, and we
appeared before the Superintendent of Insurance for a hearing upon that report.

Q. The second appearance —A. Yes.

Q. What is the next proceeding in course of business %—A. The Superintendent
of Insurance filed a public document, such report as he approved, which was that of
the Chief Examiner, Mr. Vanderpoel.

Q. Did he take that course in this case —A. He did, and the company did by
certain remarks, comments and criticisms of his own upon the report.

Q. Extracts from which have been read before the Committee by the counsel for
the Committee %—A. They have.

Q. What course did he take with regard to the Actuaries’ report?—A. He did
not file it as a publie document.

Q. They never went upon record as a public document —A. No.

Q. With reference to the credit which is officially attached, under the laws of
your State, to the report and to the comments of the superintendent, let me know the
relations in which these officers stand to each other —A. The Superintendent of
Insurance is the official who is appointed for-a specific term of years, and under him
are the examiners, deputies and so forth. The Chief Superintendent of Insurance was
Hon. Louis F. Payn, who occupied the position for three years. The Chief Examiner
was Isaac Vanderpoel, who has been connected with the company for twenty-five
years

Q. With the company —A. With the department.

Q. Has he any connection at all with your association %—A. None whatever.

Q. Or with any insurance association —A. Oh, none whatever.

Q. I asked you what the relation of these officials was, under the laws of your
State, with regard to the official recognition which was given to the work of the one
and the comments of the other?—A. Under section 39 of the Insurance clause, the
sworn report of the examiner filed after the hearing has been given to the company,
becomes presumptive evidence in any action or proceeding under the name of the
people against the corporation, its officers or agents, as to the facts stated therein.

Q. Does that apply to a report such a2s Vanderpoel made in this case —A. Such
as Vanderpoel made in this case, that applies to it.

Q. What is the effect of such remarks on it, as in this instance were made by
Payn?—A. It has no standing in law whatever.

Q. That was the end of the charges which were investigated by the department,
was it %—A. No, sir. The report of Mr. Vanderpoel, and the comments of the Super-
Intendent of Insurance were transmitted by him to the Attorney General of New
York, who examined them and made an official report upon them.

Q. Was that prior to the application to the Attorney General on the part of some
dissatisfied shareholders, to which reference was made %—A. Tt was.

Q. Was it the same Attorney General who acted in one instance that acted in the
other %~—A. The same Attorney General, yes.

Q. After he had taken his action upon the report of the department, the policy-
holders laid charges which were, to that extent, a repetition %—A. Yes, that is the case.

Q. And those were the ones he dismissed —A. Yes, his report to the super-
intendent on the 13th December, 1899.

Q. Is this a copy of it—A. Yes.

Q. That is J. C. Davies, Attorney General —A. Yes.

Report filed (Exhibit 15), reads as follows:— e
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(Exhibit No. 15.)
STATE oF NEw YORK,
ATTORNEY GENERAL'S OFFICE,
ArBaxy, December 13, 1899.
The Hon. Louis F. Payx,

Superintendent of Insurance,
Albany, N.Y.

DEear Sir,—I have the honour to acknowledge the receipt of your communication
of the 18th day of September last, and also a copy of the ‘Report of the Superin-
tendent and Examiner of the Insurance Department on the Examination of the
Mutual Reserve Fund Life Association of New York City, inclosed therewith.

The fact that your report is not addressed to the Attorney General, and that it
contains no special recommendations by you as Superintendent of Insurance to the
Attorney General, taken in connection with the opening paragraphs of the report itself,
wherein you state that, ‘ Under the authority vested by law in the Superintendent of
Insurance to make public the result of an examination of an insurance company
transacting business in this State, whenever in his opinion such publication is to be
desired, I herewith publish the report of the Examiner of this Department, upon his
investigation of the condition and affairs of the Mutual Reserve Fund Life Associa-
tion of New York” . . . ‘I believe there are matters connected with the ad-
ministration of its affairs that form proper subjects for criticism by the Superintend-
ent of Insurance, and that these criticisms should likewise be made public. I am,
therefore, of the opinion that it is my duty in this connection to state the following :—
“leads me to the conclusion that your report was not made so much for the purpose
of calling the attention of the Attorney General to the result of your examination,
pursuant to the provisions of the statute, as to give to the public generally, and the
policy-holders of the company in particular, the benefit of the information therein
contained.”

I have, however, assumed that your transmittal of a copy of your printed report
to me, contemporaneously with its being given to the public, was to call the attention
of the Attorney General generally to the result of your examination, in order that, if
he should find that in the criticisins’ made by your department there are sufficient
facts stated to warrant any action on the part of the Attorney General, he might be
enabled to take such steps and institute such proceedings as he might deem were Lest
calculated to conserve and protect the public interests involved. With that idea and
purpose in view, I have given the report of yourself and your examiner most careful
examination and consideration, and the result of which leads me to the conclusion
that there are no facts stated in your report which call upon or would warrant the
Attorney General in bringing any action against the corporation in question.

Section 207 of the Insurance Law of the State of New York defines the powers
and duties of the Superintendent of Insurance regarding his visitation and inspection
of insurance companies, as well as those of the Attorney General, and is as follows:—

£207. All corporations, associations and societies to which this article is appli-
cable, with their books, papers and vouchers, shall be subject to visitation and inspec-
tion by the Superintendent of Insurance or such persons as he may designate. The
superintendent may address any inquiries to any such corporation, association or
society in relation to its doings or condition, or any other matters connected with its
transactions relative to the business contemplated by this article. All officers of such
corporation, association or society shall promptly reply in writing to all such inquiries,
under the oath of its president or secretary, or other officers, if required.

¢ When the superintendent, on investigation, shall be satisfied that any corpora-
tion organized under the laws of this State, doing business in this State, of the char-
acter defined in this article, is insolvent, because of matured death claims, or other
obligations, due and unpaid, exceeding its assets, and death or disability assessments
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or periodical calls made or in process of collection, or has exceeded its powers, failed
to comply with any provision of law, or is conducting business fraudulently, he shall
report the facts to the Attorney General, who, if he shall be of the opinion that the
facts require such action, must thereupon apply to the Supreme Court at a special
term thereof, within the judicial district in which the principal office of such corpora-
tion, association or society within this State, is located, for an order requiring the
officers of such corporation, association or society to show cauvse, at a reasonable time
and place within such district, why such corporation, association or society should
not be restrained from continuing to transact business, with power to the court to
adjourn the hearing thereon from time to time, not exceeding sixty days in all.’

In the examination of your report, I have, therefore, to ascertain if the facts
therein alleged warrant me in arriving at the conclusion that the corporation is:

1. Insolvent.
2. Has exceeded its powers.
3. Failed to comply with any provision of law.

4. Is conducting its business fraudulently.

It will be observed that the basis of any action to be brought against an insur-
ance corporation by the Attorney General is the report of the Superintendent of In-
surance. The facts upon which action is brought can be brought to the attention of
the Attorney General through no other source than that or the Superintendent of
Insurance.

The first, and to my mind the most important, subdivision of this section you
answer in favour of the company on page 15 of your report, wherein you state: ¢ Under
the date of May 81, in giving to the policy-holders of the association the result of the
examination of its condition and affairs, then just completed, in the closing paragraph
of my report I stated: “ The result of the examination shows that the association is
solvent.” A study of the accompanying report of the Chief Examiner compels me
now to make the same statement.’

The result of your examination demonstrating the solvency of the corporation,
makes the question of determining whether or not the corporation has offended against
any of the other provisions of the statute a most important and delicate one. I can
conceive of no graver injury that could be done by the Attorney General to the mem-
bers of a solvent corporation than that which would result from an action brought by
the Attorney General against such corporation, unless it was perfectly manifest that
the public interests involved could be protected in no other manner.

Assuming as I do that your criticisms are well merited, yet, I am compelled to
recognize the fact that notwithstanding the business methods pursued by the officecs
of this corporation. it has been decided by yourself and the examiner that it is solvent.
which is, after all, the question in which the policy-holders of the company are most
interested; and even though I fully agree that there is just cause for your criticisms
on the former policy of the officers, I am convinced that your report fails to state
sufficient facts upon which an action could be predicated by the Attorney General
against the corporation under the provisions of the statute.

It is true, as stated in your report. that ¢ the Superintendent of Insurance cannot
be held responsible for the conduct of corporations of this class unless adequate and
sufficient powers to ‘protect the interests of their policy-holders are definitely given
him in the law.” It is equally true that the Attorney General is powerless to institute
or maintain an action against such a corporation unless the facts in the report of the
Superintendent of Insurance warrant such action.

Yours very truly,

J. C. DAVIES,
Attorney General.
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And that report which I have just filed was the end of the investigation before
the department, if I understood you correctly %—A. It was.

Q. Then the charges that were repeated by the same men in the capacity of policy-
holders, at the time you describe, were investigated by the Attorney General, and dis-
missed —A. Yes.

Q. One or two questions with reference to the allegation that undue commissions
were paid upon the transfer of policies regarding them as new business——

By the Hon. Mr. Béique :

Q. To keep the connection, I should like to ask, how did Vanderpoel, the examiner,
come to make the investigation?—A. There is no doubt that the Insurance Superin-
tendent who had made the examination the previous year, intended also to make the
examination in 1899. We had requested the department to make such an examination,
and almost at the same time, Mr. Wells and Mr. Stevenson had filed their charges with
the department irrespective of the fact that these charges had been filed. There is no
doubt that the superintendent intended to examine the company. The superintendent
has the authority to examine at any time, and does examine once in three to five years.

Q. The fact that I wanted to make sure, was that charges had been made by Mr.
Wells and Mr. Stevenson against the company?—A. Yes.

Q. When filed with the department?—A. Yes.

Q. Before the examination was made?—A. Just before the time the examination
began, but before the examination itself was made.

Q. When the company was called upon to examine the report as made by Mr.
Vanderpoel, were they not given an opportunity of being heard on the report in con-
nection with the charges that they had made?—A. You mean Mr. Wells and Mr.
Stevenson ¢

Q. Yes, the parties who had made the charges?—A. Not at the time of the hear-
ing after the close of the report.

By the Chairman:

Q. Were they invited to be heard at any time: I wanted to make sure, as a matter
of fact, whether, when the company was invited to be heard on the report made by Mr.
Vanderpoel, whether these parties who had made these charges were invited to be heard
also, as counsel or otherwise?—A. They were not present at that time. It was a statu-
tory hearing, exactly prescribed by law, as to who should be present.

Q. Would you refer to your law in that connection?—A. Section 39 of the In-
surance Law of the State of New York reads as follows :

‘Every such examiner shall make a full and true report of every examination
made by him, verified by his oath, which report, so verified, shall be presumptive evi-
dence in any action or proceeding in the same of the people against the corporation, its
ofticers or agents, and the facts stated therein. The superintendent shall grant a hear-
ing to the corporation, examined before filing any such report, and may withhold any
such report from public inspection for such time as he may deem proper and may, if
he deems it in the interests of the public to do so, publish any such report, or the re-
sult of any such examination, as contained therein, in one or more newspapers of the
state.”

Q. That provision of the law does mnot prevent the examiner or superintendent
from calling the people who made charges at the investigation?—A. No, this is at the
final closing of the report.

Q. So that the answer to Senator Beique would be that the Insurance Department
sent no invitation to the gentlemen who made the charges against the company to be
present at the investigation?—A. Present at the hearing—as far as the investigation
is concerned, and the course of action they took at that time, and not in form, except

as far as they deal with the officers of the company themselves.
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Q. At the hearing?—A. No, what they dealt with at the time of the investiga-
tion.

By Mr. Aylsworth, Counsel for the Mutual Reserve :

Q. These charges are dated 17th April, 1899. The examination began, he says,.
about the 15th May, 1899, and continued until about the 15th August 1899, and wase
conducted by himself, assisted by about twelve assistants. T'hen he made his report,
which is filed %~—A. And the hearing is on the report.

Q. One or two questions about these commissions paid upon transfers treated
as new business : You have already spoken about the matter from the standpoint of"
the policy-holders, that the fifteen-year policies, as you call them, should be replaced:
by the five or ten-year policies. I asked Mr. Stevenson the other day, if it were not
Mr. Harper’s course of business, so long as he was president of the company, always
to base his assessment on the original age of entry. Mr. Stevenson’s answer, as I
remember it, was that Harper generally did so, but not uniformly. Can you states
what the course of business was %—A. All assessments were based on original age of"
entry up to August 1, 1895. Harper died on July 2, 1895.

Q. After his death they were always so based —A. Yes.

Q. You have explained the disadvantage of that system to the other policy-
holders of the association, as indeed Mr. Stevenson also did, but with reference tow
the treating of those transfers as new business, let me know what reason for that
existed in the nature of the situation, with régard to the holders of these fifteen-year
policies ? What I mean, was there any way you could, as executive of the association,
prevent that sort of thing being actually new business if the holder of a fifteen-year
policy chose to say he would drop it, and take instead a five-year policy ¢—A. Of
course, a policy-holder, simply because he held the policy on another plan, was not
barred from the right of making an application, passing an examination, and taking'
insurance upon the five-year plan, and, as a matter of fact, in the early attempts at
transfers, when we paid less commissions on new business, we found that that was
done to a very considerable extent, that the policy-holder would make an application
for new insurance, as if he intended to carry both policies, and then when he got his
new policy he dropped the old policy, which resulted exactly in what happened when
we paid commission upon the business as new business.

Q. If a man applied for a new five-year policy, would the fact that he was at the:
time of his application the holder of a fifteen-year policy, affect at all your treating
the application for the five-year policy as new business —A. Not as it was accepted,
no. It might bear on the question of whether we would grant him the additional
insurance as from a moral standpoint, but if it was granted, it would be treated as
new business.

Q. Supposing as between you and your agents you had declined to treat the
applications for five-year policies where the applicant already had a fifteen-year policy,
as new business, what would the result have been from a business standpoint %—
A. It would be open for the agent to take the applicant to some other company, so
that we would lose the insurance, in case he was able to pass the examination, and
that happened in many cases.

Q. Any fifteen-year applicant would be taken by the agent to some other company
if he could pass the examination, if you did not give him commission %—A. Yes, and
we would be left with the depleted risk—the bad risk.

Q. You added that where the conditions of the five-year policy would be too
great in the moral risk, you declined ?—A. Yes, we always, in taking the additional
risk on the life, had to consider the insurance that is in force in relation to the total
amount of risk we would be carrying.

Q. How long was that system of transfers and paying agents’ commission on
transfers, as on new business, in vogue?—A. Well, about a year and a half. That is
the first transfers were begun in the summer of 1896, and we finally terminated at
ELDRIDGE



THE MUTUAL RESERVE FUND LIFE ASSOCIATION 173
APPENDIX No. 1

the end of 1897, and during all that time we were not paying the commission in full,
wand I think during none of the time were we paying the commissions as new business,
‘where an old policy had been in force less than five years.

Q. And out of what fund did any payments of commission on first premiums on
the occasion of such transfers, come?—A. It came out of the first year’s premiums,

won the new premiums, just the same as it did on the new business.

Q. Did it affect the mortuary fund?—A. It did not affect the mortuary fund
for new business.

Q. At the end of it all, about the end of 1897, you had as the gross amount of the
transfers, I think you said, something less than fifteen million %—A. $14,870,000 odd
we transferred during those two years.

Q. Was there any transfer at that time, from your funds, to any other account
in respect of those transfers?—A. At the end of 1896, we transferred from the Gen-
eral Fund to the Reserve Fund, which was the fund that was sacred to the payment
of policy-holders at the end of 1896, $15,500 : in 1897, $47,300; in 1898, $51,500, and
the calculation of those sums was based upon the possible interference with the mor-
tuary fund through the transfer of this insurance.

Q. To protect it against any possible loss %—A. Yes, against any possible loss.

Q. And you say as a result, it was not in fact depleted or affected by the trans-
fers —A. No.

Q. Then, upon such transfers treating them as new business, it has been testified
that you were paying your agents there 65 per cent, and that there was an overriding
commission of 20 per cent. Did that overriding commission affect at all Canadian
policies —A. It did not. It was confined to policies in the United States.

Q. It had nothing to do with Canadian policies —A. No.

Q. The 65 per cent would affect Canadian transfers —A. Well, it would to the
extent that any agent in Canada had 65 per cent as regular commission. I presume,
as a fact that agents operating in Canada did have that 65 per cent.

Q. And that would affect Canadian business ?—A. Yes.

Q. Can you give ma any idea of the proportion of this amount of transfers that
were Canadian?—A. I cannot, but I know a very small amount was transferred in
Canada. = .

Q. Can you give me the aggregate amount of commissions paid —A. Tt would be
a very small amount, because there was a very small amount of business transferred.

Q. Mr. Moss got this 20 per cent on United States business, and had he any dis-
bursements to pay out of it %—A. He had to pay the expenses of the agents, over and
above $20,000 a year—the expenses outside of commissions.

Q. There was a form of voucher in connection with those transfers, which Mr.
Stevenson produced in his deposition—it is Exhibit No. 5—before the Committee.
Would you take communication of that document, and explain the memorandum which
is at the foot of that voucher? You recognize the document, I suppose, as the former
voucher you used in connection with,those payments, do you?—A. It is a form of
order which Mr. Stevenson, as assistant secretary, having charge of that part of the
accounts, was required to give to the auditor of accounts before the credit could be
given.

Q. There is appended to, it a shorter footnote. Was that a part of the document ?
—A. It is a part of the requirements. :

Q. And did it appear on the actual vouchers that were used %—A. It did ; every
year that was used.

Q. We have that language repeated in the examination of Mr. Stevenson, and it
states that under the terms allowed, the amount of the last call paid on the old policy
has been acccepted as a part of the premium on the new policy. Explain what that
means?—A. When the transfer was made, if the insured, for instance, paid for a half
year—was to pay premium for a half year, and the last call which would carry the in-
surance for sixty days had been two dollars, and the half year was twenty dollars, he
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would be allowed the two dollars as a credit on the twenty dollars ; that is under the
payment of the two dollar we would be compelled to carry that insurance for sixty
days. He was required, in taking that insurance, to surrender the old insurance so
that he would not receive anything for that sixty days unless he was given credit for
that call on the premium on the new policy. He had paid it for insurance and the
credit was transferred from the policy that was surrendered to the policy that was in
force at the time of the surrender.

Q. That was unearned premium which was credited to him as against the new
policy %—A. Yes.

Q. ‘Said amount belongs to the agents, who, in their statements, had accounted
for the entire premium on the new policy without having credit thereon for the amount
of the said last call’—A. If the premium was $20, they had received $18, and they
would be required to account the same as if they had received the $20, and having so
accounted they would be entitled to the $2, which had been credited the agent which
he had not paid, but which they had accounted for. It had been paid to the agent
and they received back the one payment.

Q. Does this statement mean that that $2, as you are taking it in a concrete in-
stance, belongs to the agents but only to such agents as have in their settlement
accounted for the entire premium ?—A. Only such as have accounted in their entire
statement for the entire premium.

Q. The sentence is divided after the word ¢ agents’ by a comma, is that right ?—
A. Yes.

Q. Is that the correct reprint —A. I think it is. Before that could be done, it
was required, by a rule of the association, that this certificate that he accounted for
the entire premium should be made, and also that this certificate should be made that
the new policy was in so as to end the company’s liability on account of the old
policy, and it could not be given unless the certificate had been given.

Q. Was it the fact that that last call was given to the agent in addition to their
regular commission as on new business —A. No, it was part of their sixty-five per
cent. K :

Q. Stevenson said, in his examination. that after preparing a draft of that
voucher the agent before Burnham, you also being present, used in his original draft
the word ‘bonus,” to which word President Burnham took exception. You remember
the incident #—A. I remember there was such an interview over the draft that Mz,
Stevenson had prepared in which he used the word bonus, and that the use of it was
interdicted.

Q. Why ?—A. Because if it was ‘bonus’ it would be in addition to the commis-
sion, and would be paying the sixty-five per cent of the mortuary call.

Q. You say instead of that being the fact, the opposite was the fact —A. Yes,
that is why Mr. Burnham objected to the former voucher prepared by Stevenson first.

Q. He did not allow that form to be used and did not allow that thing to be done?
—A. No.

Q. I want to call your attention to a note which Mr. Stevenson appended to his
testimony before signing it —A. I may say in explanation of my testimony further
that the use of the word ‘bonus’ in payment to agents is sometimes defined as com-
mission. It is a gift. A word constantly used in life insurance.

Q. On page seventeen of the twentieth report of the evidence before this Com-
mittee, under date sixteenth June, I find a note over the signature of Mr. Stevenson,
which was an objection he made after the conclusion of his oral examination., Would
you read that note %—A. I have read it.

Q. What have you to say with regard to the accuracy or inaccuracy of that
statement %—A. The note reads: ‘ As soon as the Insurance Department of New York
had it brought to their notice that delinquent policies were represented by the com-
pany as being in force, they added new lines in the blank supplied to the company,
upon which the company were required, under oath, to set forth first policies non-
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delinquent December 31st; second, policies delinquent on which the association’s
liability continued during delinquency; third, policies delinquent on which associa-
tion’s liability was suspended during delinquency; see sworn report of the company
to the Insurance Department in New York, December 31, 1899, page 3.

Q. With reference to that statement perhaps you will repeat in a word a piece
of testimony which I see you gave on Friday in answer to Mr. McMurchy, with refer-
ence to the investigation of the Department of Illinois, Texas, and some other state,
of 1894 and 1895 —A. As I testified, this matter of the delinquent policies was up
in 1894 and 1895 and the official report of the four States’ examination shows that they
took it up and that they knew just how many policies were delinquent at that time,
and state also the cause why those delinquent policies were included.

Q. There is a reference in that note which was put in evidence as early as 1894 to
what was the practice of New York State?—A. The statement is there.

Q. Are you in a position to say whether or no that is correct ¢—A. That is cor-
rect. :
Q. It was then the practice of the Insurance Department of New York State to
require you to include delinquent policies as early as 1894 and 1895%—A. I do not
mean that they emphatically required us to include them, but when I came there in
1894 T found that these delinquent policies were included and always-had been in-
cluded in the reports of the department. I came there in May, and in September the
New York Department began an examination of the company, and during that exami-
nation for information as to how I should make the report of 1894, I consulted Judge
Spencer, who was the counsel of the department and discussed the question with him as
to how I should deal with delinquent policies. He referred to the right of reinstate-
ment and saw no reason why the custom to include those policies should be changed,
and advised me to continue to make *he report in the same way that they had been pre-
viously made.

Q. That was as early as when?—A. That was in the early part of 1894 or early
in 1895, when I had under consideration the making of the report December 31st.

Q. What. course did you pursue with reference to your reports of your native
state —A. We continue to include those policies as in force in all of our reports,
but in the reports at the close of 1897 I voluntarily, after asking permission of the
New York Insurance Department, appended a note stating the number of policies
delinquent included in the report.

Q. Have you the document before you ?—A. It is here at the end of 1897.

Q. T should like to see what information that note conveys to the department ?—
A. In the schedule itself there was a line ¢ total policies or certificates in force Decem-
ber 31, end of year.” T starred that item and at the bottom of the schedule put the note
¢of this number 6,189 were delinquent and unexpired, right of reinstatement under
section 6, article 11, of the constitution or by-law.

Q. Giving the number of policies but not the amount of insurance —A. Tt did
not give the amount of insurance.

Q. That footnote is inserted in the report of 1897%—A. Yes.

Q. What has been your habit with regard to it since —A. It was put in the
succeeding reports.

Q. In 1898 does it appear?—A. In 1898 it appeared, and 1899 with the consent
of the department I changed the schedule of policies reported. The blank which the
department furnished at the close of 1899 was identically the same blank that they had
furnished at other times, and had not any reference whatever to delinquent policies
where the liability continued or was suspended, but I attached my own schedule and
so in this certified copy, certified by the New York Department you will find their
blank contains no such provision as Mr. Stevenson testifies to, but the information
which he says was required by the department is furnished by a schedule prepared by
ourselves and attached thereto, which schedule was consented to by the New York

Insurance Department.
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Q. And you say it was of your own motion that was done %—A. Yes, and no
blank was ever furnished by the New York Insurance Department to the company
requiring the item that Mr. Stevenson spoke of.

Q. From that time have you in your reports to your home department included
delinquent policies %—A. We made this distinction, including the delinquent, but
giving the division of delinquent and non-delinquent, until we were re-incorporated
as an old line company in 1902; then we adopted the plan of including our business,
as far as New York was concerned, only business actually paid for as of the 31st day
of December. That is, the books close with the close of business on the 31st of De-
cember, and whatever policies stand on our books at the close of that date as absolutely
paid for are included in our report to New York, and none other. That is permitted
by New York to old line companies and in every state where it is permitted to report
in that manner. Massachusetts and one or two other states require that we shall not
only report the paid for but also those that are delinquent and not actually cancelled
off the books, and in those states we have to make a report on that form, so that the
schedule would differ between the different states.

Q. What portion in gross, in aggregate, of your insurance in force would consist
of policies that were in arrear, delinquent policies —A. Well, it depended on the
lapses of the year. Of course, when you came to the year 1898 especially in which
they raised the assessment to full attained age the proportion of lapses was much
larger than it had previously been and of course there would be a larger proportion
of the policies delinquent that year.

Q. Take 1898, if it is the worse one, or one where there are the most delinquents,
what is your aggregate insurance as reported in force, and how much of that in dollars
and cents would be the outside of delinquent —A. At the end of December, 1898,
there was the insurance paid for and the delinquent was $269,000,000, and of that
$63,000,000 was delinquent.

Q. That was an unusually large proportion?—A. That is the largest proportion
in any year, I think.

Q. How much of that $269,000,000 of insurance in force, including delinquents,
ever did become lapsed or policies that were absolutely delinquent finally delinquent ?
—A. That would be a question impossible to answer.

Q. You could not put an outside figure upon it?—A. No, it would be simply guess
work.

Q. Now, with regard to including policies that are in arrear as live business, what
was your situation with regard to the fifteen-year policy that had been in force for a
while —A.Well, there was a provision in certain of the fifteen-year policies that if
they had been in force five years or more, the liabilities for death loss continued six
months after the failure to pay assessments. If they had been in force ten years it
remained for a year. That embraces the policies in this schedule of 1899 as delinquent
with the liability of the association continuing.

Q. You have made a separate class of them in that schedule which you have pre-
pared —A. Yes.

Q. But of the delinquent policies those that were in that shape you were abso-
lutely liable upon for six or twelve months as the case might be —A. Yes.

Q. That was true of the fifteen-year policies—to what extent %—A. I think there
was about half. I should say about half of the fifteen-year policies contained that
provision.

Q. What about the ten-year?—A. Well, on examination of the ten years policies,
I find that was not included in the ten years policies. My impression had been that
in the earlier of the ten years policies that was included, but it was not.

Q. That was a provision of about one-half of the fifteen years policies that be-
came delinquent 7—A. Yes.

Q. Stevenson says the including of the delinquent policies in the report as live
policies was subject of conversation between you and him and you would not agree to
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it being discontinued, seeing that it had been used some years past. What do you
say?—A. I do not think his testimony covers the delinquent policies. I think it
covers a column that we did not mark off, cancelled policies and transferred pohcles
and reduced policies. I think that is what his testimony refers to.

Q. Did you and he have such a conversation with regard to such policies ?—A.
We did not. I never heard of that,thing until a year or more after he had left the
company.

Q. He says you told him it was an inopportune time to make any change in your
habit in that regard ?—A. He is entirely mistaken as to that. The matter was not
up for discussion between us, and I did not know of any claim that anything of that
kind was done until sometime in 1900, and the best proof that he is mistaken is the
fact that the charge was not made to the Insurance Department.

Q. That was when he was in the line of making charges. Then you have a re-
port there of the chief examiner in May, 1898, on that subject, I think. ILet me see
that%—A. There was an examination made in 1898, May 16, 1898, in which he made
a report verifying our report of December 31, 1897.

Q. And what is his statement with regard to that subject. Whose report is this?
—A. Tsaac Vanderpool, chief examiner.

Q. Just read if you please the extract from the report on this question of delin-
quent policies %—A. It does not refer to delinquent policies specially; it refers to the
whole of the report at the end of 1897.

Q. In the December previous to that report of his, what had your return to the
department in regard to the delinquent been?—A. It included the delinquent policies
and called attention to the fact that they were included.

Q. What did he say in his report %—A. This is dated New York, May 16, 1898,
to the Honourable Louis F. Payn, Superintendent of Insurance, Albany, l\ew York,
and reads as follows:—

¢ SIr,—As per your appointment No. 1,104 I beg to report that I have completed
the examination of the Mutual Reserve records of the Mutual Reserve Life Associa-
tion. of New York. The examination gives the condition of the association on De-
cember 31st last. This date was taken for the reason that there could be no material
change in the association’s total figures as between the close of the year 1897 and the
3rd of March last, at which date the examination was commenced. I have deemed it
unnecessary to repeat here the various items going to make up the association’s annual
statement of December 31, 1897, as these figures are now on file in all the States in
which the association does business and have been or will be published by these States
in their annual reports. The examination shows that the company’s last annual
statement was substantially correct. The variations in certain of the figures as be-
tween those contained in the report and those shown by the examination are so tri-
vual as not to warrant a reference to these differences in this report. The assets and
liabilities are set forth in Exhibit F.

By the Hon. Mr. Béique -~

Q. There were two examinations made?—A. Yes. One made in 1898 and one
in 1899. ;

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. Then the next subject Stevenson speaks of, or he speaks of it in the same con-
nection is, what he calls wrong-doing on the part of the association and it is in these
words :—‘ Then another way that they included business that was in force was in the
matter of reductions. Say a man held a ten thousand dollar policy carried some years,
and for reasons of his own wanted to reduce it to five thousand dollars, the new policy
was numbered and put through the books, and footed up with the volume of business
but the cancelled ten thousand dollar policy was not deducted at that time: conse-
quently, although the man only really carried five thousand dollars, for the time
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being it was reported as fifteen thousand dollars” Then he speaks next of something
else that we have already gone into, his own resignation, and then he says ¢ Where a
reduction had been made, they had carried both policies as business in force, I called
Eldridge’s attention to that error, so that it could be corrected, but his reply was such
as confirmed my intention about that time to get out of the company, to resign. His
answer was that that business had been carried before in the annual statement, and
that the volume of business for 1898 was not very large, and it was a very advanta-
geous time to make that change, and cut that business out.’” And then he adds ‘I
began to be afraid of losing my self-respect and manhood if I stayed there any
longer’?—A. That is the matter to which I referred as saying that Mr. Stevenson
states that he called attention to it. No such conversation took place, and I never
knew until 1900 that he even made the claim that that was carried. Mr. Stevenson
has testified in this same testimony that all matters of transfers and reductions and
change of beneficiaries and so forth, came through him, his department, and it was
his orders that new policies as reductions should not be issued except upon the can-
cellation of the old, and in fact, I do not see how, as a practical matter, it could pos-
sibly have been done. We must have an application or a surrendered policy for the
issuance of a new policy, and he was required upon the issuance of a new policy to
certify to the cancellation and the exchange for the old policy, and how it was within
even the range of possibility or practicability that such a thing can be done, is beyond
my comprehension.

By the Chairman :
Q. That is a very essential point: as a matter of fact, Stevenson swears that when
a policy-holder reduced his policy from $10,000 to $5,000, the two policies were carried
on the books of the company as being in force. The question is one of fact. Is
that true, or is it not true —A. It is not true.

By Mr. Aylesworth, Counsel for the Mutual Reserve:

Q. I read from page 5 of Stevenson’s evidence. Stevenson also spoke of what
he called fictitions policies, policies that were never intended to be real, as he says,
which were signed but not stamped with the revenue stamp, and were ordered to
be sent to some particular department. Dr. Bowden—who was he?—A. He was the
Medical Director.

Q. Would there be in the routine of your office business, any significance in
sending policies to his department?—A. All policies were sent to his department
after being issued, in occasional instances, as for instance, where a very large amount
of insurance was being carried, there was to be a special investigation before the deli-
very of the policy.

Q. In the ordinary course of business, would all policies go to him —A. Oh no.
In the ordinary course of business, the policy would not go to him. It would be
only in exceptional cases.

Q. In certain exceptional cases, they would be sent to him ?—A. In certain ex-
eeptional cases, they might be.

Q. Did you ever know of any policies being applied for, and actually written
out, which you at any time had reason to believe were not intended to be genuine ¢—
A. These particular policies, concerning which he testifies, it is not open to question
that they were issued as he states, and by him sent to Mr. Bowden, and entered upon
. Mr. Stevenson’s books as issued policies, and that they did not leave the office.

Q. And did not, as you have reason to believe, represent genuine insurance ?—
A. They did not represent genuine insurance, for they never left the office.

Q. Stevenson handed a list in here, which he said was a sample of such work.
Let me know the extent of it, and if it ever came to your knowledge %—A. The first
I ever knew anything about those policies, was when the Assistant Actuary of that
department, in the examination of 1899, called for the list of them, and had the charge
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that those policies had been so issued, and entered into an investigation of that charge;
that called my attention to the matter.

; Q. Was that the first you ever heard of it?—A. That is the first I ever heard
of it.

Q. About what month in 1899%—A. Well, it was subsequent to April, 1899,
because the examinations began in 1899. T investigated the facts, and in the hearing
before the Insurance Superintendent presented to him the entire facts in connection
with the case, as far as I could develop them from the examination.

Q. I should like to know those facts, please, from the beginning %—A. There is
the exact statement as it was laid before the Insurance Commissioner of New York.

Q. What is this document #—A. It is an extract from my statement to the In-
surance Commissioner at the hearing, and covers that entire charge as made to the
New York Insurance Department and investigated.

Q. You have been through this statement, and you know the contents of it %—
A. I know the contents of it.

Q. Are those statements therein contained, true —A. Yes.

Q. And is that your answer to my question %—A. Yes.

Q. This document, which will be marked for identification, reads as follows:

STATEMENT made to the New York Insurance Department in reference to charges
made by J. D. Wells and J. M. Stevenson that certain fictitious policies had been
included in the return to the department as of December 31, 1898.

In the matter of the eight policies included among the ‘mnot taken’ which the
examiner states had not been signed, and to which no revenue stamps had been at-
tached, at the time of their cancellation, such a circumstance, while greatly to be
deplored, is one that might easily occur in any office where the official in charge of
the work of issuing the policies, and specially the official in charge of the Agency De-
partment and the official in charge of the issuance of policies, should unite to permit
or procure such an act. It would be manifestly impossible that such action should
be immediately discovered, if an attempt was made to conceal it, since the signature
of the president to policies is not written and cannot with a large business be written
by himself, but is stamped under the direction of the official in charge of the Policy
Department. Again, the issuance of policies is reported by such official to the depart-
ment that makes up the figures of issued and outstanding policies. Such official, by
entering such policies upon his regular register, when he knew their fictitious charac-
ter, would defy detection until some special matter called to the act the attention of
the superior officers, or an investigation of this character revealed it.

The small number of the policies thus included in the report, being but eight out
of an issue of nearly 12,800, shows that it could not have occurred with the purpose
of swelling either the amount of business written or in force, and indicates con-
clusively that it must have been for other cause. A slight investigation reduces the
policies in question to six in number, covering $170,000 of insurance, for it appears,
upon examining the record, that policy No. 840067 on the life of F. W. Dunham,
$2,000, which was an increase over insurance already held, was cancelled by reason
of the failure of the Medical Department to obtain a second examination, such ex-.
amination being deemed necessary by the medical director on information received

" by him subsequent to approval; and policy No. 347073, H. W. Walker, $1,000, was
cancelled by reason of information received subsequent to acceptance, the risk proving
to be undesirable, although on the facts known at time of acceptance it was probably
accepted. These two cases are, therefore, cases that might occur at any time, and are
utterly without significance.

As regards the other six cases, they all occurred in one agency, and suspicion was
aroused that not genuine business was being placed through this agency by the number
of applications for a large amount received in the closing week of the year. Imme-
diately upon this suspicion arising, Vice-President Eldridge wired as follows :—
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: December 28, 1898.
H. E. WuItE,
Manager, 126 Tremont St.,

Boston, Mass.

Only bona fide business desired. Cannot receive any other. Have written.
(Signed) GEORGE D. ELDRIDGE.

This telegram was followed on the same day by a letter stating why the telegram
had been sent, and reiterating the desire of the management to have only bona fide
business submitted. The balance of this story is contained in the annexd affidavit of
H. E. White, marked ¢ Exhibit C,’ the agent in question, to which is attached a copy
of the letter of December 28, written him by Vice-President Eldridge. It shows that
the authority for writing this business proceeded directly from the then head of the
Agency Department, Mr. J. D. Wells, as the possibility of its non-detection was due
to the acts of Mr. J. M. Stevenson, the then head of the Policy Department,

The small amount of this business, and the fact that it bears no appreciable
magnitude, either to the business written during the year or to the business reported
in force at its close, seem to present conclusive evidence that the purpose in view in
having this business written was not the padding of the statement, but a motive
entirely different from that. That the men who were aware of this course of pro-
cedure and directly responsible for its occurrence were the two men who could unite
to conceal, for the time being, this course of action, and are the men who, since dis-
charged from the employ of the association, have reported the facls of this business
against the management, would seem to indicate very clearly the purpose in view in
placing this business upon the books of the association and in permitting an irregu-
larity which is contrary to the whole principle that has actuated the management in
the matter of business submitted and written.

In the closing sentence of the paragraph now under consideration, reference is
made to the Ten Year Distribution Deposit policy issued on December 31 for $50,000,
which also was not taken.” This application came from California, was by an agent
who had frequently written policies for a large amount, and presented nothing un-
usual in character; but, on the contrary, it was accompanied by the medical examina-
tion fee, giving colour to the supposition that the business was genuine in character.
From investigation since made, the management does not doubt that the application
was genuine, and that it was the purpose of the applicant to take the insurance, but
circumstances subsequently arose which caused the policy to be returned as ‘mnot
taken.’

In summing up, it must be insisted that instances of this kind are unavoidable
in a business of the magnitude done by this association; that every evidence is pre-
sented of the purpose of the management to countenance only bona fide business, and
that the results of this purpose are clearly apparent in the decrease of the ratio of
“not taken’ business, notwithstanding the peculiar conditions which would naturally
tend to increase such ratio, and further, by the fact already cited, that the ‘not
taken ’ business of December was proportionately less than that of the entire year 1898.

Appended is the affidavit of Mr. Homer White. Where is Rockland County %—A.
New York.

Q. Then Eldridge’s letter to White, December 28th, 1898, and the affidavit of
White dated 1st January, 1899. At the time you sent that telegram and wrote that
letter, what was the amount of your knowledge or the state of your mind as to these
applications —A. Simply the knowledge that these large applications had been sent
in from Boston.

Q. Is Mr. White’s affidavit, so far as he testifies to any  matters within your
knowledge, true —A. So far as it testified to any matter within my knowledge, it is
true. I know the affidavit was submitted to the Insurance Department.
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By the Chairman:

Q. Was Mr. Wells given an opportunity to cross-examine White on this affida-
vit —A. No.

By Mr. Aylesworth, Counsel for the Mutual Reserve:

Q. The affidavit was filed, and you know nothing more about it —A. Yes.

Q.-I was asking you what information you had about the matter at the time you
wrote the letter and sent the application —A. Simply the fact that these large appli-
cations came in, and had excited attention.

Q. The unusual amount excited your attention?—A. Yes.

Q. Can you say whether at the time you telegraphed and wrote, you were sus-
picious of something wrong ¢—A. It struck me as unusual, and I know that a great
deal of it—it is done in many insurance companies.

Q. Did you ever know of any instance of it, in your association, except on this
occasion %—A. No specific instance, no.

Q. Did you ever know of any instance of it, except the eight policies that are
referred to in your own statement and the one from California that you believe was
bona fide? Now you think the applicant afterwards changed his mind about taking it?
—A. T never found any others, no.

Q. The aggregate amount is about what figure?—A. The aggregate amount of
the six policies was $170. The aggregate amount altogether was a little over $200,000.

Q. And what was the gross volume of your bona fide business at the end of
1898 %—A. About $200,000,000.

Q. Would an addition of $200,000 on a volume of $200,000,000 be of any signi-
ficance whatever, so far as the company is concerned %—A. None whatever.

Q. To what extent, if to any extent, was there anything fictitious or delusive in
the report made to the Canadian Department which covered this period —A. Well, of
course, none of these policies were issued in Canada, and none of these occurred in
Qanada. We were required, as far as our general business is concerned, to file with
the Canadian Insurance Department, a copy of the report made to the New York
Department.

Q. When Stevenson was deposing as to these so-called fictitious policies, he was
asked whether or not there had been untrue or misleading reports made to the Depart-
ment in Canada. Are you able to speak on that subject —A. I know the reports to
the Dominion of Canada were correct. Of course, as far as the delinquant policies
were concerned:

Q. I am speaking with reference to the so-called fictitious policies ?—A. None
of the so-called fictitious policies appeared in the report to Canada, so far as Cana-
dian business was concerned, but there was filed with the Canadian Department an
exact transeript of the report to the New York Department.

Q. And that would be affected to the extent of $200,000 or thereabouts by ficti-
tious policies —A. Yes.

Q. That was true of 1898, and do I understand you correctly that so far as you
know, it was not true of any subsequent year ?—A. No, it was not, so far as I know.

Q. Either before or after 2—A. No, and I will say the actuary of the New York
Tnsurance Department made a thorough examination in regard to the risks on the
policies, and I also did, because it fell to my lot to present the matter to the Insu-
rance Superintendent at the hearing, and I prepared myself to present it in full,
and did so present it.

Q. Then prior to that investigation of the spring of 1899, the report of 1898
was of course filed —A. Yes.

Q. Had you gone into that report with any care #—A. I had gone into it with
the ordinary care I did with the reports to the Insurance Department of business, and,
80 far as it was possible to do, I verified the figures, but with the mass of detail there
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is in such a report, it would be impossible for anyone to take them up and verify every
figure that is contained in them, especially when you have to make so many reports
and within so short a time as we have to make it at the close of the year.

Q. Had you exercised any special attention in that respect, upon the report of
the year 1898 ¢—A. Nothing more than the ordinary precautions to see that it was
correct.

Q. This matter of these particular policies—how far had it gone, up to the time
of making the report of 1898% Had it gone beyond writing the letter and tele-
gram?—A. It had not. The policies had been written, as I understand, and sent to
Dr. Bowden’s department, and remained in his office.

Q. Did you ever give instructions to dispose of his policies in that way —A. I
never did.

Q. Did anyone superior in authority to Wells or Stevenson, as far as you
know %—A. Not that I know.

Q. When did you first hear of it —A. In connection with the charges made to
the Insurance Department in New York.

By the Chairman, :
Q. How is it, after these padded policies were sent in to the department, and
you wired your agent to send on only bona fide business?—A. I saw the application
and I put it as a matter of caution to him, not to put in any irregular business.

By Mr. Aylesworth, Counsel for the Mutual Reserve :
Q. You had that degree of suspicion about it —A. Yes.

The Committee adjourned till 10 a.m. to-morrow.

Ortawa, TuEsDAY, June 28, 1904.
The Committee met at 10 a.m.

Mr. Georee D. ELDRIGE.—Mr. Béique asked me the other day, when examining
me with regard to the salaries paid, if I could explain the sudden increase in salaries,
both of officers and employees, between 18937and 1894, and at the time I could not do
so. In 1893, the salaries of officers amounted to $79,636; in 1894, to $141,297 ; salaries
of employees in 1893, $88,542, and in 1894, $199,647.

Examined by the Hon. Mr. Béique :

Q. And the next year—A. The next year there was an increase of about $25,000
in the salaries of employees. That is easily explainable, but the great discrepancy was
between 1893 and 1894. As I went there in 1894, I had to look into the matter, and
to make the departmental reports here, and I have also had the matter confirmed
from New York. You will find under the report of disbursements in the General
Report an item of commissions paid to banks and collectors for collecting assessments
—you will find, in 1893, that was $216,326.02. When you turn to 1894, you will find
that item was $59,152.86.

Q. For collecting about the same amount —A. For collecting about the same
amount, and considerably more in 1894 than in 1893. That confirmed me in the
opinion that in 1893, the salaries paid at the home office for those engaged in the
Mortuary Department—for 1893 and the preceding years, the salaries paid for this in
the Mortuary Department, that is sending out assessments and collectng accounts,
&c.,—had been charged to collections instead of to salaries, and that in 1894 a change
was made. Under collections, they simply charged the collections as commissions
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paid to banks, while the other salaries and home offices were charged as salaries to
officers, and have been from that time on. I made an exhibit setting down the salaries
of officers and employees, and the amounts paid for collections, and then totalled these
three items and I found that they amounted, in 1893, to $384,504.62, and in 1894, te
$400,096.95, an increase in those three items of $15,500.

Q. What three items %—A. Officers, employees, and collections.

By the Hon. Mr. McMullen :

Q. That did not refer solely to the Canadian business —A. No, that was in the
whole volume of business.

Q. Why did you make the change ?—A. In 1893, I was not in the business; in
1894 was the first. I wired to the home office to find if my interpretation was correct,
and I received an answer that it was correct. In 1894, the then Executive Committes
gave orders to have a change made, and the salaries paid under that head.

By the Hon. Mr. Wilson :

Q. We could get at it better, if you could name the officers who served in 1893,
with the amount of their salaries, if you do not want to give them individually, and
in 1894, the number of officers and the amount of their salaries %—A. I have sent for
that, and I am in hopes that it will come by mail to-day.

Q. We would then be able to draw from that why the increase in officers’ salaries
had been so great between 1893 and 1894. Then if we had at the same time, the out-
side service there was then, the number of employees and the amount of the salaries.—
.1 That I have sent for and I am in hopes it will be in the mail to-day at noon. If
they could get the clerical work through, it will be.

By the Hon. Mr. Béique:

Q. In referring to the exhibit which you say you prepared, we have for officers,
employees and collections in 1893 the total of $384,504 —A. Yes.

Q. And in 1894 the increase is rather small, up to $400,096 —A. Yes.

Q. I do not see that this accounts for the discrepancy to which your attention
was called %—A. These were the salaries charged to the dues account. The salaries
that were charged to the mortuary account were after 1893 carried in and made an
aggregate of the salaries charged to the dues account, but, prior to that, they were
earried into collections, and not in salaries.

By the Chairman :

Q. What do you mean by charging salaries to one account, and dues to another %
—A. The constitution requires that the cost of collecting assessments shall be paid
from the moneys of the assessments. Those are what we call the mortuary salaries;
mortuary expenses, and the business salaries, are paid from the dues account.

Q. It might account for the increase under the head of employees, but T fail to
see that it would account for the increase of salaries paid to officers %—A. Some of
the officers were charged to mortuary account, and some to dues. Those actively
engaged in getting business above those confined exclusively to collections of assess-
ments, &c., were charged to the mortuary account.

By the Hon. Mr. McMullen :

Q. In questioning you on Friday morning, with regard to the gross amount of
receipts and expenditures for the New York Mutual Reserve in nineteen years, you
gave us the figures first that the amount of collection by assessments was about
$5,100,0002—A. The amount of payments by policy-holders.

Q. Ts that correct —A. The entire collections on assessments amounted to $5,-

032,518, but that included interest.
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Q. You said the amount which you paid back to policy-holders on matured
policies amounted to how much %—A. It amounted to $3,060,029. This is all on
assessment account. It does not take in the legal reserve at all.

Q. That left $1,972,489. You stated that out. of that you had paid $1,067,303 for
expenses in Canada—A. The assessment expenses in Canada were $999,865.

Q. What portion of that is left? Is there any?—A. There was in Canada, at
the end of the year, assessment assets to the amount of $244,078.

Q. That was in the Government’s hands?%—A. $228,000 of it was in the Govern-
ment’s hands.

Q. And where was the balance?—A. In the bank.

Q. Now, you say there was $972,634 of a balance left after making the deductions
you have already referred to, and out of that there was $244,000, you say ,in Clanada,
of which $228,000 was in the hands of the Dominion Government?—A. That was the
valuation made at that time. :

Q. And the balance was in the bank %—A. In the bank.

Q. What has become of the balance that was in the bank?—A. T presume it has
been used in payment of death losses. We pay all our death losses here in Canada.
"~ Q. You paid death losses in Canada to the amount of $3,060,029. What date is
that account up to?—A. Up to December 31. It did not include death losses after
that date. The death losses were falling due right along, and any money in bank
would be used for payment of them, after the first of January.

Q. Now, that would leave $728,624. The gross amount of expenses due the New
York end of the Canadian business for the nineteen years was $728,5467—A. That
was the contribution from the interest and the payments of policy-holders to the
New York office towards the general expenses and towards the general fund and
towards any contribution to general death claims, or anything of that kind. That was
the contribution to the business.

Q. This is a little different from the statement you made on Friday. You will
find the difference when you read over the statement.

Mr. AvyreEsworTH.—I have been reading it, and I can see no difference.

WirNess.—On Friday, in the examination, the Senator took simply as receipts
the money that had been paid by policy-holders. He states so in his examination of
me; it ignored interest. In this item there is included interest, which is $94,280.

By the Hon. Mr. Wood:

Q. Will you tell us what percentage that was of the total expenses of the Home
Office in New York?—A. The expenses in the United States during that period
amounted to $19,554,099.

Q. Can you give the proportion of the amount of business done in Canada and
in the United States? What I was getting at was whether the Canadian business
paid ratably and according to the volume of business?—A. I may say, Mr. Chairman,
that I prepared last night, knowing how difficult it is to discuss figures in this way,
a statement showing the entire business of the company, its receipts, payments to
policy-holders, disbursements, and the ratio, taking the Canadian business and show-
ing identically the same thing, so as to have it in a succinet form, so as to present the
figures, and that will probably be here about twelve o’clock to-day. There will be
plenty of typewritten copies of it, so we can have the total figures right before us in
the aggregate, where they can be got at much better than in a desultory discussion
of it.

By the Hon. Mr. McMullen:

Q. In the interest of your company, it would be well to give us the exact amount
paid for policies and the exact amount used for office expenses in New York. On

Friday, you will notice, when you examined your statement, there was a very great
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discrepancy between the two. Of course, it is apt to raise doubt as to the accuracy of
the statements. I will not challenge them. Possibly you may be correct to-day, but
they certainly differ very seriously, and it will be better to be accurate. The question
I wanted to get is this: It appears there is an average expenditure in the office in
New York for Canadian business. That appears to be the office expenses. Now, you
told us the other day you paid $60,000 a year rent?—A. We pay $50,400.

Q. What proportion of that rent is charged to the Canadian end of the busi-
ness ——A. None of it. That is, there is no distribution of the expenses of the com-
pany specifically as between the Canadian business and the general business.

Q. You keep all the other items of the Canadian business separate —A. We
keep expenses in Canada separate.

Q. If you keep the expenses in Canada separately, it is a very singular thing
you do not charge Canada with a percentage of the rent ¢—A. We charge Canada
with the rents in Canada, but we cannot charge them specifically with any percentage
of the home office expenses. ;

Q. How is the $38,000 a year used ¢ You charge none for rent. What salaries
have you charged to cover that $38,000 2—A. That $38,000 is the contribution of the
Canadian business towards the general expenditure of the company outside of Can-
ada, those of the General Office, but we have not specifically charged to Canada any
percentage or portion of that business any more than we would the business of any
specific state. We do not keep the accounts separately as with any state or with
any country, excepting as far as the expenditures in that country, are concerned, and
the balance of the contributions subject to the general funds of the company towards
the general expenses, and the meeting of the general expenditures, and towards the
accumulation for the general protection of all the business of the company,

By the Hon. Mr. Wilson : - \

Q. How much of that would you say applied to the salaries of officers in New
York in the Mutual Reserve—the Canadian portion of the payment ¢—A. If you
were going to make a complication of that kind, it would be the proportion of that
contribution which the salaries of the officers bear to the gencral expenses of the
company the same ratio that the salaries of the officers bear to the general expenses
of the company.

Q. You had that fund towards the payment of the officers of the Mutual Re-
serve, have you —A. We regard that fund as belonging to the company for its gen-
eral purposes.

Q. That is not an answer to my question : Did you or did you not use a portion
of that money to defray the expenses of the officers of the Mutual Reserve ¢ Please
answer yes or no —A. I do not think it is a question that can be answered exactly
yes or no.

Q. Yes, you can tell me if you use a portion of it. I am not asking what amount;
I am merely asking do you use a portion of that money to defray the expenses of the
salaries of the Mutual Reserve in New York. Yes or no will do me?%—A. T do not
think it is a question which can be answered plainly yes or no.

Hon. Mr. WiLsoNn.—Well, you need not answer it.

By the Chairman :

Q. The statement was given to Senator McMullen that the company had re-
turned to the policy-holders of Canada, $3,060,000 out of $5,032,000 collected. Now,
that sum of three millions returned to the policy-holders, does it represent the full
amount of the policies held by the policy-holders —A. Where the claims were
proper claims, yes.

Q. A policy is either proper or it is not —A. That is true, as an abstract propo-
sition, but as a matter of fact, in dealing with insurance business there are many
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payments made, and many claims adjusted under which there is no actual legal
claim for the amount.

Q. Would you be in a position to give the real amount of policies held by those
people who receive them and the difference between the amount they received—the
difference between the face amount of the policy and the amount they received —A. I
am having prepared, and expect every mail to receive, a statement policy by policy
of all that have not been paid in full. That will give the face of those policies, the
amount that has been paid, and show the deduction, and then with the other item——

Hon. Mr. WiLsoN.—We would not want the details. The total amount of the
face value of the policies and the total amount paid at the death of the policy-
holders. :

By Mr. Coster, K.C., Counsel for Committee:

Q. That is on file here and in evidence, is it not %—A. That does not relate to
the Canadian business. It relates to the whole business of the company. This is
what I was asked to bring, a list of all death claims in Canada settled or compromised
at less than the face value from January 1895 up to the present time. That is what
I am having prepared and will produce. I am expecting it every mail,

The CHARMAN.—That is the all-important point in the investigation. The face
value of the whole of the policies was $5,032,000, and in many cases the policy-holders
complain that when it comes to a settlement, the company scale down a certain
amount. That must be explained.

By the Hon. Mr. Beique :

Q. You stated on Friday that you paid for collections of assessments, what per-
centage —A. Generally two and a half per cent. However, in Canada, it has been
very generally five per cent, because of the scattered character of the business.

Q. What would be the average in Canada %—A. I should suppose that the aver-
age would probably be less than two per cent, because, of course, there is none of
that which is paid on the Home Office.

Q. Can you give us the exact figures?—A. I can give them from the reports
since 1894.

Q. For the nineteen years, can you give us the total amounts paid which would
not be paid as commission, and would not be included in the expense account’—A.
The commissions paid in Canada are included in the $999,000.

Q. Then the $728,546, the difference between the amount received in Canada,
and paid out in Canada, would represent about 173 per cent of the total amount of
expenditure for the nineteen years paid to officers and employees?—A. There are
many other expenses besides that. There would be the rent of the home office, there
would be postage, printing, &. We have to send out six notices a year ‘on all this
business to every policy-nolder.

By the Hon. Mr. McMullen:

Q. You say there is the rent of the home office: what do you refer to? The rent
of the offices in New York?—A. Yes.

Q. You must charge some percentage of that?—A. We have not charged any
percentage. We have taken the receipts from Canada in excess of the expenditures
and deposits made here, as belonging to the general funds of the company, exactly as
the receipts from any state belong to it, and have not kept an account of the general
expenses, as charged specially to Canada, or specially to New York, or Massachusetts,
or any other state.

Q. Are you prepared to say to the committee, that that $38,344 a year, was paid
for officials in the offices without counting any portion at all for rent?—A. It was
used for all the general expenses of the company, the same as any other expense

funds towards the general expenses of the company. Some of it would go for rent,
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however, though not specifically be appropriated for rent, and any excess of it over
its fair proportion of expense would remain in the general funds of the company
which belong as a security to the policy-holders.

Q. You have told us that the total assessments in the nineteen years in Canada
amount to $5,034,000%—A. That is assessments and interest.

Q. Did you collect any special amount from contributors to cover expenses, be-
sides the assessments? Was there a three per cent or five per cent to cover collec-
tions%—A. There are annual dues on every policy. ‘Then we levy an assessment
with which to cover mortuary expenses and mortuary claims. :

Q. Does this sum that you have given us cover the assessments and the annual
dues, both?—A. Yes.

Q. It covers everything %—A. Everything.

Q. Everything you get from the policy-holders?—A. Everything we get from
the policy-holders and ninety-four thousand dollars odd interest.

Q. You have, T suppose, a large printing expenditure at your head office: what
proportion of it, if any, is charged to the Canadian end of your business, that is
represented by this expenditure of $38,344—is there any specially >—A. There is no
special charge made as against Canada, for any of those general expenses. It falls
in with the receipts of all other countries and states.

By the Hon. Mr. McSweeney :

Q. How do you arrive at the policy by which you taxed the Canadian policy-
holders, in comparison with the United States policy-holders for your general ex-
penses? How do you raise the fund of say $38,000 out of Canada, to defray the ex-
penses in New York? What ratio do you make the collection on? What principle
guides you? Is it in proportion to the number of policy-holders or the amount re-
ceived —A. The dues are fixed by contract at so much per thousand. The mortuary
expenses are a percentage of the total assessments levied.

Q. That is hardly an answer that I could grasp very readily. I wanted to know
upon what principle you apportioned $38,000 as the ordinary expenses to be charged
up against the policy-holders of Canada, and what is charged up against the policy-
holders of New York and other states. I want to know upon what principle you
arrive at the amount of $38,000 for Canada —A. This amount is not a sum which
is specifically charged for expenses on the Canadian business. There are the receipts
irom ihe Canadian business, there are death losses and expenses paid in Canada, and
the Lalance is $634,000 of assessment and $94,000 of interest, which simply averages
$38,000 a year. It does not necessarily follow that all that money has been used for
expenses.

Q. By that answer you convey to me that you have no principle whereby you
apportion the different expenses between Canada and the United States in connec-
tion with your company %—A. Not with the general business.

Q. It is simply a lump sum arrived at in a haphazard sort of way : you are
taking out of Canada a certain amount, and a certain amount from the United States,
just to suit the convenience of your company ?—A. Not in the slightest degree.

By the Hon. Mr. McMullen :

Q. You said to us that the gross collection from all the policy-holders in Canada
in nineteen years was $5,033,000 and you say to us that the gross amount paid back
to these policy-holders is $3,060,029. That means, virtually, that you have collected
five millions and paid back three millions; that is virtually sixty cents on the dollar,
is it not —A. That is sixty cents on the dollar, virtually.

Q. It took the other forty cents on the dollar to handle the business between the
expenses in Canada, and the expenses in New York?—A. There is $244,000 to come

out of that.
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Q. There is $228,000 in the hands of the Dominion Government —A. Yes.

Q. Giving you credit for $244,000, with the exception of that it has taken forty
cents out of every dollar that has been paid in by policy-holders to cover the expenses
for nineteen years %—A. It has taken 343 cents practically. The balance would be
$1,728 in round numbers, and on five millions, that would be 84} cents.

Q. Sixty-five cents, then, has been returned to policy-holders, and it has taken 35
cents on every dollar paid for the expenses of the company %—A. Yes, and there is
not another company that has been organized the same time and doing the same
business, that has done as well.

By the Hon. Mr. Wilson :

Q. That has nothing to do with it %—A. I think it has, for there is a standard
of expenses doing this business, and we cannot arrive at the question whether this
company has been extravagant or not, without a basis of comparison.

By the Hon. Mr. McMullen :

Q. You said on Friday, that there was $228,000 %—A. I said there was $228,000
with the Government—$344,000 including deposits in the bank.

By the Chairman :

Q. You could draw that money deposited in the bank at any time %—A. We have
to pay our death losses. )

Q. The $228,000 is exactly what is in the hands of the Government —A. Yes.

Q. What is in the bank, you could draw by cheque to-morrow %—A. Exactly, and
we could bring in money from the United States to-morrow to pay death losses, as
we have done.

By the Hon. Mr. McMullen :

Q. That was on the first of January last ~—A. Yes.

Q. Can you give us a detailed statement of what portion is in bank ¢—A. No, I
cannot give you that. It changes every day.

Q. Can you tell us what bank it is in ~—A. I cannot tell you now, but you can
find in the Insurance Department a statement of every dollar in the bank, made under
oath.

Q. That is on the 1st of January %—A. Yes.

Q. And you cannot say what portion of it is there now #—A. There is a constant
change, constant depositing of receipts and paying expenditures. = We receive the
money in Canada, deposit in the bank in Canada, and leave it here until it is used.

By Mr. Aylesworth, K.C., Counsel for the Company :

Q. Have you prepared a statement from the official returns of the number of
other insurance companies doing business in Canada, making a comparison of the
amounts received by them from the policy-holders, through a like period of years, the
amount expended, and the amount remaining unexpended or to go for expenses ?—-
A. T have made a comparison of the three companies that were organized just about
the time the Mutual Reserve came into Canada, showing the premiums received, pay-
ments to policy-holders, and their returns of expenses, but have excluded from
expenses, their dividends on capital stock, because our company has no capital stock.

Q. How many of such companies have you tabulated in this respect —A. Three.
I have prepared and designated the three companies, one, two and three.

Q. Not giving the names?—A. Not giving the names. I can give the names,
but I do not think the names should go on record. Those are the three companies
that were organized in Canada, just about the time we commenced to do business in
Cenada.
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By the Hon. Mr. McSweeney :

Q. But it would not cost as much to do assessment business as old line business ¢
—A. T do not know that it should not. We do the same general business—do it by
agents.

By the Chairman:

Q. Can you add to this statement this fact: Do these companies pay the full
face of their premiums at death?—A. The full face of their policies?

Q. Yes?—A. The same as the Mutual Reserve does, exactly.

Q. Are you in a position to give that evidence? If not, the statement would be
absolutely useless. We want to know if these companies pay the full face of their
policies at death?—A. The Mutual Reserve pay the full face of their policies at
death, every valid claim.

Hon. Mr. DomviLLE.—There are judgments against the company for non-payment
of claims.

WirNess.—There are judgments in the United States from which we have ap-
pealed, and which are being contested in the higher courts of jurisdiction, but as for
any final judgment, there does not exist such a judgment. If such a judgment existed,
the Insurance Department of New York would be obliged to cancel our license, and
put us in the hands of a receiver. I have not the slightest objection to giving the
names of those companies. The only reason I did not give them was, that I know
figures so compiled are sometimes unfairly used in business. I am quite prepared
to give the names to the Chairman.

By Mr. Aylesworth, Counsel for the Company:

Q. Referring to this memorandnm that you have prepared, sheet No. 1, have you
in mind the company represented by that appellation —A. I have.

Q. Where did these figures come from that appear in sheet No. 1%—A. They are
taken from the blue-books of the Insurance Department of Canada.

Q. For the years set down here?—A. They were.

Q. From 1899 to 1903, inclusive?—A. Yes.

Q. Are those figures correctly taken from the blue-books?—A. They are.

Q. Are the same answers true with regard to sheets No. 2 and No. 3%—A. Yes,
except with a trifling variation of the years covered.

Q. Number 2 refers to the period from 1886 to 1900?—A. Yes.

Q. And as the foot-note says, in 1901 it was consolidated with another company%
—A. Yes.

Q. And No. 3 represents the years from 1887 to 1903, inclusive—A. Yes.

Q. Then, you have in mind the three companies that are represented here as Nos.
1, 2 and 3%—A. Yes; they are Canadian companies.

Q. And you are quite willing to state to the Committee, not to go upon the offi-
cial records so as to be published to the world, the names of these three companies
respectively —A. Yes.

Q. And each one of those figures represents what, in insurance phraseology, is
the legal reserve?—A. Yes.

Q. As distinguished from the assessment—A. Yes.

(Filed as Exhibit No. 16.) .
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EXHIBIT NO, 16.

No.: L

LEGAL RESERVE.

Premiums Payment of

Received. | Policyholders. Expenses.

$ $ 8
biabL - [ st 5,431
B e 10,169
22,780 1,000 11,536
30,191 5,298 14,582
,296 2,000 15,462
44,596 3,534 17,278
53,395 4,936 18,790
65,5656 14,463 23,064
70,863 12,695 22,062
78,041 14,209 24,765
100,014 15,656 34,687
109,881 19,367 36,850
120,995 33,323 40,029
142,559 35,814 44,346
149,259 26,475 44,442
1,046,445 188,770 363,493

Not including dividends to stockholders.
EXHIBIT NO. 16.
No. 2.
LEGAL RESERVE.
Premiums Payments to

Received. | Policyholders. Expenses.

$ $ $
SO o e 14,413
36,044 1,000 20,628
52,221 18,000 29,410
64,891 14,385 28,498
77,790 10,507 35,163
88,914 20,180 42,206
108,221 37,892 42,615
116,494 26,609 48,236
129,199 34,388 52.494
142,448 49,496 56,353
151,319 27,342 61,775
174.877 55,851 71,214
187,318 52,237 71,817
215,756 54,163 88,850
261,325 68,793 100,045
1,816,310 463,842 763,718

* In 1901 consolidated with another company.

+ Not including dividends to shareholders.
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EXHIBIT 16.
“ No. 3.

LEGAL RESERVE.

Premiums | Payments to
Tt Received. |Policy holders. Expenses.
$ $ $
27,185 7,000 20,438
117,762 9,650 87,251
143,956 60,465 89,158
149,565 46,214 70,603
184,106 37,869 77,477
212,242 55,012 79,497
249,087 47,821 95,956
267,411 50,069 109,440
324,449 50,465 130,778
355,149 77,808 136,825
384,049 160,087 139,906
440,494 116,730 | 153,723
510,561 132,178 | 144,931
579,522 17665 | 201,321
921,921 234,892 272,163
1,054,816 316,567 300,270
1,219,436 366,533 | 353,770
7,141,702 1,896,965 | 2,463,526
» | |

Not including dividends to stockholders.

By the Hon. Mr, McSweeney:

Q. Are those Mutual or stock companies?—A. Stock.
Q. All three stock companies?—A. All three stock companies. There is not
included in the general expenses, any dividends to stock-holders.

By Mr. Aylesworth, K.C., Counsel for the Company:

Q. Are there any assessment companies doing business in Canada that you know
of %—A. There are some operating on the fraternal plan, but the nearest that comes
to it, is the Independent Order of Foresters, a Mutual Company on the assessment
plan,

By the Hon. Mr. McSweeney :

Q. Would they be on a par with the C.M.B.A. and the Independent Order of
Foresters?—A. The Independent Order of Foresters does a general business, as I
understand. The Catholic Mutual Benefit Association, and I believe all those frater-
nal organizations, do their business through lodges.

Mr. AviesworTH.—I wish to state as briefly as possible, something of the views
in virtue of which I took the responsibility of giving to the witness, in my capacity
as adviser of the association in this matter, the advice to take the course which he did
take before the Committee. I premise by saying nothing was further from my
thought, and nothing I am fully persuaded, was further from the intention of Mr.
Eldridge, than to exhibit in the least degree, disrespect or contumacy towards this
honourable body or the Senate that appoints it, but an inquiry of the amount which
each or any individual officer receives by way of salary, seems, to my mind, some-
thing that is not in any way necessary to the purposes for which this Committee was
according to the mandate of the Senate, investigating the affairs of this association.
I have not before me the exact terms of the resolution appointing this Committee,
but I understand the wording to be that the Committee was to investigate into the
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position of the Mutual Reserve Fund Life Association of New York in Canada, and
assuming that to be the function of the Committee, to investigate the position of
that association in Canada, I respectfully submit to the Committee that the purpose
of the investigation is fully and completely answered by that which the witness has,
under the advice we have given him, offered to do. We are perfectly willing, on be-
half of the association, that a statement should be presented to the Committee, a
statement under oath, and which is at once capable of verification by the regular offi-
cers of the department, if any verification of it other than the oath of the witness is
desired, and which should show the amount in aggregate paid to the six leading offi-
cers of the association, the six officers holding, so to speak, constitutional offices—
that is to say, officers required by the constitution of the association. We thought
that such information would answer fully all the purposes for which the Committee
" was appointed in investigating into the position of the association in Canada. There
could be no reason for seeking to individualize the amounts paid to each particular
officer, excepting some reason foreign to the purposes of this particular investigation.
Now, there are very many reasons, from the standpoint of an association or of an
incorporated company, which weigh very strongly against the making and publishing
of the exact amount or the particular amount paid to an individual officer, at the
head of the association, or any other officer. A number of those have been summariz-
ed by Mr. Eldridge in a brief statement he made, and all those notes, I understand,
are returned to the House for the information of members. If the whole proceedings
leading up to the question which Mr. Eldridge declined to answer, are not to be be-
fore the House under the reference that has been made to the Committee I would
respectfully ask that they should be, and I submit that they ought to be; because it
would not convey any fair representation of the attitude of the witness in this regard,
that there should simply be before the House the set questions which were formally
asked and in regard to which the formal declining to answer was made. But assum-
ing the whole proceedings are before the House, or will be there capable of being re-
ferred to, I ask to have noted as a part of what T am now saying, the reasons given
by the witness in the interest of the association, why the individual amounts ought
not to be given, and I am stating reasons which impel me to think that the statement
in aggregate, such as I have described, would answer every purpose for investigating
the association. I merely want to add this: it is a matter certainly within my own
experience, a matter in regard to which I think the business experience of honourable
gentlemen about this board will bear me out, that such information is very frequently
withheld at annual meetings of stock companies, from inquiring shareholders, men
who are directly interested pecuniarily in the success of the institution or company
in which they have shares, and it is considered generally speaking, by banks, by
monied institutions, trust cempanies, insurance companies, and companies of that
nature, that it is not in the interests of the company, as a company, that information
of that sort should be made public. I feel exactly in that position with regard to
this question. We are, as I have said, taking this position in the exercise of the best
judgment we are capable of, considering the true interest of the association in advising
against the making public of the individual amounts paid to office bearers of the as-
sociation. I ask honourable gentlemen to remember simply this, that when I say
association, I speak literally of the body of policy-holders—the association is the
general body of policy-holders. It is their interests that the Parliament of this count-
ry is desirous, as we conceive, to protect, and viewing their interests from the stand-
point that we have, and in the light that we are able to bring to bear upon it, it seems
to us that it would be decidedly detrimental to the interests of the body of policy-
holders, that this information should be given publicity to, while we are perfectly
content and submit that it ought to be all that is requisite for the purposes of this
inquiry, to give this information in the shape which I have pointed out. My object
in making this statement is to get the facts before the House on behalf of the asso-

ciation. supposing it to be the only means of getting it before the House.
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Hon. Mr. DomvitLE.—T think I understand Mr. Aylesworth to say—and if I did
not understand him correctly, I should like him to correct me—that banking and in-
surance companies do not give at their meetings of shareholders, the amounts of
salaries paid to their officials ¢

Mr. AvieswortH, K.C.—I say that frequently such information is withheld.

Hon. Mr. DomviLe—TI understood Mr. Eldridge to say that life insurance com-
panies did not.

Mr. AvieswortH, K.C.—I say frequently banking and insurance and other com-
panies of that character, withhold such information from even their own stock-
holders.

Hon. Mr. DomviLLE.—I understood Mr. Eldridge to say that life insurance com-
panies never did it.

Mr. Evpringe.—I say it is frequently withheld—as a rule it is withheld.
By the Hon. Mr. Domwille :
Q. Have you.ever heard of the New York Life doing so?—A. I may have
- heard it. -

Q. Have you heard that in 1892, the individual salaries of the officers Were made
public —A. I am not disputing it at all. I say as a rule it is not done.

Q. Do you know that the New York Life, in 1892 made public through the ex-
aminer of the Insurance Department of New York the salaries of the officers of the
company #—A. Is that report here?

By the Hon. Mr. McSweeney :

Q. I think you stated a few minutes ago, in answer to Mr. McMullen, that you
had nothing to do with the Bill before Parliament—Bil] ‘H’.—A. I did not intend
to imply that I had nothing to do with it.

Q. You said that the company had not applied for it ~—A. It had not.

Q. Here is the Insurance Review, a weekly journal published in Philadelphia,
which contains the following :

‘We see in a circular addressed to the Canadian members of the Mutual Reserve
Fund Life Association of New York in Canada that Mr. Eldridge says its adoption
would be a benefit to those members.’

Is that true ?

A. T think it is. I think the principle involved in the Bill would be of benefit
to the members, but it does not follow that I would say the company would not carry
out its contracts in the way they stand. T say we are not before Parliament applying
for this legislation, but we do think that the Bill introduced, the general principles
therein embodied, would be for the benefit of the general members,

Q. You sent a circular to that effect —A. We did. It was for the purpose of

bringing the Bill before the members, with a view to having an expression of opinion
from them.

Hon. Mr. BfIQUE moved :

¢ That in view of the statement made by the witness, Mr, Eldridge, and the legal
officer of the company that they are willing to give for each year the total amount
paid out to the officials of the company, this Committee is of the opinion that that
information would suit the requirement of the present investigation, and that a fur-
ther report be made to the Senate tn the above effect.’

: Hon. Mr. Woop.—The only way that we can arrive at any satisfactory conclu-
slon as to whether the salaries that were paid were reasonable would be by a compari-
son of these salaries with the salaries of g similar class of officials doing a similar”
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class of business. That would necessarily lead to an inquiry into the salaries paid by
prominent insurance companies in the city of New York. For my own part I have
no idea what the amount of those salaries is.

Mr. McSWEENEY.—Pretty good, some of them.

Hon. Mr. Woop.—I have no doubt they are. It appears to me we arrive, for the
purposes of this investigation, at a satisfactory conclusion if we compare salaries in
aggregate with the salaries of the same class of officials in other insurance companies,
and giving the aggregate salaries paid to a similar class of officials, furnishes a method
of comparison by which we can arrive at a satisfactory conclusion as to whether
salaries are on the whole exorbitant or not. I do not see what further we can get by
ascertaining the salaries paid to individual officials. My honourable friend, Mr. Mec-
Mullen, stated that this company was in a different position from other companies,
because it was insolvent, or, at all events, was not satisfactorily carrying out its con-
tracts with its policy-holders, but after all that does not affect the question. With
the information that has been furnished to-day, it does not seem desirable that the
resolution which was passed last week should be pressed. At all events the Senate
ghould be in possession of the knowledge that this resolution which has been proposed
fairly covers the ground.

Hon. Mr. DEBoucHERVILLE.—The report of the Committee submitted to the Senate
last week has to be considered by the Senate. Now, if the honourable gentleman will
strike out this part of his resolution I think it would be improved : ¢ The Committee
is of opinion that the information would satisfy the requirements of the present
investigation.” It is not for us to tell the Senate that that is our opinion. We are
here to investigate; we are not here to advise the Senate.

Hon. Mr. BfilQque.—Suppose the witness this morning should give an answer to
the Committee ¢

Hon. Mr. DEBoucHERVILLE—We would have to report it.

Hon. Mr. BfiQue—I am calling attention to the fact that the motion is ridiculous.
The question is as to whether the information which has been offered is satis-
tactory to the Committee. If it is not satisfactory, my motion should be voted down.
I¢ it is satisfactory to the Committee, the fact should be reported to the Senate, be-
cause it is an essential and important fact which should be before the Senate. The
answer of the witness is not a mere refusal; it is a qualified refusal. He says I am
not willing to answer the question as put, but I am willing to answer it in another
form.

The CBARMAN.—And that form the Committee would not accept.

Hon. Mr. Bfique.—We are told that, but the fact is not before the House, and it
should be stated to the House. The full statement of the witness should have been
brought before the House, so that the House might deal with the matter with all the
facts before them.

The CHARMAN.—Such was not the opinion of the Committee.
Hon. Mr. DoMviLLE.—My honourable friend perhaps hardly recognizes the fact

that that very same information, and in the very same shape, was offered to the Com-
mittee last week and declined.

Hon. Mr. Bfique.—But I say it is not before the House, and it should be before
the House.

Tug OHAIRMAN.—The Committee was not of that opinion.
Hon. Mr. BfiQquE—A matter of such importance should not have been taken up

“when there was a very small attendance of members of the Committee and especially
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when they have spent a couple of days examining the witness. There are present now
Senators Watson and Wood who say they were not present when the last report was
adopted.

TaE CHAIRMAN.—Senatar Wood was here.
Hon. Mr. Woop.—I came in just at the close.

Hon. Mr. DomviLLE—A¢t the last meeting this form of offering the information
was declined. The Committee put certain questions in writing so that there might
be no mistake on the part of the witness in understanding what was wanted from him.
We reported the fact to the House and none of us know what the decision of the
House is likely to be. Now, we meet to-day and say that we see the error of our way,
and admit that we ought not to have done what we did do.

Hon. Mr. WarsoN.—That is right.

Hon. Mr. DomviLLe.—We are asked to stultify ourselves. We will have to state
that last week this same information was offered and refused, and that we have since
then changed our minds, and we must make an apology to the House as a Committee.
I would suggest as an amendment to meet the condition of affairs, that this Com-
mittee had a proposition before them at a previous meeting by Mr, Eldridge, which was
not satisfactory. Certain questions were put to him which he declined to answer, and
it was reported to the Senate. This Committee now regrets having asked him any
questions on the subject, and it is stated in the Committee that the policy-holders
should not know how their moneys are expended, and requesting the Senate to excuse
the Committee.

Hon. Mr. WarsoN.—The honourable gentlemen proposes a resolution here which
is nonsensical, which is moved as a matter of joke, and he asks that that be reported
to the House with the evidence.

Hon. Mr. DomviLLe—It is no joke.

Hon. Mr. WarsoN. -Does (he honourable gentleman mean this Committee to
report thal the witness should never be asked a question ? The honourable gentleman
has said repeatedly in the House and here, that one of the important questions was to
find how much money was spent in salaries. He asked to have this Committee ap-

pointed and now he moves that this witness should not be asked a question by any-
body.

Tre CHAIRMAN.—For the benefit of members of the Committee who were absent
during the discussion of this question last Friday, allow me to read a portion of the
report which has escaped their attention. (Report to Senate read). So all the mat-
ters suggested by the Hon. Mr. Béique and the Hon. Mr. Watson were fully discussed
in this Committee before the honourable Senator moved his motion.

Hon. Mr. WarsoN.—But the Senate, who are asked to pronounce on this matter
this afternoon, are not in possession of the information.
THE CHAIRMAN.—But this is before the Senate.

Hon. Mr. WatsoN.—The report of the Committee is not printed yet.

THE CHAIRMAN.—AII that Mr. Béique has called attention to is given in full on
the minutes.

Hon. Mr. WarsoN.—The amendment of Mr. Béique, if submitted to the House
this afternoon, will furnish all the information.

Mr. AvreswortH, K.C.—Let me point out that in what you have just read there

is no reference whatever to our offer to give this information.
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TrE CHAIRMAN.—There is no reference to that, but the witness gives the reasons
why he declines to answer.

Hon. Mr. DEBoucHERVILLE—I ask that the words which I cited be struck out of
the amendment.

Tae COHAIRMAN.—The suggestion of the honourable Senator would certainly re-
lieve the Committee of the charge of stultifying itself. All this discussion is going
on in the absence of the honourable Senator (Hon. Mr. Landry) who is responsible
for the report being made.

Hon. Mr. Bfique—Perhaps ‘my honourable friend, Mr, DeBoucherville, will
accept this:

¢That a further report be made to Senate that the witness, Mr. Eldridge, has
volunteered to give for each year the amount in the aggregate paid to the officials of
the company.’

Trae CHAIRMAN.—This method of proceeding will certainly lead to difficulties.

Hon. Mr. Warson.—This is not reversing the former decision of the Committee;
it is giving certain information which was not included in the former report. Mr.
Béique moves that we report that the witness is prepared to give the salaries en bloc.
Then it will be for the House to decide whether they are satisfied with the informa-
tion, or whether they will insist that the witness shall give the salaries in detail. The
House ought surely to be in possession of all the information on which they are
asked to pronounce. The House ought to have the two propositions before them, so
that they may decide whether to accept the aggregate salaries, which the witness
volunteers to give, or to demand the individual salaries. It will be for the Senate to
decide what should be done, when all the facts are before them.

Tue OHAIRMAN.—This matter cannot come properly before the Senate. The
Senate has simply to discuss the question whether the witness shall answer the ques-
tions as put. If the Senate is not prepared to endorse the action of the Committee,
some honourable Senator can move an amendment that the witness be asked for the
information en bloc. That is the duty of the Senate, not of this Committee,

Hon. Mr. WarsoN—But if the Senate has no information that the witness will
give the aggregate amount of the salaries, a majority may vote to compel him to fur-
nish details. With the rcport that is before the Senate now, a Senator will have no
option ; he will have to say whether the witness shall answer the question or not ; but
if you convey to the Senate the alternative propositions, every Senator will be in a
position to decide whether he shall accept one or the other. To decide on this matter
without the information that the witness is prepared to give the figures en bloc is not
fair to the Senate.

Hon. Mr. DeBoucHERVILLE—I suppose you want the Senate to be perfectly
informed ¢

Hon. Mr. WarsoN.—Yes.

Hon. Mr. DEBovcHERVILLE—They would not be perfectly informed, if it were in
the aggregate. We might add: ‘But not individually.’

Hon. Mr. WarsoN.—I am speaking now about the information this Committee
ought to give the Senate. I am not anticipating what the Senate’s decision shall be.

" Hon. Mr. DeBoucHERVILLE.—I want this to be put in the report, so that the
Senate may see at once that the offer of the witness is, not to answer those questions
that were put to him, but to give an answer en bloc.
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TeE CHAIRMAN.—We have simply to report to the Senate that the witness
is prepared to give us half an answer, instead of the full answer which the Committee
wants,

Hon. Mr. WiLsoN.—The House is seized of certain facts in connection with this.
_The Chairman reported to the House that the witness positively refused to answer
the question put to him, and I do not see any necessity for duplicating the report.

Hon. Mr. WarsoN.—The Chairman told us that the witness volunteered the other
‘day to give the same information he offers to give to-day, but that has not been re-
ported to the House.

Tae CHAIRMAN.—It is on the minutes.

Hon. Mr. BfiQue.—I move that a further report be made to the Senate, that the
witness, Eldridge, has volunteered to give for each year the amount in the aggregate,
but not in detail, paid to the officials of the company, as asked for by the Committee.

The motion was carried unanimously.

The committee adjourned until 8.15 p.m.

EVENING SESSION.
Cross-examination of Mr. George D. Eldridge continued.

By Mr. Aylesworth, K.C., Counsel for the Company :

Q. There is a matter' I should like to ask you a question or two about, in view of
something which has been said since yesterday. How frequently has an examination
of the financial position of your association been made by the department of New
York state or by the department in Canada ?—A. The department of New York ex-
amined the company in the fall of 1884, and the spring of 1895, again in the spring
of 1898, again in the spring and summer of 1899, and again in 1902. That covers the
examinations since I have been there. They also made an examination in 1885. That
was before I was there,

Q. 1 am speaking specially of the examination to determine your position as to
solvency. Is your answer given with that understanding of the question?—A. Yes.

Q. Has there at any time been any similar inquiry or examination on the part of
the insurance department of this country %—A. No examination by any one from this
department. I furnished this department with the certified copies of examinations
made by the New York Insurance Department, by request.

Q. And what, if anything, has followed from the department of this country in
that regard %—A. Nothing except a request for furnishing the certified copies which
I have done.

Q. Has there been any further examination into your affairs at the hands of our
department ¢—A. The department of this country has at different times addressed us
questions in reference to matters. They asked us for instance for a certified copy of
the valuation of our real estate as made by the New York Insurance Department, and
they have addressed us questions with regard to assessments levied on our Canadian
members, also with regard to our liens, &e. Such questions have been addressed to us
at different times.

Q. But there has been no organized examination by the department here —A.
No.
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Q. Have you at any time prepared statistics with reference to litigation, claims
that were made and litigated by your company %—A. No,

Q. That is a matter of record I suppose with you, and statements could be pre-
pared —A. It is a matter of record and statements could be prepared, but no special
statements.

Q. Are you able to say, from your knowledge of the business of the association,
without examining specially for the purpose how the percentage of claims that have
been in litigation in your association compare with the like claims of other companies
with a similar amount of business %—A. Without examining it closely, I know that at
one time statistics of that kind were published by the company, prepared, I think, by
Mr. Patterson, when he was connected with the company, showing in less ratio than
that of most companies, but my opinion is the ratio was a trifle larger, as would
naturally be the case with a company engaged in places where the premiums were
small. Any business of that kind naturally seeks the smaller premiums, but nothing
materially larger.

Q. Has that feature of your company’s business been at any time the subject of
inquiry by the department of your state %—A. At each of the examinations which was
made, it was inquired into, and the papers connected with the litigated claims, and
claims settled at less than their face, were produced for the examiners to be examined
by them, and were examined by them.

Q. Each of those examinations you have spoken of by the department of New
York state %—A. Yes.

Q. On such examinations would an officer of that department make any inquiry
except as to claims arising in New York state itself —A. Oh, yes, his examination
extended to the entire business of the company wherever transacted.

Q. Including the Canadian business %—A. Including the business in Canada and
England.

Q. Including claims litigated in Canada?—A. Yes, the entire business of the com-
pany.

Q. What was the last of those examinations by the New York Department %—A.
One in 1898, one in 1899, one in 1902. I think the one that dealt specifically with
it was the one in 1898.

Q. I have here the printed copy of the report of 1898; do you recognize it ?—A.
Yes, it has been referred to here in this examination before. I think there is a copy
of it here. Yesterday I testified to the one of 1898.

Q. This report bears date the 16th May, 1898, by this same gentleman whose name
we have heard, Mr. Isaac Vanderpoel as chief examiner for the department, making
his return to the Hon. Louis F. Payne, Superintendent of Insurance. I find him say-
ing on page 11 of this report :—

¢In verifying the annual statement to December 31 last, the sixty-two death claims
compromised or scaled down during 1897 were investigated, and T beg to report that
in my opinion the refusal on the part of the association to pay these claims in full was
amply warranted by reaosns of the fact that wkere the policy was not clearly lapsed at
the time the death occurred there were misrepresentations in the application in re-
spect to health sufficiently misleading to affect the basis of the contract.

Q. Are you in a position to say anything as to the accuracy or verifying or,the
reverse of the accuracy of that statement %—A. That is the statement of the chief
examiner, made after examining the papers and all the papers connected with those
claims were placed in his hands for examination and verification of the facts.

Q. He says there were sixty-two claims during 1897 compromised or scaled down;
what does that expression ‘scaled down’ mean *—A. Reduced.

Q. Why the word scaled ¢ What is the signification of that word ? Are they
reduced by any proportion *—A. No, just simply reduced.

Q. I thought perhaps it meant something similar to the provision in our Ontario

insurance law, that if a man’s age was incorrectly stated he would be entitled to the
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amount the premiums he had paid actually would have purchased had his age been
correctly stated —A. There is no such provision as that.

Q. So it means that the claims were compromised or reduced before payment ?
—A. Yes.

Q. Are you in a pos1t10n to say whether the statement that there were sixty-two
claims contested in 1897 is accurate ——A. No, I am not.

Q. But that would, you say, include the whole of the business of the company
all over the world —A. His examination covers every portion of our business, whether
in Canadad, Europe or anywhere else.

Q. I find the last paragraph of Mr. Paynes observations on that report prlnted
in the same pamphlet dated May 81, 1898, in these words:—

¢ The result of the examination shows that the association is solvent, and pays in
full every death claim that is a proper charge upon the mortuary funds contributed
by the members, and that in every case of settlement or compromise, the character of
the claims has been such as to make it a duty of the management to protect the mem-
bers against an unjust demand.’

By the Hon. Mr. Wilson:

Q. I want to know the means by which Mr. Vanderpoel would be able to state -
that it was owing to misrepresentation as to the condition of the health of the in-
sured that these claims were scaled down or not paid in full?—A. The evidence
accompanying the papers in each case was laid before him for his investigation—the
entire papers and everything connected with the case were put before him to deter-
mine the facts.

Q. But those papers were, and those who had been assessed had been reported
to the company and reported by the physician of ‘that company before Mr. Vander-
poel examined the books, had they not%—A. Oh, certainly, they were men that had
been examined by the examiners of the company.

Q. And then Mr. Vanderpoel ignored the examinations of the various medical
examiners in different parts of the United States, Canada and foreign countries,
according to your evidence?-A. In the papers that were placed before Mr, Vander-
poel were included the applications, the medical examination and all testimony in
regard to the cases that had been gathered and related to the case—examination as
well as other papers.

By the Chawrman:

Q. But Mr. Vanderpoel had no opportunity to examine personally 1nto the merits
of the cases%—A. The people were dead.

Q. He accepted the papers placed before him by the company?—A. He accepted
the testimony that was placed before him.

Q. By the company %—A. On which the company had acted.

Q. He simply endorsed the findings of the company?—A. He examined the
papers himself. All the papers were placed before him, and he examined them, and
reached his own conclusion in regard to the matter.

Q. Is that done to-day?—A. When an examination is made—always, in every
case.

Q. So that practically his examination amounts to nothing ; it is an endorsation
of the papers laid before him by the company %—A. On the contrary, I think it
amounts to a great deal.

Q. In what respect %—A. It is a pronouncement of the official authority that is
charged with the supervision of the company as to the regularity of its conduct, the
regularity of its action in regard to contested cases.

Q. Mr. Vanderpoel does not decide on the merits of any case put before him ¢—
A. On the contrary, he has decided and certified that they were correct.
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Q. According to the documents laid before him by the company %—A. What else
could he decide upon ?

By the Hon. Mr. Gibson : .

Q. As a matter of fact, every insurance company does the same thing %—A. Yes.

By the Hon. Mr. Wilson :

Q. What means had he at his disposal outside of the reports of the company and
their books of ascertaining %—A. He had the testimony of the physicians and he had
all the papers, including the proofs submitted by the claimants themselves, and every-
thing that a person could possibly have to pass upon such a question.

Q. The certificates of physicians had been handed in upon which the policies had
been issued, had they not %—A. Yes.

Q. And the company accepted them ?—A. Yes.

Q. And then Mr. Vandrepoel reports that they ought not to have accepted them?
—A. Mr. Vanderpoel takes the testimony that was submitted to determine the
validity of the claim, examines it himself as an expert who has had twenty-five years’
experience in doing that very work for the insurance companies of New York. He
has been examiner for twenty-five years and passes on the question of validity.

Q. And you accept Mr. Vanderpoel’s statement in preference to the statement of
your own officers throughout the country?—A. Not by any manner of means.

-Q. The report on which an individual was insured would be before him?%—A. He
would have all the documents before him.

Q. Is he the examiner of your company?—A. The doctor that examined him, do
you mean?

Q. Mr. Vanderpoel?—A. He is the authority charged by the law of New York
with the supervision of our business and the determination of whether we are con-
ducting it properly or not.

Q. He is not the medical examiner?—A. He is not the medical examiner, but in
those examinations he has medical officers with him, as well as actuarial officers as
to the certificates from every branch relating to the business.

By the Chairman:

Q. As far as I can see, what the honourable Senator wants is this: There is a
disputed claim. You may take all the documents in your possession before the chief
examiner to find out whether you had a right to scale that policy down or to refuse -
payment ?—A. Yes.

Q. Has the claimant all the proof before the chief examiner at the same time?—
A. Every bit of it. Ie is an arbiter between the company and the claimant.

TrE CHAIRMAN.—And we are bound to abide by his decision.

By the Hon. Mr. Wood :

Q. This report was made in 1898 ?%—A. Yes.

Q. Of the state of the company in 1897 #—A. Yes.

Q. How does the chief examiner in New York arrive at the amount that is re-
quired to enable you to meet the policies that are outstanding —A. That is done by
the assistant actuary or the actuary of the department, under the direction of the
examiner. Of course, the examiner has the general charge, but the policies of the
company are listed by the clerks of the Insurance Department, listed one by one from
our books, entered as to amount, age of issue, date of issue, character of policy, and
then our cheques by our books; and then the Actuary’s Department takes those Iists
as prepared, and makes the valuation at the Insurance Department at Albany, New
York, :
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Q. The old-line business that you would have running would be determined in
the same way as it is here, I suppose ?—A. In the same way as it is here.

Q. You would have a certain amount of reserve, which, if I understand it right,
represents the reinsurance value of the policy at the time?—A. Yes.

Q. That is so far as that class of insurance is concerned ?—A. Yes.

Q. How would you arrive at the amount the company should have to represent
the amount of assessment insurance?—A. Under the law of New York, the assess-
ment business, where the right for additional assessments is retained, and there is no
guarantee of any cash values, is to be valued as yearly renewable insurance; that
is, the reserve charged against it is one-half of the net premium at attained age at
the time of making a valuation. If the table of rates calls for a premium for a year
for $25 on $1,000, the reserve charged against that policy at any time is $12.50.

Q. You have to have a reserve equal to one-half year’s premium ?—A. Yes.

Q. Was that principle fixed by statute, or was it a matter of contract?—A. It is
fixed by statute. I think it is section 52 of the insurance law of the State of New
York.

Q. So that this chief examiner’s report is based upon the condition of your busi-
ness, valued according to the statute law of the State of New York?—A. It is.

By the Hon. Mr. Wilson:

Q. There was one question I wanted to make a little clearer: Who furnishes
Vanderpoel with the papers on which he forms his opinion as to the condition in
which the insured was at the time of the insurance?—A. Those are the papers he
filed in the office of the company.

Q. Then, it is the members or the officers of the Mutual Reserve who furnish the
papers on which he forms his opinion, is it?%—A. It is just exactly as all the others.

Q. Are they the ones who furnish the papers? It is easy for you to say they
are or they are not?—A. Ile takes possession of the—— :

Q. Are they or are they not, if you please? Nothing unreasonable about that
question %—A. Nor is there anything unreasonable, it seems to me, in my being per-
mitted to answer a question like that in the way that I would answer it naturally.

Q. You know whether they are the ones furnishing the papers or not?—A. Mr.
Vanderpoel takes possession of the office of the company, and the papers are in his
possession. If he means, do the officers go and hand over the papers personally? T
say no. If you mean, does he go there and take possession of the papers there? T
say yes.

Q. Then, you admit that the papers are the papers furnished by the office %—A.
They are the records and files of the office of the company.

By the Hon. Mr. Gibson:

Q. You have a regular form of application for your insurance?—A. Yes.

Q. And you have medical agents all over the country?—A. We have.

Q. And they examine your applicants %—A. Yes.

Q. Have you another medical officer at headquarters?—A. We have a staff of
medical officers.

Q. Do they sometimes refuse applications that have been sent in by the officers
outside %—A. They refuse about one in eight.

Q. So that the applications are filed along with the papers?—A. Yes.

Q. And they remain until the date of the insurance?—A. Yes. It is section 52
of the insurance laws of New York to which I referred a few moments ago. 1 was
not quite sure of the number of the section at the time.

By Mr. Aylesworth, Counsel for the Mutual Reserve:

Q. I want to ask you, with whom, in the conduct of your association’s busines,
rests the decision in any individual case of whether the claim shall be paid without
ELDRIDGE



202 SELECT COMMITTEE ON THE POSITION OF

4 EDWARD VII., A. 1904

contestation, or whether its payment shall be resisted?—A. A claim presented is
passed upon by the claims department. The papers are sent to the legal department
for attestation as to their sufficiency. They are then brought before a committee of
the board and executive committee as the claims committee, and from that committes
reported to the executive committee, who passes finally upon the approval for payment
or for contestation. v

Q. The ultimate decision rests then, in last resort, with the executive committee
of the association 2—A. Yes.

Q. And that is a body consisting of how many men?—A. Three men.

Q. Are you a member of it at the present %—A. I am.

Q. For how long have you been continuously a member of the executive %—A. I
think I was elected first in 1898.

Q. And have been continuously ever since %—A. Yes.

Q. Will you tell me, in that time, has any case arisen in which you have resisted
a claim in which you did not honestly believe you had good grounds for resisting %—
A. No.

Q. Have you a legal adviser—A. We have.

Q. Do you consult him upon the question of whether or no a claim that is made
should be resisted —A. We do.

Q. Invariably, or only after deciding. What is the rule %—A. Oh, in the great
majority of course there is no occasion to consult the counsel, but, in all cases in which
any doubt arises at all, or any question, the counsel is consulted prior to presentation
to the executive committee, and in almost all of the cases where a contest arises, or
liability of eontest, I personally consult the counsel before passing on the question.

Q. Have you been guided by legal advice in your course as to paying or resisting
claims that have been made upon you about which there seems a question —A. We
have never resisted a case because our legal adviser advised us to do so ; we have paid
many cases where the legal advice was that we had good grounds for defence.

Q. I suppose you have not calculated, but perhaps you can tell me without caleul-
ation, something of the results of litigation. Have you been invariably successful or
invariably unsuccessful or how %—A. Oh, we have had the same results that most
everybody has in courts. Sometimes we succeed and sometimes we do not. I think,
as a rule—I know, as a rule, that we succeed in a larger proportion of cases than the
majority of companies. It happens that that was brought to my attention.

Q. Has there been any instance in which a judgment once recovered and become
final by the time for appealing lapsing, or by the appeal being disposed of, your com-
pany have not paid %—A. There is not.

Q. Has there been any obligation on your company during your connection with it
that has not been paid at its maturity or upon its being established as the result of
litigation when it is contested —A. There has not.

By the Hon. Mr. Wilsoni:

Q. You have settled all the judgments against you %—A. No, we have some judg-
ments outstanding against us which are pending in appeal and awaiting the decision
of the final courts, but any that have been decided by final courts or not on appeal, have
been settled.

Q. You make it a rule to appeal as many as you can conveniently %—A. We make
it a rule to defend the rights of the policy-holders, who are the proprietors of the asso-
ciation.

Q. You make it a rule to appeal as many as you can—A. No, sir.

Q. Irrespective of the rights of the policy-holders?—A. No, sir,

By the Hon. Mr. Wood:

Q. With regard to the question of solvency, that report which you spoke of a little
while ago, was made in 1896, and, as I understand your statement now, you say that
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the company is still solvent. Do you mean that it is still solvent on the same basis as
1898 %—A. The report was then upon the basis of an assessment company. The latest
examination by the New York Insurance Department was upon the basis of a legal
reserve company, and was then certified as solvent on that basis.

Q. When was that?%—A. April 17, 1902.

Q. Is that the statement that is in this printed document?—A. I think so. There
is a certified copy of it. It can be filed.

Q. Has a copy of it been filed?%—A. I do not know whether a copy of that has been
filed. It appears on pages 40 and 41 of the statement submitted to the Senate.

Q. That report covers the entire business in the United States and in Canada?
United States, Canada and Kurope.

Q. Does that certify to the solvency of the company on that date?—A. Yes.

By Mr. Aylesworth, Counsel for the Mutual Reserve:

Q. "!‘he excess of assets over liabilities is put down at $466,885.48%—A. Yes. He
charges in the liability the reinsurance of all policies as the liability, and the $466,000
is a surplus over and above the amount.

” Q. That shows the proportion of losses resisted to losses approved and paid %—
< Yes;

A.

By the Hon. Mr. Wood :

Q. This makes no difference between the assessment insurance and legal reserve ?
—A. Under our statute, the assessment and legal reserve insurance are all treated
as the business of one company.

Q. But the reinsurance value is based upon one principle—that is the old regu-
lar business—and the assessment business is based on another principle #—A. It is
based on exactly the same principle that renewal term insurance would be based on
in an old line company. It is valued exactly as a similar policy would be valued if
written by an old line company.

Q. I understand you the value of assessment insurance is one of premium which
would be required to meet that year’s losses “—A. Yes, and that would be the value
of a renewable term insurance. This amendment had to be made to the law to enable
the department to charge us with it.

Q. You are charged with one-half the premium ?—A. Yes.

Q. But the business that was done on the other basis, the net present value, was
first obtained on the basis of the reinsurance value of that business in any good
company —A. Yes, just the same as any other company in New York.

By Mr. Aylesworth, Counsel for the Mutual Reserve:

Q. In that connection, I should like to ask you one question. In this report of
1901, Mr. Vanderpoel reports a total of death losses $1,125,949, and the portion of
that death loss resisted $85,771.81. How does that proportion of $85,000 out of
$1,125,949 compare with your experience since you have been connected with the
company of the extent to which there has been resistance of death loss claims —A.
I never made a comparison.

Q. Could you say at all whether that is a large or small or fair average A1
should say it was about a fair average.

Q. Did your company in the states pay the cost of those investigations %—A.
Qur company paid them.

Q. What did it cost you %—A. I think the last investigation cost us $5,700.
My impression is it was about that.

Q. The two investigations cost you $11,000 %—A. The one prior to that cost a
little more. I think the two cost about $13,000, that is my impression.

Q. Of course, that was a tax on the funds of the company %—A. Yes.

Q. T want to get down to practical business before five minutes. I do not sup-

pose you know the names of all the policy-holders, but would you be aware of the fact
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-that there was a gentleman named H. J. Gibson, of Elmira, Canada, a policy-holder
in your company —A. I should not.

Q. I have in my hand a letter addressed by H. J. (3ibson, policy-holder ?—A.
That is undoubtedly the case that I refer to. You asked me if I remember the name,
and, with the reading of the letter, it is undoubtedly the case of Gibson against the
Mutual Reserve, decided by Mr. Justice Street, which T referred to the other day.
The policy was a policy not on the life of Mr. Gibson, but on the life of Mr. Wm. M.
Walker, which he had bought and was carrying, Mr. Walker having been in 1888,
when he was insured fifty-five years of age, and there is the judgment of Mr. Justico
Street in the case.

Mr. Aviesworrn.—If the letter is filed the judgment should be filed.

Hon. Mr. Warsox.—I move that. the letter of Mr. Gibson and the judgment of
Mr. Justice Street be filed.

WirNess.—Mr. Justice Street decided that there was not any contract for that
sum,

THE CHAIRMAN.—We are not here to try any particular case, but to find out how
the policy-holders are assessed and for what purpose.

Hon. Mr. Bitique.—We are going to deal with matters of this kind. We have
witnesses to examine, and I do not think we should receive letters which may be
written by suitors. It seems to me neither the letter nor the judgment should be
here at all. The company is proved to be solvent, and we have evidence that all the
judgments that have been rendered against the company, and it is the right of the
company to appeal from the judgments if they think they have a good case—have
been paid, and it is for the claimants to force their claims if they consider them good.

By the Hon. Mr. Gibson :
Q. Has the case not been settled in court 2—A.. Yes.

The CHARMAN.—This letter cannot very well go in as evidence.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. Mr. Stevenson testified about a gentleman with the company, Moton D. Moss,
or David Moss, and I have understood from you he was a general agent in charge of
the United States business. Would you tell me when he came to the company and
when he left, as nearly as you can %—A. T think he came to the company in the fall
of 1895, and during 1896 was manager of the metropolitan department, the latter part
of 1896, being assigned to some work with the general agency department. In the
early part of 1898, a contract was made with him as manager of the agency depart-
ment for the United States, and his connection with the company terminated in July,
1898,

Q. He was with you then during the years 1896 and 1897 and until July,
1898 %—A. Yes. '

Q. Tt was stated here by Mr. Stevenson that during the year 1897 Mr. Moss was
indebted, to put it in the mildest form, to your company some $15,000, and he was told
by the president to charge it up to him. Can you tell me what the fact is in that
regard ¢—A. During the early part of 1896, after he became manager for the agency
department, his accounts as manager of the metropolitan department—some confusion
was found in his accounts, which I think, in the judgment of the people that looked
into them, rather arose from the mistakes of the clerk who had charge of that part
of his business than otherwise, by which some of the premiums which in part, belonged
to him and in part belonged to the association, had been carried to his account, and
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the auditors and controller of the company were put to work straightening out the -
matter, and such portion of the premiums as belonged to the company were charged to
MY¥. Moss’s account, the premiums being credited to the policies to which they be-
longed. As far as I_was able to examine—I have been to the home office but once
since this testimony was given, to refresh my memory, the amount charged was some-
what between $4,000 and $5,000.

Q. Mr; Stevenson rather put it, if I understood his evidence in chief correctly,
as embezzlement on the part of Moss. In cross examination I thought he rather
receded from that position, at all events objected to that word. It was treated at all
events as a debt, you tell me %—A. It was treated as a debt. He had an open account
with the company, a ledger account, and the charges were made against him as against
commissions that were coming due to him under his contract, and in every case where
the matter came up he rendered every assistance to the company in straightening it
out, and I never heard it referred to in any way in the home office as being a defalca-
tion or embezzlement or anything of the kind, but rather a confusion growing out of
the inexperience or mistakes of a clerk. s

Q. He was entitled to the overriding commission of 20 per cent —A. No he was
not, on that business. But that was business of the metropolitan department, arising
in 1896, when he had a written contract as manager.

Q. You had a written contract with him #—A. Yes.

By Mr. Coster, Counsel for the Committee :

Q. Would you produce these contracts —A. I cannot produce the contracts of
1896. I can produce the contracts of 1897 under which he became general mana-
ger. The contract of 1896 I think I have. The contract of 1898 is printed in the
volume here that we have.

Q. There were three contracts, were there not —A. There were two general man-
ager’s contracts, and the one of 1896. I have not the contract of 1896, but I am
willing to telegraph for it and get it.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

_ Q. And 1898 is to be found as Exhibit 3 on page 54 of the printed book I have
already referred to, being the answer of the association to the insurance department
of the State of New York, July, 1899 %—A. Yes

Q. Under those contracts, you say that he was entitled to a certain portion of
those premiums which had been received by the company, had not been credited at
that time to the various policy-holders, but had been placed to the credit of his account?
—A. Yes.

Q. On this irregularity being discovered, the policy-holders were credited with
this amount which had been paid ?—A. Yes.

Q. And then you proceeded to apportion the amount that had been received, giving
to Moss his correct share of the amount?—A. Yes.

Q. That made him a debtor to the company in respect of those premiums, of
about $4,000 or $5,0007%—A. About $4,000 or $5,000.

Q. What condition had it come to be in by the following January when this third
contract was made with him?%—A. He still owed a balance on that account.

Q. Was that balance ever turned into a balance in his favour —A. There was a
mutual discharge of obligations under various contracts when he terminated his con-
nection with the company in July, 1898, and the balances under the various contracts
appeared as charges or credits to him, and the company reverted to the annual com-
missions that were payable to him under the general contract.

Q. Are you able to say whether, as the result of his services and payments for such
services he was entitled to according to his contract, he wiped out this balance that
Mr. Stevenson referred to?—A. At the time of the termination of the mutual dis-

charge there remained a balance due by him to the company, but there was also a
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renewal commission due to him under his contract, which was to accrue in the future,
of which the company, by this discharge, became absolved and, ultimately, the com-
missions which accrued under that contract, and would have been payable to him, but
for his discharge, fully discharged all his obligations and left a balance to the credit
of the company of something between $40,000 and $50,000.

By the Hon. Mr. Gibson:

Q. In other words he worked out this debt to the company?—A. By his renewal
commissions.

By the Hon, Mr. Béique :

Q. Do you say it left a credit —A. A balance in favour of the company between
forty and fifty thousand dollars.

Q. That he owed the company %—A. That all of his indebtedness to the company,
at the time of this discharge of obligations, was wiped out by the commissions that
afterwards accrued, and the balance left in favour of the company, over and above
obliterating the obligation, of forty or fifty thousand dollars.

By the Chatrman :

Q. Was he entitled to it —A. He would have been entitled to it if the mutual
discharge had not taken place, but the mutual discharge taking place, it reverted to
the company.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. You said a balance in favour of the company—do you mean he owed the com-
pany fifty thousand dollars #—A. No, I mean the indebtedness which stood against
him at the time the contracts were discharged and a mutual exchange made, was met
by commissions afterwards accruing under the contract, which would have gone to
him if this discharge had not taken place, so that the company was reimbursed to that
amount, and there also accrued on the contract commissions to the amount of between
forty and fifty thousand dollars, of which the company got the benefit.

By the Hon. Mr. Béique :

Q. How did he come to give up his interest and right %—A. Because he would
rather wipe it out and end up the matter at that time than wait for the accruing com-
missions. Of course the commissions accrued several years afterwards that followed
the mutual discharge.

Q. The commission continued as long as that business remained alive?—A. Con-
tinued for five years.

Q. And would be payable on each renewal %—A. Yes.

Q. He left the company’s service in 1898, and has he been with the company since
at all%—A. He has not.

By the Chairman:

Q. Will he have a right to recover against the company now if he wants to take
action %—A. No. Each party absolve all claim against each other on mutual considera-
tion.

By Mr. Coster, Counsel for the Committee:
Q. Did you bring a copy of Stevenson’s account?—A. If it will be made up it will
come.
By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve:

Q. Then Stevenson testified that a voucher had been prepared in January, 1898—

I do not think he stated by whom it was signed—but something that was within his
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knowledge, a voucher crediting Moss with $93,810.78. Do you remember the transac-
tion ¢ Can you explain it to us —A. Under Mr. Moss’s contract of 1897, he was en-
titled to an over-riding commission on the United States business of 20 per cent, and
there was charged to him the moneys, and at the end of the year the over-riding com-
mission was calculated upon the basis of it, and a book-keeper’s voucher was drawn
crediting his account with an over-riding commission which he was entitled to under
his contract of 1898, and that amounted to some $93,000.

Q. Was it ever anything other than what you described as a book-keeper’s vou-
cher%—A. No. Up to that time there had stood against him on the books the amounts
that had been paid to him as a charge, and with the closing of the books at the end of
the year the proper eredit had to be given, and that credit was given to him.

Q. Was there any payment of any such specific sum as $93,000 made to him in
respect of that voucher?—A. No. It was simply in effect a certification that the
amount of his over-riding commission during the year amounted to $93,000, and that
he was entitled to credit on the books for that sum as against moneys which stood
charged to him, and which had been drawn during the year.

By the Chairman:

Q. What moneys would he draw during the year that would be charged to him ?—
A. Under his contract there was $3,500 placed to his credit each week, advanced to him,
by agents, and that stood against him until he had produced vouchers showing ad-
vances to agents, when he was credited with the amounts of the vouchers, and the
agents were charged from time to time, during the year, who drew moneys on account
of his commissions that he was earning, and that would be charged to him. It was on
account of the commissions that were accrued.

Q. The $3,500 a week taken out of the funds to pay agents—did the agents ve-
tmburse him. He had the privilege of taking $3,500 a week for moneys to be paid to
the agents in advance of their commission. Did the agents reimburse him in these
amounts —A. The advances were churged to the agents and the agents relmburbed
the company through their commissions.

Q. Practically it was taking out $3,500 this week to be returned the following
week —A. Not the following week—in the course of time.

By the Hon. Mr. Gibson:

Q. This $3,500 was paid for commissions on account of the work done?—A. Yes.

By the Chairman:

Q. Outside of his 20 per cent?—A. Yes. It represented the 65 per cent that went
to agents. The agents got 20 per cent. He had an over-riding commission of 20 per
cent, and the $3,500 a week was advanced to agents on account of commissions to be
earned, and the company received the benefit of that.

Q. These advances were to be reimbursed by these agents out of the 65 per cent ?—
A. Yes.

Q. If the company gave him $3,500 to advance to agents, and the agent two or
three weeks afterwards, reimbursed that amount, that amount is back into the com-
pany —A. Yes.

By the Hon. Mr. Wood :

Q. Did that apply to Canadian companies —A. To business in the United
States.
Q. To convert in business —A. To new business. It did not apply to any of the
transfer business where the old policies were under five years of age.
Q. To the fifteen-year policy ?—A. Yes.
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By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. I want to take you briefly over the matter to discuss so much of Harper’s
position with the company. When did Harper come to the company, do you under-
stand %—A. In September. 1881.

Q. When was that company organized ?—A. February, 1881.

Q. Had it done any business to amount to anything, before Harper joined them ?
—A. Not to any large amount. In 1881 my impression is it issued about 1,500 or
1,600 policies altogether.

Q. Before Harper came *—A. No, the whole year.

Q. From the time he came, in September, 1881, up to the date of his death, was
he continuously at the head of affairs in the company *—A. He was.

Q. There was a contract entered into between him and the company before he
joined it —A. Yes.

Q. Which you said was with the Harper’s heirs, or somebody said %—A. The
original contract was with Mr. Harper, made by the officers of the company.

By Mr. Coster, Counsel for the Commattee :

Q. Is there any way of getting a copy of that document ? I believe there was
litigation over it and a suit brought *—A. It was adjudicated.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. Under that arrangement, did he get any percentage of the premiums ?—A.
No, no percentage of the premiums.

Q. He got, you told us I think, so much on each thousand of insurance —A. So
much on each thousand of insurance.

Q. A fixed sum on each thousand of insurance which was to be paid how often ?
—A. He got twenty cents on each thousand of insurance in each year.
. To last how long %—A. To last as long as the business continued in force.
. To last as long as that business might continue %—A. Yes.
. Without reference to his life —A. Yes.
. That was a contract made in 1881 —A. Yes.
. Before you had anything to do with the company %—A. Yes.

By the Hon. Mr. Watson :

Q. As to the particular business secured at that particular time %-—A. It was the
business written during the time he was a president of the company.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. For all that fourteen or sixteen years of business, he was at the time of his
death entitled to be paid 20 cents per thousand each year, as long as that business con-
tinued %—A. Yes.

Q. Is there anybody now connected with the company who was connected with it
at the time that contract was made %—A. I think Mr. Butts, the present paymaster of
the company was the secretary of the company at the time the contract was made.

Q. Is there anybody else —A. Not to my knowledge.

Q. When you came to the company you found that contract in existence, you
say —A. Yes.

Q. Tell me, from your knowledge of the company’s affairs, how much was the
fost, the largest figure that that contract ever produced to Mr. Harper in any one
year ?—A. Well, at the time of his death, the amount that would be payable under
the contract would be in the neighbourhood of $60,000. -

Q. Per annum ?—A. Per annum.

Q. That would be what the contract would gall for, from your knowledge of the
company’s business, what was the largest amount ever paid to Harper in respect to
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that contract in any way %—A. I cannot tell you the exact amount, but somewhere be-
tween forty and fifty thousand dollars, I understand.

Q. Would forty-five thousand dollars cover it —A. Yes.

Q. It never exceeded $45,000 —A. Not as far as as I am informed.

Q. What became of the remainder of it %—A. He, at the end of each year, released
any remainder to the company in consideration of their fulfilling the contract in
future years.

Q. That he did year by year while he lived —A. Yes.

Q. What about his salary at that time, when he was getting this commission ?—
A. There was provided by the contract, in addition to the twenty per cent, a salary
of $200 a month to be paid from the dues as any surpluses arose over and above the
expenses of the company; but at least within any time that I was acquainted with the
facts, he never drew for salary and commission an amount equal to the amount that
would be produced by the commissions under the contract, but in earlier years I pre-
sume he did, but it was comparatively small.

By the Hon Mr. Wilson :

Q. Have you any idea how much he had received by commissions and $200 a
month —A. No, I never have made any calculation of it. He died within a little
over a year after I came to the company.

Q. Would his commissions be equal to his salary, $200 a month %—A. Yes, his
commissions at the least were equal to about $60,000 a year, and my impression is he
was drawing between forty and forty-five thousand dollars a year at the time of his
death.

Q. That would be salary and all, and releasing the company as you say —A.
Yes.

Hon. Mr. BfiQue.—Did Mr. Stevenson say that he had $25,000 a year besides ?
Mr. AviesworTH, K.C.—Yes, that is what I want to correct.

By the Hon. Mr. Wood :

Q. Did he never get that amount %—A. The last years, as far as those years came
under my observation, he did not draw an amount equal to the commissions on the
contract—what I mean by drawing, including any salaries paid him.

Q. Was this $25,000 salary named in the contract %—A. No, the $25,000 salary
was simply a payment as they went along on account of the commissions. They
were accruing under the contract, and then the general supplement afterwards.

By Mr. Coster, Counsel for the Committee :

Q. It went on the books as salary #—A. Yes, it went on the books as salary, but
it was part of the commission, and then a settlement at the end of the year.

By the Hon. Mr. Wilson :

Q. It was part of the commissions —A. Yes.

Q. You gave him $25,000 and then you guaranteed the extra %—A., No, he was
on the pay-roll for $25,000 that he drew weekly with other officers, and then towards
the end of the year calculations were made on account of the commission contracts,
and he drew some additional amount that brought it up to about $40,000 a year, and
discharged the company of the balance.

By the Hon. M#. Watson :

Q. He would be charged with $25,000 and credited with the commissions 7—A.
Yes.
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By the Hon. Mr. Wood :

Q. What do you mean by having that $200 a month %—A. The original contract
called for 20 cents on a thousand of insurance.

By the Hon. Mr. Béique :

Q. You 'used the expression ‘20 per cent’ —A. I meant 20 cents on the thou-
sand dollars, and two hundred a month salary to be paid out of the dues.

By the Chairman :

Q. Why was the salary not paid, and 20 cents on each thousand ?—A. T presume
in the early part of the history it was done, but towards the latter part, when the
commissions got large, he simply drew altogether somewhere between $40,000 and
$45,000.

Q. Then, to your knowledge, whatever experience he had of the company, while
you were there and he there, the original contract of $200 a month was set aside, and
he drew his commissions —A. He drew his commissions.

Mr. AvieswortH, K.C.—Not set aside, but he got his commission.

By the Chaigman :
Q. But in your time, he was on the pay-roll, with a salary %—A. Yes.

By the Hon. Mr. Gibson :

Q. When the company was first started, was not this $200 a month a sort of
guarantee or pledge that he would at least have that %—A. I presume that was the
need of it being placed in the book, because when he went in there the entire assets
of the company was about $6,000, and the entire business force would not produce
more than $3,000 on the commissions, if it would have produced that—in fact, the
company was just starting.

Q. But he never drew any commissions afterwards except the 20 cents a thou-
sand —A. No.

Q. And the twenty-five thousand was paid on account of his commissions, and
the balance due him was paid at the end of the year %—A. Yes.

Q. But he did not get $45,000 commissions and $25,000 besides —A. No.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve:

Q. Would your knowledge of the affairs of the company at that time enable you
to say what use he made of this large amount, whether or no he made any disburse-
ments out of it for the company’s benefit #—A. Oh, every one that knew Harper knew
that he spent money with the freedom of water almost, and that if he wanted to make
an expenditure for the interest of the company, for two or three thousand, he made
it out of his pocket if he had it. He was a man that never counted money as belong-
ing to him, for his own special purposes—his heart was bound up in the Mutual
Reserve. He gave his life to it.

Q. He spent large sums in the interest of the company %—A. Yes.

Q. That was a contract that you found yourself saddled with when you joined
the company ?—A. Yes.

Q. And Harper left a few months after you went into the company %—A. He
left a little over a year. He was sick the last six months.

Q. Then before referring to the disposition he made of that very disadvantageous
contract, as it had turned out, let me know out of what fund those large payments
to him came ? Did they come out of the mortuary fund at all 2—A. No, they were
made out of the annual dues of the company.
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Q. Did they touch the mortuary fund %—A. No.

Q. Was the mortuary fund in any way affected by it —A. No.

Q. His will has been put in evidence here. Before referring to the disposition
of property that he made in it, I want to direct your attention for one minute to the
statement that Mr. Coster asked you in regard to it, appearing on page 12 of tha
memorandum which you have signed, that was laid before the members of the Senate.
In that paragraph you say, ‘It is absolutely untrue, as charged, that the late presi-
dent willed any proxies held by him to the present president, or that any proxies
given to the former president had ever been voted to the present president of the com-
pany.” Will you let me know what is the reference in the words ¢as charged’ ?—A.
They are specially stated on page 164 of the ‘Hansard’ of Parliament, April 25,
1904, where it says, ¢ When Mr. Harper died, he left the proxies to Mr. Burnham,
and he uses those proxies, and nobody can get possession of that institution.’

Q. That is the charge you were combating?—A. Yes.

Q. That the proxies were used so that nobody could get possession of the institu-
tion %—A. Yes.

Q. Is it the fact, that any proxies which were in Harper’s name or possession at
the time of his death were ever used after his death, under any disposition of them
attempted to be made by his will%—A. No, they were never used.

Q. You used the expression in this paragraph I have just read to you: ‘It is abso-
lutely untrue that the late president willed any proxies held by him to the present
president.” Have you anything to say as to the meaning you intended to convey by
the word ¢ will” %—A. Simply that I was covering that charge, and used it in the way
of transfer by will. I regret the ambiguity, and must leave the expression with the
Committee. :

Q. There was a dealing with them by the will, or an attempt to deal with them,
and you say they were not in fact transferred. Had you any intention in making a
statement to mislead anybody?—A. No. I simply intended to deny the fact, that
through the proxies left by his will, Mr. Burnham was made president of the company,
and retained control. That was the purpose I had in my mind.

Q. On Mr. Harper’s death, his will disposed of his bencficial interests in this comn-
tract, giving one-third of the proceeds of the contract to his widow, one-third to other
members of his family, and one-third to the company, upon condition that Burnham
became his successor %—A. Yes.

Q. What about the one-third to his widow %—A. It has been paid as it accrued from
that time up to the present time. .

Q. What does it amount to now?—A. It amounts to about $300 a month now.

Q. She is still getting in the neighbourhood of $3,500 or $3,600 a year out of it?%—
A. Yes. 3

Q. Is it increasing, or remaining stationary, or what?—A. It is decreasing as the
business decreases.

Q. And will ultimately expire with the business?—A. Yes.

Q. Then the third that went to members of the family; what did you do about it?
—A. There was ultimately a settlement with them, and their interest was bought by
the company, and cancelled.

Q. You bought them all?%—A. Yes.

By the Chairman:

Q. How much was paid to commute ?—A. My impression is, about $30,000. I
think I can give you the figures to-morrow.

Q. Are you able to say in the light of subsequent experience whether it was an
advantageous settlement to the association %—A. Tt was an advantageous settlement.
Q. Then the other one-third was bequeathed by him to the company you say ?—A.
Yes. : "

Q. On this condition, which was complied with by Mr. Burnham being elected his
successor —A. Yes. :
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Q. What was done with it, when the company became entitled to it under his will%
—A. It simply remained there.

Q. It was a debt owing by the firm to itself %—A. Yes.

Q. And was it dealt with at all by the board %—A. The board established a contin-
gent fund.

Q. In respect of it?%—A. A fund to be drawn from the funds which were placed at
their disposal.

Q. Have you a copy of the resolution showing the action of the board with regard
to it%—A. This is a copy of it.

Q. The resolution of the board, February 19, 1896, Exhibit 18, reads as follows:—

(Exhibit 18.)
; February 19, 1896.

The regular adjourned meeting of the board of directors of the Mutual Reserve
Fund Life Association was held pursuant to notice and adjournment on Wednesday,
February 19, 1896.

Present.—Directors: Frederick A. Burnham, president; Octavius D. Baldwin,
James W. Bowden, Horace H. Brockway, George Burnham, jr., George D. Eldridge,
George W. Harper, William H. Hume, James D. Wells, George H. Wooster, John W.
Vrooman. .

President Burnham in the chair; Charles W. Camp, secretary.

President Burnham retired from the room, and Vice-president Baldwin assumed
the chair.

On motion of Director William H. Hume, seconded by Directors Wooster ana
Bowden, the following preambles and resolution were unanimously adopted :—

Whereas,—In and by the last will and testament, the late Edward B. Harper gave
and bequeathed to this association one-third of the income (payable from the dues ac-
count as’it shall accrue) belonging to him and his legal representatives or assigns
under the contract made with him by the association prior to his accepting the presi-
dency, through which contract his great services were secured to this'institution; and

Whereas,—I1n the administration of the affairs of an institution of the magnitude
of the Mutual Reserve Fund Life Association, and in the care and advancement of its
interests, there necessarily are imposed upon the president many items of expenditure
which would be unjust to require him to meet personally, the proper provisions for
which call for the establishment of a fund from which the same may be met; and

Whereas,—It is within the knowledge of members of the board that such items
of expenditure which have fallen upon the present president of the association since
his election to his office, have exceeded the moneys actually drawn by him as a salary,
thus inequitably depriving him of compensation for his devotion of time and service
to the institution, and

Whereas,—By the generous act of our late president there is placed at the disposal
of this board an item of annual revenue which otherwise would have been paid out
as it accrues under the terms of said contract, which gift was designed by the donor
to be used in advancing the interests of the association, which he ever held so dear ;
therefore
' Be it resolved, That the moneys derived from said gift, both those already accrued
and those which shall hereafter accrue, be, and the same are hereby constituted, and
directed to be paid into, a separate and special fund or account, to be held and used
as a contingent fund, and that said fund be, and is hereby placed under the control
and at the disposal of the president of the associtaion, to be paid over to him from
time to time as he may require upon his order and receipt therefor, for the purpose of
meeting those items of expenditure, both already made and those which in his dis-
cretion it shall seem advisable and proper to make hereafter, which do not fall under

the ordinary routine or departments of the business of the association, but which are,
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nevertheless, desirable and necessary to be made in the advancement of the interests

and good of the institution, its business and its membership.

(Seal.) I hereby certify that the above is a true and correct transcript of preambles
and resolution unanimously adopted by the Board of Directors of the
Mutual Reserve Fund Life Association, at the regular adjourned meet-
ing held on Wednesday, February 19, 1896.

CHARLES W. CAMP,
Secretary.
By the Hon. Mr. McSweeney :

Q. What was the largest amount given to him ?%—A. I should say probably
$15,000 a year.

Q. Not as much as twenty —A. I do not think it.

Q. That would be a third of sixty —A. There was always business that was not
paid for, and it was only as the business was actually paid for that the commissions
were given. .

By Mr. Coster, Counsel for the Committee :

Q. He did not get the commissions on the delinquent business—A. No, only when
the dues were actually paid.

By the Hon. Mr. Gibson :

Q. Did the company consider the payment to Mr. Burnham of sixty thousand
dollars an excessive sum ?—A. No, I do not think sixty thousand dollars, on the scale
of salaries paid in New York, is an excessive salary to be paid a president.

Q. What is the salary of the president of the New York Life %—A. I do not
know. There are rumours about it, but I understand it is about $100,000. His is
the least of the three big ones.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. Are you able to say whether Mr. Burnham, since he became president, has
drawn any portion of that contingent fund for his own personal benefit ¢—A. I know
that he has expended whatever he has drawn from that contingent fund for the purposes
of the association.

Q. That is something within your own knowledge, as a matter of acquaintance
with the business of the institution %—A. Yes.

Q. That he has expended all that he has taken from that fund %—A. Yes.

Q. And not taken out for his own benefit ~—A. No.

Q. You remember the occasion of that resolution I have just read being con-
sidered by the board —A. Yes.

Q. The minutes record the presence of Mr. Wells among the others. Do you
remember what attitude he took in the board on the subject at the time %—A. I know
there was no adverse vote to the resolution.

Q. Was there any discussion of it %—A. I have a general impression that there
was a discussion of the matter, but as for recalling the particulars of it, I could not,
at this distance.

Q. Under that resolution has Mr. Burnham ever taken anything except his
salary, which is not, of course, touched by it, from the funds of the institution ¢—
A. For his own personal use, no. .

Q. That resolution was passed in February, 1896, the bequest having come te
the association in the previous July %—A. A year from the previous July.

Q. 18957%—A. Yes.

Q. And this was in February, 1896%—A. Yes.

Q. Jow long dic that fund continue, as provided by that resolution ? What is
the next occurrence in regard to it?—A. T'he next occurrence was the presentation
of a report by the president, on August 3, 1898, to the board.
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(). That is dated August 3, 1898, the regular board meeting, and reads as
follows —

(ixhitit No. 19.)
August 3, 1898.

The regular adjourned meeting of the board of directors of the Mutual Reserv~
Fund Life Association was held, pursuant to notice and adjournment, on Wednes-
day, August 3, 1898.

Fresent.—Directors : Frederick A. Burnham, president ; Octavius D. Baldwin,
Hillary Bell, George Burnham, jr., George D. Eldridge, George W. Harper, William
H. Ylume, James D. Wells. President Frederick A. Burnham in the chair; Charles
W. Camp, secretary.

The president presented a report and statement of and concerning the contin-
gent fund, which was created and placed at his disposal by resolution of the board
of directors, dated February 19, 1896, and the expenditures made thereunder, and
upon his request, and on motion of Vice-president and Director Eldridge, seconded
by Vice-president and Director Wells, the matter of said contingent fund and the
account of the expenditures therefrom, made by and under the direction of the pre-
sident pursuant to the authority of the resolution of this board dated February 19,
1896, was referred to the committee on finance and audit for examination and audit,
and with instructions to report thereupon to this board.

(Seal.) I hereby certify that the above is a true and correct transcript of the
minutes of the board of directors of the Mutual Reserve Fund Life
Association, at the regular adjourned meeting, held on Wednesday,
August 3, 1898.
CHARLES W. CAMP,
Secretary. !

How came that report to be made by the president —A. It was voluntary by the
president.

Q. He had been then eighteen months in control of this fund, and he voluntarily
presented this report of what he had done with it —A. Yes.

Q. And it was referred to this board of audit %—A. Yes.

Q. What was the board of audit? Was it a section of the directorate —A. Com-
mittee of finance and audit.

Q. Were the individuals who composed it members of the board of directorate ¢
—A. They were.

Q. How many of them were there %—A. There were three, but only two took part

in the audit.

Q. Two members of that board audited these accounts ?—A. Yes.

Q. And what was the result of their examination ? Did they report —A. Yes.

By the Hon. Mr. Wilson :
Q. The members of the board did audit all their own accounts ?—A. They did,
and audited all the president’s accounts in connection with the fund.
By Mr. Coster, Counsel for the Commaittee :
Q. Who were the others %—A. O. D. Baldwin and myself.

By Mr. Aylsworth, Counsel for the Mutual Reserve :

Q. Was there anybody else on the board of directors connected with the associa-

tion to audit %—A. We could have taken one of the clerks, I suppose.

Q. Exhibit 20 reads as follows :(—
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(Exhibit No. 20.)
August 10, 1898.
The regular adjourned meeting of the board of directors of the Mutual Reserve
Fund Life Association was held pursuant to notice and adjournment on Wednesday,
August 10, 1898. :
Present.—Directors: Frederick A. Burnham, president ; Octavius D. Baldwin,
Hillary Bell, George Burnham, jr., George D. Eldridge, George W. Harper, William
H. Hume, Elmer A. Miller, W. T. B. Milliken, James D. Wells.
President Frederick A. Burnham in the chair; Charles W. Camp, secretary.
President Burnham resigned the chair to Vice-president James D. Wells, and re-
tired from the hoard room.
Vice-president Wells in the chair.
Director O. D. Baldwin, of the Committee on Finance and Audit, read the fol-
lowing report and resolutions:—
August 10, 1898.
T'o the Board of Directors:

Gentlemen,—At the meeting of this board, held August 3, 1898, the president pre-
sented a report and statement of and concerning the contingent fund, which was cre-
ated and placed at his disposal by resolution of the board, dated February 19, 1896,
and of all expenditures made therefrom, and at his request the matter of said contin-
gent fund and account of the expenditures therefrom as reported by the president
was referred to the Committee on Finance and Audit for examination and audit, and
with instructions to report thereupon to this board.

The Committee on Finance and Audit have performed the duty devolved upon
them as above, and now beg to report as follows:—

The president has presented an account showing in detail the expenditure of the
sums of money drawn from said contingent fund, and such account has been examined
and audited by this committee. The committee find that said account is in all respects
correct, and that the amount withdrawn from said contingent fund has been applied
and expended in the interests of the association in the manner and for the purposes
provided by said resolution of February 19, 1896.

Your committee recommend that said expenditures from said contingent fund be
in all respects approved, confirmed and adopted by this board. Inasmuch as the fund
available'to the association under the last will and testament of Edward B. Harper,
deceased, and from and out of which said contingent fund was established, is dimin-
ishing through lapse of time and in view of the necessity for the existence of a contin-
gent fund to be available to the president for use for the purposes contemplated by
said resolution of February 19, 1896, your committee recommend that no further pay-
ments be made from the fund established by that resolution, but that in lieu thereof,
a fixed amount be regularly paid to the president, to be available for contingent pur-
poses, and to be paid, used and applied in his discretion, without!accountability there-
for.

Your committee recommend the adoption of the following resolutions:—

Resolved,—That all payments heretofore made to the president from the contin-
gent fund established by the resolution of this board, dated February 19, 1896, and
the expenditure and disposition thereof be and are hereby in all respects approved,
confirmed and adopted. )

Resolved,—That no further'payments be made from said contingent fund; and in
lieu thereof the Executive Committee be and is hereby instructed to place upon the
pay-roll of the association the sum of two hundred dollars weekly, to be drawn and
receipted for by the president, in addition to the salary from time to time fixed and
established And paid to him, which weekly sum of two hundred dollars shall consti-
tute a contingent fund to be used and expended by him without accounting therefor,
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and in his sole discretion, and to that end that the same as well as the amount here-
tofore drawn, be regarded as an addition to his compensation.

(Sgd.) O.D. BALDWIN,

(Sgd.) GEORGE D. ELDRIDGE,

Commatiee on Finance and Audit.

On motion, duly seconded, the report was received and the resolutions unani-
mously adopted. ke

(Seal.) 1 hereby certify that the above is a true and correct transcript of the minutes
: of the board of directors'of the Mutual Reserve ¥und Life Association
at the regular adjourned meeting held on Wednesday, August 10, 1898.

(Sgd.) 'CHARLES W. CAMP,
Secretary.
By the Hon. Mr. Wilson :
Q. Could you tell me the names of the members who were upon this audit —A.
O. D. Baldwin and myself.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve :

Q. Then the board, by that resolution, put an end to the use of this one-third of
20 cents a thousand as contingent funds %—A. Yes.

Q. Established instead $200 a week ?—A. Yes.

Q. How long did that continue %—A. Well, there has never been any action since
in connection with the matter. It has been regarded as a part of the present com-
pensation, and stands there as a part of his salary, and in the answer I shall make to
the company, as salaries, it will be included as a part of the amount paid him as
compensation as it is in the report to the Insurance Department.

By the Hon. Mr. Wilson :

Q. You say that is a part of his salary. Could you give us the balance of his
salary ¢—A. T believe that has already been fought out.

By the Hon. Mr. McSweeney :

Q. Is that not in the $80,000 —A. Paid to officers ?
Q. Yes —A. It is in that.

By Mr. Aylesworth, K.C., Counsel for the Mutual Reserve:

Q. And it is a payment intended to be for the purposes of the company instead
of the man’s own individual benefit ~—A. Yes.

Q. Has he at any time since 1898 exhibited to other members of the board any
account or statement showing the disposition he made of this money —A. No, he
has not, in a formal way.

Q. Then this contingent fund that had been established by the resolution of
February, 1896, and which is dealt with by the resolution of August, 1898, continued
as such till when ?—A. It was discontinued in August, 1898.

Q. That was the end of it —A. Yes.

Q. Since that time this $10,000, or $200 a week has been substituted 2—A. Yes.

Q. Is there any information you can give us from your memory of six years ago,
as to the nature of the disbursements that this examination or audit showed had been
made by President Burnham of the moneys that had gone to him from this contin-
gent fund #—A. Oh, there were expenses of the nature that are made for every cor-
poration to advance its interests. I remember distinetly that out of it was paid the
expenses of his trip to Europe when he went there in 1896 to look after the business
of the company, he drew nothing from the company, but paid it from this contingent

fund.
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Q. You remember that being one of them. Was that a substantial amount ?—
A. Yes. My impression is he was in Europe about four months.

Q. Starting the business of the company on the continent %—A. No, the business
had been established long before that on the continent.

Q. A statement has been made—I cannot identify it now exact]y—but a state—
ment that your company had been refused a license to do business in some states of
the union. I am referring to Maryland and Nebraska, which I have heard mentioned
as states in which you had been refused a license. What is the fact as to that ¢—A.
In reference to Maryland, a complaint was made to the Insurance Department and
2 letter was written to the company which by some mysterious process got into print,
which the Insurance Commissioner said, these matters being through, he should not
renew the license when it expired.

Q. What was the date —A. My impression is that it was the latter part of 1901.

Q. That is in the State of Maryland %—A. Yes, but there are the company’s
licenses in Maryland continuously from 1897 to 1903 without interruption, the simple
fact being that upon the presentation of the facts of the case, the license was con-
tinued. As regards Nebraska, there was an attorney who had two suits against the
company who filed a protest against the renewal of our license for the current year,
unless we settled the suits without fighting them in court, and the actual issuance of
the license was held up until the department heard the attorney, and then the license
which had already been prepared, but which was held up by the department, was
issued.

Q. That was the license, February 1, 1904 ?—-A. Yes.

Q. Then what are the facts ¢ What states are there in which you are not doing
business, or in which you have been refused licenses —A. The State of Minnesota
withdrew our license some years ago, and there was a matter of considerable news-
paper notoriety at the time. The State of California has refused to accept the certi-
ficates of the New York Insurance Department of the examination, claiming the
right to send a force of clerks from California to examine us, and we had refused to
allow it to be done, and have mandamus proceedings under way to require the Com-
missioner of California to issue our license, as we believe we have a right to demand.

Q. You have mandamus proceedings in court —A. Yes.

Q. You mean in Minnesota %—A. No, I do not mean to testify by that that those
are the only states we are not doing business in, but those are the states I have
referred to as having refused. There are a number of states we have not applied for.
Minnesota and Maryland are the only states that have refused. But there are New
Hampshire and Vermont that we did not apply to.

By Mr. Coster, Counsel for the Committee :
Q. Never did business there %—A. We did business in New Hampshire and Ver-
mont, but we went out of there six years ago.
Q. Any other states —A. Not in Connecticut.

Q. When did you go out of that —A. We had not renewed our policy since we
were incorporated.

By the Hon. Mr. Wilson :

Q. Why did you refuse to allow the California clerks to examine your books ?—
A. Because New York had examined us at a cost of $5,000, and for the Californian
Department to send its force to New York to make an examination that would amount
to nothing and would cost, with the great distance to come, some $8,000 or $10,000,
and we did not: believe we were justified in incurring such an expense upon the policy-
holders for another examination immediately following the examination of our depart-
ment.
Q. Did you notify them 'that they might examine into your records provided they
paid the expenses of the examination themselves?—A. No, I do not think we did. They
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have a perfect right to come to our office. Any state in which we do business—the
superintendent has a right to come into our office with a force of clerks, and make an
examination of our:records.

By the Chairman:
Q. Have they a right to charge up the expense against the company ?—A. Yes ;
but we have a right to refuse to allow him to charge the expense, but if he comes with
the consent of the company, he has a right to charge it'up to the company.

By the Hon. Mr. Wilson:
Q. You refused —A. Refused to allow him to come and make the examination at
our expense.

By Mr. Aylesworth, Counsel for the Mutual Reserve:
Q. You thought you would try a mandamus?—A. Yes.

By the Hon. Mr. Wilson :

Q. You have business there? A, Yes.

Q. How is it they will not give you a certificate >—A. Our states do*not withhold
the right to collect on the old business simply because we have no authority to do new
business. The license we get from the states simply authorizes us to do new business,
but does not affect old business. .

By the Chairman:

Q. You are entitled to wind up your business?—A. No, we carry it on, but we
cannot take any new business without a license.

By the Hon Mr. Gibson:
Q. Did you require a license under the mutual arrangement?—A. Yes.

By Mr. Aylesworth,!Counsel for the Mutual Reserve :

Q. The only other point I want to ask any question about, is a letter which, hon-
ourable gentlemen may remember, was read without comment by Mr. Coster, from Mr.
Vrooman, who had lately, before writing the letter, been treasurer of the company,
dated June 25, 1898. That letter was read at length, and appears printed in the min-
utes at length, page 51 of the proceedings of the committee. You remember that
letter %—A. I do.

Q. It was received by Mr. Burnham, I suppose, about the time when it was written,
1t is addressed to the president %—A. My impression is it was received about that time.

Q. What was done-with it by him? Did he bring it to the notice of the board %—
A. 1t was brought to the notice of the directors.

Q. And what course did they take about it?%—A. They appointed a committee to
take up the question, and go into the suggestions, criticisms and comments made by
Mr. Vrooman.

Q. Do you know what:that committee did about it?—A. The committee held sev-
eral meetings, and Vrooman attended one, and subsequently declined to attend any
further, and the committee went on with the investigation of the:matters covered by
the letter in question. I assume the letter put on the record is the correct letter, and
the report was submitted, which constituted Exhibit No. 10 of this book.

Q. And it appears on page 87%—A. 87 to 106, inclusive. «

Q. As that letter has been printed, and this is the investigation of its charges and
the answer to it, I have to ask that the report be printed also. It appears on page 87
and the following pages of this pamphlet. This is the report of the committee to the
company on the charges in that letter. This is a report of a committee, consisting of
Baldwin, Hume and Brockway?—A. Yes. :
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Q. They were a special committee appointed to specially investigate Vrooman’s
allegations —A. Yes.

Q. And Vrooman appeared in support of that at one meeting, and appeared no
further %—A. No.

Q. That covers from page 87 to 106, inclusive %—A. Yes.

By the Chairman:

Q. Do I understand that the charges made in Vrooman’s letter were directed
against the management of the company and the administration of the company —A.
They were criticisms of some of the acts of the management and some of the invest-
ments.

Q. And it was three of the board of directors who investigated and made a report
of those criticisms?%—A. It was.

Q. Exhibit 21 reads as follows:—

To the Board of Directors of the Mutual Reserve Fund Life Association :—

Gentlemen,—Your committee to which was referred the several letters of the late
treasurer, Hon. John W. Vrooman, consisting of a letter bearing date March 21st,
1898, addressed to President F. A. Burnham and Vice-president G. O. Eldridge, mem-
bers of the executive committee, of a letter of the same date, addressed to F. A. Burn-
ham, Esq., President, begs leave to report that it has had several meetings, and has
considered, with the care and thoroughness which the importance of the subject
demanded, the several communications above referred to. In pursuance of this duty,
it requested the presence, before the committee, of the late treasurer, Hon. John W.
Vrooman, which request seemed justified by the relations which Mr. Vrooman sustains
and has sustained towards the Association, and also by the relation and attitude which
he assumed in these communications, and still further by the closing statement of his
letter of June 25th, in which occurs the following :—

¢ The suggestions were made without prejudice or passion, with honest purpose,
and I am ready and willing, at any time or place, to discuss these and other questions
for the well-being of the association with the prgsideut, board of directors or members.’

Mr. Vrooman attended ths meeting at which his presence was requested, but ad-
vanced the fact of an engagement for that afternoon as preventing his then taking the
matters under consideration up with the committee. At his request, an adjourned
meeting of the committee was fixed for Monday, July 18, at 2 p.m., at which he prom-
ised to be present. When, however, the date named occurred, there was presented to
the committee a communication in writing from Mr. Vrooman, in which, while profess-
ing the kindest feelings towards the association and its officers, he virtually declined
to appear before the committee and, in place of such appearance asked that his former
communications be answered in writing and that there also be indicated in writing
‘any further explanation of my suggestions’ which the committee chose to make.
As the purpose of this hearing was to investigate the facts alleged in former communica
tions, and as it was manifestly impossible that answer should be made thereto pending
such investigation, it could but seem to your committee that the communication re-
ferred to was practically a refusal to meet its members or to aid in the investigation
with which the committee is charged.

Under these circumstances, we have gone as fully into the matter as it has been
possible to do, electing rather to consider the communications in their relation to any
possible advantage that their suggestions might be to the management than in the
manner in which they would have been justified in considering them under the circum-
stances, viz., as without force and without support in the absence of proof and the
declination of their author to enter into the discussion and consideration which he zo
ostentatiously seemed in his communication to President Burnham to court.

We have taken up the matter of the contract made with General Manager Moss
in January, 1897, under which the business of that year was transacted. We find thaf
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this contract was executed by the executive committee chosen by the board of directors
and charged under the constitution or by-laws with ¢ the power to make contracts with
general agents and others for the furtherance of the business of the association,” and
upon which committee it rests, under the regulations of the board, to ‘exercise a
general supervision over the business of the association.’” The conditions of this
contract are plain and the provisions made herein for compensation for the services of
general manager are clearly laid down, and under these provisions the general manager
discharged his duties during the entire year of 1897. TUnder these circumstances, it
certainly was not within the power of the association, having accepted the services
of the general manager rendered under the contract, to question his claim for com-
pensation simply because it seems to exceed an amount which might have been antici-
pated in advanee as accruing under the contract. At the close of the year, the general
manager was credited with the compensation provided for in the contract, calculated
in strict accordance with the terms thereof. To the voucher directing this credit is
attached the name of Mr. Vrooman, and it certainly would have been presumptious
in any member of this committee or of the board of directors to assume that such
signature was given otherwise than on the full understanding of the situation and in
the intelligent discharge of his duties as an officer charged with the full measure of
responsibility for the acts so performed by him.

Mr. Vrooman alleges that his signature was given to this voucher ‘upon the
information and with the understanding that the then existing contract by and
between Mr. Moss and the Mutual Reserve had been and would be carried out in accord-
ance with its terms and conditions.” There is not one particle of evidence advanced
that the then existing contract has not been so carried out, but on the contrary, your
committee finds that this credit was approved and made in direct accordance with
the terms of the contract and in the proper discharge thereof. This compensation
having accrued to the general manager, it might certainly be within the range of
proper inquiry by the executive officers of the association charged with the conduct
of its affairs, to inquire whether the continuation of the contract was tc the advan-
tage of the association or not, but it certainly is not within the province of any
officer to demand or expect an accoumting of the uses to which the compensation
aceruing to the general manager may have been applied, any more than to demand
an accounting of the manner in which any officer of the association applies his salary
or the compensation aceruing to him.

Upon the question of the advantage or disadvantage of the future continuance
of the contract of 1897, all necessity of inquiry, if it existed, was removed by the
fact that such contract had been cancelled at the request of the general manager him-
self, who stated that, because of the items of expense ordinarily borne by the associa-
tion, which he was compelled to assume and meet under the terms of said contract, he
had found it unprofitable to himself, and not such as he was willing to continue under.
In order to retain his services under these conditions, the existing contract was made
with the general manager, and the contract of 1897 cancelled. The existing contract
bears the signatures of the executive committee, of which Mr. Vrooman was at the
time chairman, and it seems to your committee that it was an exceptionally advan-
tageous contract for the association, and one that secures the supervision and man-
agement of its business in the agency field at as low a cost as is practiced with effi-
ciency. The contract bears evidence of the care with which it is framed in the interest
of the association, and espcially in the matter of the retention of one-half of the com-
mission accruing to the general manager, to the end of protecting the association
against losses through advance to agents.

In the matter of the suggestion made, that this contract be cancelled, and that
there be substituted for the compensation provided in the contract a salary to be paid
to the general manager in compensation for his services, the question of the desir-
ability or want of desirability of such change is one of opinion, which opinion must
he lareely based upon experience in the management of business of this character.
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1t is evident that at the time of the execution of the contract, Mr. Vrooman did not
entertain the opinion that the payment of a salary was preferable to the commission
method, and, whatever change of opinion he may have undergone subsequently must,
as to its wisdom, be judged not alone by the opinion of his associates and those versed
in the management of agency business, but as well, by his own opinion in January,
as evidenced by his approval of the contract then made.

Itisa generally known fact that the usual method of compensation for new busi-
ness written in life insurance compames is by a commission, making the compensation
dependent upon the success in securing business, and this method is approved and
supported by the general practices of all companies. As to the question raised by
Mr. Vrooman that, to a considerable extent, the business now being secured comes
from agents not of the present general manager’s appointment, it is a fact that it is
not simply by the original appointment of agents, but by their constant supervision
and incitement to work that continuous results are obtained. When the general man-
ager was appointed he was placed in charge of the entire agency force in the United
States, and the appointment of the new agents was only a part of the duty asmgned to
him. An equally 1mp0rtant portion of his duty, and one demanding the exercise of
his talent and experience and the consumption of his time, was the supervision of the
work of former agents, the supplying of them with material to further their work, the
correspondence with them and the general supervision of and attention to business
done by them. In addition to this, however, the changing of the method of doing
business from that of the admission fee to that of a regular premium, on which the
association receives-its regular percentage even from the first payment, was a special
duty assigned to the general manager and one of great importance and of vital interest
to the future of the association. From its organization the method of a membership
fee, which accrued entirely to the agent, has been in vogue. Later, there had been
introduced the expense fee, which by process of development had also become a por-
tion of the compensation of the general agent. Under this method, it resulted that a
very large amount of business, involving a very considerable expense in the way of
death losses, was carried on the books without any compensation being received by the
association and without any possibility of knowledge under an average period of from
five to six months as to whether the business was genuine or would ever yield the
association anything in revenue. This business had proved exceedingly costly, not
only because of the maintenance of an agency force, much of whose efforts were unpro-
ductive in a revenue-creating way, but also because it opened the door to the placing
on the books of impaired risks for speculative purposes, among which the death rate
was heavy, but the association received actually no payments whatever thereon.
Experience had demonstrated the necessity of a change in this method, and one of the
special and most pressing duties that fell upon the general manager under his con-
tract of 1897 was the education of the then force of agents to the change and main-
tenance of the volume of business while such a radical change was being made in the
method of dealing with the agent and the public. That this duty was by no means
a light one is evidenced by the assurances that came from the agency department when
the suggestion of change was made by the president that it would not be possible
to attain the end desired without a practical destruction of the business-producing
ability of the agency force. The service rendered was a most important one, and the
maintenance of the volume of business under the changed and changing conditions,
as evidenced by the record of 1897, shows that it was well rendered, and that it was
a service which well earned a special and not inconsiderable compensation.

In the matter of the vouchers referred to in the letter of June 25, addressed to F.
A. Burnham, Esq., president, covering commissions accruing upon first year pay-
ments on business written in 1897, which payments did not fall due and were not made
until 1898, an examination of the two contracts shows clearly that such.commission
clearly belongs to the general manager under his existing contracts, and the facts
elearly point to such,commissions as an entirely legitimate portion of his compensa-
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tion for the present year. Had his contract remained in force as it existed on Decem-
ber 31, 1897, the general manager would have been entitled to a commission of twenty
per cent upon these payments as they were made. In the cancellation of the contract
of 1897, large credits, therefore, accrued to the association from the commissions so
surrendered, supplementing the other credits so accruing, as noted in Mr. Underhill’s
note to which, Mr. Vrooman made reference. These other credits are those belonging to
the agents on deferred premiums on business written in 1897, which commissions, as
received, accrued to the association as against advances made ts those agents. The
credits represented by these vouchers represent, therefore, five per cent upon premiums
on account of the first year of insurance paid during 1898, and as such, are commis-
sions to which the general manager is clearly entitled under the plain wording of the
terms of the contract executed by the executive committee while Mr. Vrooman was
still the chairman, which contract was subsequently confirmed by the unanimous vote
of this board of directors.

The suggestion of the cancellation of the contract with the general manager is
one that fails to take account of the fact that to every contract there are two parties,
and that fair dealing demands that, when one party thereto is performing the duties
incumbent upon him under the contract, there should not be arbitrary forfeiture en-
forced by the other party to the contract. The time to have considered the desirability
of this contract to the association was prior to its execution, and there is every evi-
dence before your committee that such consideration was given to it; that it was
executed as in the interest of the association, and that the judgment expressed in its
execution and in its subsequent ratification by the board of directors was sound, and
such as considered the advantage and best interests of the association and its member-
ship. :
The form of statement in reference to the payments of moneys provided for under
the contract with the general manager for the purpose for advances to agents, is cal-
culated to convey a wrong impression. To the ordinary reader it would seem to im-
ply that an exception had been made in the drawing of this money to the rule, which
requires the signature of three officers to the warrant and of three officers to the check.
The fact is that every advance placed to the credit of the general manager as provided
in the contract, was by a warrant signed by three officers, and a check so signed, in
accordance with the invariable rule of the association. For a time the money placed
to the credit for advances was disbursed by the general manager, but in every instance,
before an additional credit was made, the vouchers for the former disbursements were
verified and the account checked up. In January last, however, at a meeting of the
executive committee, it was unanimously decided that it was best to make the ad-
vances by checks direct from the association to the agents receiving the same, the then
chairman of the executive committee, Hon. John W. Vrooman, was charged with the
carrying out of this order. ILater, he reported that in his opinion it was not feasible
to make the change, and the former method which, if any, is criticised by him, was
continued until subsequent to the resignation of Mr. Vrooman as chairman, when, by
special order of the president, the former order of the executive committee, with the
execution of which Mr. Vrooman has been charged, was carried into effect.

In the matter of the suggestion concerning the rental charged to the association
for the occupancy of a portion jof its building, no allegation is made that an undue
amount of room is occupied for the proper carrying on of the business, and certainly
no one conversant with the question of rentals'will assume that the rent charged is
disproportionate to the amount of space occupied. It is to be noted in this connection
that such charge is offset by a receipt, making it a matter of the proper keeping of ac-
counts and the proper exhibit of income, the investments and expenses of conducting
the business. The course adopted by this association, viz., that of charging in its ex-
pense account rental for the portion of its building which it occupies, is that followed,
with one exception, by every life insurance company in the city of New York which
occupies its own building, and of the rentals so charged, that charged by the Mutual
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Reserve is less in proportion to the amount of its business outstanding than in the
case of any life insurance company in this city, with a single exception.

It would have been a matter of satisfaction to your committee had Mr. Vrooman
consented to meet with the committee, and to put into other than the general form in
which it appears in his communications, the suggestion in regard to the reduction of
expenses. The question of reduction of expenses as relating to economy, must depend
in a great measure upon the question whether the expense attending the transaction of
business by this association is in excess of that shown by its competitors. A knowl-
edge of the conditions surrounding the business of life insurance and the transac-
tion of the same, especially with reference to the securing of new business, is an abso-
lute prerequisite of a recommendation in this direction. Had the late treasurer inves-
tigated the question as to the cost of doing business, as shown by the competitors of
the Mutual Reserve, for which investigation the official reports of the New York
Insurance Department afford abundant material, he would have found that, even in
1897, with the contract with the general manager in force, the wisdom of which he
now questions, the entire expense per each $1,000 of business outstanding scarcely
exceeded in this association the amount expended for agency expenses alone by the
average old line company. He would have found, also, that confining the comparison
of these companies which are universally admitted to be more economical in the trans-
action of their business, the cost per $1,000 of business outstanding stands for 1897 in
the relation of $5.75 in the Mutual Reserve and $7.80 in the competing old line com-
pany. This, the most favourable exhibit that can be made as relates to competitors,
would if the comparison were made with the entire list of companies, show as against
the $5.75 of the Mutual Reserve, a close approximation to $10.00 per thousand dollars,
excluding from the calculation the industrial companies with their extraordinary ex-
penses. It is to be noted in fairness to this comparison that the system upon which
the great bulk of the Mutual Reserve’s business of 1896 was conducted, namely, that
of the bi-monthly premiums and collections, entails a more than average expense in
the matter of clerical hire, printing and office expenses, as well as a greater demand
for proportionately greater accommodations for the clerical force, and it is fair in this
connection, in considering the importance of the changes involved the less frequent
payment of premiums and a consequent proportionate reduction in the incidental ex-
penses of collection.

Your committee feel compelled, not alone to condemn the tone of the communica-
tion referred to it, as addressed from an officer of the association to its president, but.
also to discountenance and condemn the idea which seems to permeate this communi-
cation, that an officer of the association may, after he has in the discharge of his duty
attached his name to a warrant or contract, absolve himself from responsibility there-
for, by simply notifying the executive that he desires to withdraw his name and to be
held no longer responsible for his act. It is assumed that any one capable of holding the
position of an officer of the Mutual Reserve is possessed of business judgment and experi-
ence sufficient to impress upon him the responsibility and obligations that are implied in
the discharge of his duty. Every such officer not only has the right, but it is his duty
to investigate and satisfy himself in regard to official acts which he is called upon to
perform, and the fact of his signature either to a voucher, contract or other document
implies and must be held to imply that he has investigated the matter and convinced
himself of the proper character of the act, not because another officer has joined with
him, but because of independent investigation. The regulations requiring the signa-
tures of three officers do not imply that one signature will be given because of the
existence of other signatures, or that one signature will be withheld because of the non-
existence of another given signature, but that the act of each officer is the act of his
independent judgment, to the benefit of which the association is entitled. Having
once given such endorsement to the act, the responsibility attaches to the officer for
the act, and there can be no relief from that responsibility, and especially no relief

on the plea of the act having been done in dependence upon the judgment of another,
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or from want of knowledge of facts, of which the officer could and should have informed
himself prior to the giving of his signature.

The committee also feels that it is within its province to discountenance what
seems to be apparent in these two communications, and that it is a disposition, after
matters of administrative policy have been determined upon by officers or boards in
which authority is vested, to set up an independent judgment opposed thereto, to in-
dulge in irresponsible eriticism, and thus to cause want of harmony of action and co-
operation of effort. Pending the decision of any administrative course, it is every
officer’s right to give to the board or officer having the decision of the matter his best
judgment, whether the said judgment be favourable or opposed thereto, and to do less
than this is to fail either of the full measure of obligation or duty. But when the
course of action has decided on, it becomes the act of the association and of the power
in which authority is vested, and as such demands the loyal support of every officer in
the discharge of executive or other duties, or, in event of his inability to give this,
his retirement from the position he holds.

As many of the questions raised by Mr. Vrooman required consideration of the
relative expenses involved in the transaction of life insurance business, the committee
called upon the actuary of the association, Mr. Geo. D. Eldridge, for figures bearing
thereon, which would form the basis of an intelligent judgment upon this portion of
the communications referred to the committee. As these matters are of equal import-
ance to the board, the reply of the actuary is hereto appended.

Respectfully submitted.

O. D. BALDWIN.
WM. HUME.
H. H. BROCKWAY.

July 22, 1898.

(Exhibit No. 21.)
To Messrs. O. D. Baldwin, W. H. Hume and H. H. Brockway, Committee.

Gentlemen,—In compliance with your request, and along the lines of inquiry ad-
dressed to me at a meeting of your committee, I submit the following as bearing upon
the question of the expenses of this association, with particular reference to the several
letters of Hon. John W. Vrooman, late treasurer of the association.

E’xbenses and theiwr Reduction.

In both the letter of March 31 and that of June 25, great stress is laid upon the
general declaration of the necessity of reduced expenses. I find nowhere, however,
any evidence that an effort has been made to ascertain whether the expenses attending
the transaction of our business are actually excessive or mnot, but, on the contrary, T
do find the declaration that ¢ we cannot secure increased income and decreased expendi-
ture by comparison,” the evident purpose being to imply that the measure of economy
is an arbitrary reduction of expenses, without regard to the question of efficiency and
equally without regard to the question of the relative cost of transacting our business
as compared with similar business of competing institutions. I respectfully submit
that in such proposition there is nothing practical, nothing that can be made use of
for the benefit of the membership. It is pure and simple criticism, unsupported by
facts, and valueless unless measured and sustained by facts.

It is manifest that in life insurance business, as in all other branches of business,
efficiency and the best results demand proper provision of proper expenses. To cripple
a business with inadequate provision for meeting expenses is the most wasteful extra-
vagance. This association is competing with the great life insurance companies for
business; it must secure business in the same manner as do those companies; it must
be able to command as high a grade of agency material; its affairs demand, and its
members have a right to insist upon, as competent official service as other ranking
companies enjoy. If we are to have these we must be prepared to pay the cost of them
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in the open market. The fact that this is the Mutual Reserve will no more enable us
to buy first class services at under price than it will enable us to secure printing, books,
supplies, postage, express service, &c., at less than cost.

There exists no other business where there is more abundant public material for
the determination of the question of the expense cost involved in its conduct than the
business of life insurance. The official reports of the companies, as published by the
state departments, place almost every detail before the man who is anxious to inform
himself whether the expenditures of this association are unusual or in excess of that
which is marked as characteristic of the business; while the reports of our own associa-
tion, made in past years, will enable him to decide whether the general tendency of
administration is in the direction of or away from true economy. Omne can but fecl
that it is the duty of an officer, before indulging in criticisms of the manner in which
affairs are conducted, to avail himself of these sources of information, and I can but
regret that there is in these letters not the slightest evidence that these sources of in-
formation had been used, or even a knowledge of their existence and importance.

While one might well dismiss this portion of the matter with this statement of the
unsustained character of the criticism, I have felt that it is of sufficient importance
to us all to attempt to place facts on record, and have, therefore, had the material for
¢omparative judgment compiled from the sources named, and submit them in the fol-
lowing synopsis—all the figures presented being from the various statements of the
eompanies to the state insurance departments.

Comparative Expenses of 1898-4 and 1896-7.

The death of the late President Harper occurred at a time which marks many
changes in the conditions surrounding the association. New questions have arisen,
which have to be met and disposed of, and new difficulties in the procuring of business
have had to be encountered. With these came new avenues of expenditure, it being
necessary to pay out very considerable sums in directions where small expenditures
were before required. It seems to be a generally admitted fact that under President
Harper the business was conducted with marked economy, and in the letters under con-
sideration the plain references to increasing expenses, the need of greater economy,
clearly imply unfavourable criticism of the present management in relation to the
past, with both of which the writer of these letters was connected in an executive
office. For the reasons stated above, it would not be surprising if a comparison showed
somewhat unfavourably for the present administration—as in fact must be the case
if the new items of expense were to be met without a reduction elsewhere, which was
rendered the more difficult because of the admitted economy of the administration
under President Harper. To determine the question, I have had comparison made
between the expenditures of 1893 and 1894, the last two complete years of President
Harper’s life, and those of 1896 and 1897, the two complete years of the administration
of President Burnham. The year of 1895 is omitted, as it was one of divided admin-
istration.

Relation of Business.

1893-1894. | 1896-1897. Increase. Per cent.

$ $ $
Mean insurance inforce... .. .w. .. .............] 527,502,000 630,185,000 | 102,683,000 91.47
Amount collected from members.. . ..... ....... .... 9,117,216 | 11,388,133 2,270,917 24.91
Amount paid to members..............oo. ... 6,030,722 8,151,928 2,121,206 3517
HIXpenRoy oRomR.. Lol by 2,858,491 3,396,571 538,080 1882
Expenses, excluding taxes and amounts paid banks
forseollecking, -1 . . oui bbb i - .| 2,701,863 3,180,483 478,620 1771
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It will be seen from the above that while the increase in business carried has been
19°47 per cent, the increase in amounts collected from members 2491, and the increase
made in payments to members 85° 17, the increase in expenses has been but 18'82. If
from expenses is excluded taxes and licenses—which have by reason of special legisla-
tion materially increased—and the sums actually retained by banks and other collect-
ors before remittance to home office, the increase in expenses is but 17°71 per cent. |

If the expenses are measured by the amount per each $1,000 of insurance carried,
it is found that in 1893-4 they were $5.42, and in 1896-7, $5.39. If they are measured
by the percentage of the amounts paid by members, they are in 1893-4, 31'35 per cent,
and in 1896-7, 29°83 per cent. The net expenses are, respectively, $5.12 and $5.05 per
$1,000 or 30°01 and 26°29 per cent. \

It is thus clearly manifest that instead of there being any increase in the relative
expenses of transacting the business, there has been a decrease, and this notwith-
standing the conditions which have called for unusual and extraordinary expenditures
during the last two years. The demand for great reduction in expense is, therefore,
a demand for even a further reduction from the expenses shown under the striet,
economy maintained unéer President Harper, and the criticism of present expenses
is still more emphatically a criticism of the expenses incurred in 1893 and 1894.

Expense Income and Expenses.

The expenses of the association are provided for from revenues derived from
several sources. In addition to the membership fees formerly collected, there are the
annual dues for business expenses and the provision under section 1, article X. of
the constitution or by-laws, that the expenses of the mortuary department shall be
paid from ¢moneys received from mortuary calls’ This provision is as imperative
as are the other requirements of the fundamental law of the association, and it is
supplemented by the provision that the net earnings’ shall be carried to the reserve
fund, as has been done both in 1896 and 1897. ;

The following comparison shows to what extent expenses have -exceeded the
revenue, exclusive of the gross assessments and interest at the rate of 4 per cent per
annum on the full reserve fund—invested and uninvested :—

mit : | 18034, 1895-6.

;

1 $ $
Gross assessments. ... ........ .. 6,865,365 8,547,548
Special deposits ........ Rbasalt P 51,937 33,206
Four per cent of reserve .......... el A St 287,562 276,588
Assessments and interest TeCeipts .. .. ... iiiiie i 7,204,854 8,857,342
Giross receipts ............ [ Gt Sl e S e U S RO 9,442,555 11,939,787
e e e e T R 2,237,701 3,082,445
GITOBE OXPEIBOR. - i o ciosy v snigns s esn: 5 S e Tt e 2,858,492 3,396,572
EXOOHE OXPONEEE « -\ i o wa s s ey e S s 8 e s s e s 620,791 314,127
Percentage of assets and interest receipts. ... ... ... 862 . 356

Tn 1893-4, the commissions actually deducted by banks and otber collectors and
the taxes and licenses levied by public authority, amounted to $156,628, leaving the
net payments from assessments at $464,163; while in 1896-7, these charges amounted
to $216,088, leaving the net amount at $98,039.

In view of the criticism which is directed in the letters named against the cost
‘of doing new business, the fact referred to above, that the peculiar tasks which have
fallen to the present management have necessitated many extraordinary expenditures,
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is important, especially taken in connection with the above showing of reduction in
relative expense. It follows, necessarily, that the creation of new and unexpected
items of expenses is hardly compatible with increased economy and that the latter
could be attained only by special rigid economy in the ordinary matters of outgo.
Premising this, the following exhibit of certain items of expenditure becomes of
interest :—

— 1893-1. 1896-7. Increase. Per cent.
3 $ $

Paid officers and office employees.............. Aoy 669,749 719,673 49,924 745
Percentage of expenses............ ............ .. 2343 21-19
" payments by members .. ... ........ 7°3b 6°32

Agoncy expenasi: i oradlsammiis o Sl s 1,175,826 1,304,696 128,870 10°96
Percentage of expenses. ... ........... ... . 41°13 38°14
" payments by members ............ .. 12°90 11-46

Printing and advertising. ............. ....... e 208,464 177,647 *30,817 *14°78
Percentage of expenses............ .....ooie ... 729 523
" payments by members.... ., .... 3 2-29 156

* Decrease.

These percentages derive their full signification when taken in conmection with
the fact of an increase of 19°47 per cent in the mean insurance in force; of 24°91 per
cent in the payments by members; and of 85717 per cent in claims paid.

Cost of Business by Qld Line Companies.

No man who would form a fair judgment on a question of this kind cun ignore
comparisons. The question, what has it cost and what does it cost old line companies
to do their business, and how does that cost compare with that of the Mutual Reserve,
is most important, because of cost of other companies established within reasonable
limits the market price of the services that we must command if we are to continue
to do business, and clearly indicates the reasonable measure of economy—as judged by
actual expenses and possible reduction therein—that can be demanded in the interests
of our members.

The Spectator—an old line journal—has recently published a table showing the
amount of money per each $1,000 at risk the leading old line companies used fox
expenses in each of the last twenty years. This is the fairest basis of comparison, since
the $1,000 at risk is the unit of service, while premiums vary within the widest limits.
Of thirty-three companies named, only eight showed in 1893-4, a less expenditure than
$8.13 per $1,000, which is 50 per cent in excess of the amount ($5.42) used by the
Mutual Reserve in the same years. These companies, with the amount used in 1893-4
and in 1896-7, are as follows :(—

—— 1893-4. 1896-7. Increase. Decrease.

&%
o
o*
@

SAEn Life . ool St SR e st AR 770 Ve R R R 0 05
Connecticut Mutual.. ...... s 6 85 7 50 0 65
Mutual Benefit.. ... (... e s s s i 6 85 6 95 010
New England Mutual....... SobmiERaaal e e 6 40 770 1 30
W R R e e BN e 7 65 7 35 0 30
Provident Life and Trust.... .. ..ovi i, ... 6 70 7 15 0 45
Erovident Bavings. ... .. v e 6 85 8 95 2 10
ielletas o el e R s 8 10 Vi TR A 105
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It is significant that in this list appears the name of neither the Mutual Life, the
Equitable Life nor the New York Life. The relative showing of these companies was
as follows :—

\' {
Name. 1893-4 1896-7 ‘ Increase. ! Decrease.
\

. = = \
$ $ ‘ $ ‘ $
R e e S i 19 05 b e e | 095
Equitable Life : 8 60 8 95 | s ol AR
TR R R : 10 95 | TN e e 2 05

It is also significant that every company which in 1893-4 showed an expense rate
of less than $7 (or $1.58 in excess of the Mutual Reserve in the same years) shows
an increase in 1896-7, leaving but one of the entire list below $7 in 1896-7.

In 1896-7 there were but seven companies which showed an expense rate below
$8.09, which is one hundred and fifty per cent of that of the Mutual Reserve in the same
years. These are as follows :—

Name. 18934 1896-7 .| TIncrease. Decrease.
$ $ $ $

X Life.. .......- e N T, o e 7.70 s SR 0 05
UonneetiorE Nivtunal .. o o o0t Sl S s et 6 85 7 50 0 66
Bitusl Benefh. oo viis snomen s s bt e 6 85 6 95 0 10
Now England . (000 il e 6 40 7 70 130
e A IR SOl Do N B S 7 05 7 35 0 30
Provident Lifeand Treast . ... 0000000 sva v 0 . 6 70 716 045
Beavellops. . 0. v oy P G S s S 8 10 7 05 | ........... 105

The thirty-three companies in the aggregate showed an expense rate of $9.70 in
1893-4 or 179 per cent of that of the Mutual Reserve, and of $9.50 in 1896-7 or 176
per cent of that of the Mutual Reserve in the same years.

If in place of comparing the expenses of the Mutual Reserve with those of the
entire mass of old line companies, we select those of the latter class that are peculiarly
distinguished for economy, as shown by the above list we have an expense rate of $7.10
in 1893-4, as against the Mutual Reserve’s $5.42, and one of $7.20 in 1896-7, as against
the Mutual Reserve’s $5.39( an excess in the first two years of $1.68, and in the second
two years of $1.81.

The conclusion of this matter is that the most economical of the old line companies
have not found it practical to maintain their expenses at less than about $7 per
$1,000 of mean risks, and that when temporarily they have succeeded in reaching a
lower figure, it has been followed by a reaction, which has re-established the average.
From $9 to $10 is the prevailing average of the companies with which we are brought
in contact.

As the clear implication of the criticism under consideration is undue extrava-
gance in our agency business, I have thought it well to compare this item in the year
1897 alone—in which the contract especially criticised was in force—with that of the
more economical and more representative old line companies, as follows :(—
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1897 Per cent of
Name. Agency ex- P -elé %.1,1(()00 PE;':' Zigz;’f average
penses. 4 Mo €XPenses. | hremiums.
8 $ $ $

1 et it b T S S T R e B e R 726,77 2 32 40 37 12 b4
Atna Life. ... 657,963 4 43 49 30 12 17
Conn. Mutual. ... 397,857 2 53 33 23 6 28
Lravellars. . o000 o 5 313,020 278 38 55 1271
10 T B e e e e S e 5,508,535 5 87 64 53 14 29
Mutual Benefit.......... SRR R LT 886,145 3 52 49 53 7 49
MBBIAL TN o e e O T 6,478,004 6 45 63 94 15 18
Neaw Eapiands - e oncn s o il orisie 399,799 391 48 31 11 38
New Mnrlilifer = oL e 5,285,775 6 23 62 93 16 03
Northwesterny .. 0 e o AR 1,694,998 3 59 48 50 11 21
2=l O R e S 769,530 477 50 78 12 57
Prov.Iife & Tenst .. o il i e 415,797 3 57 48 86 8 86
Ll OldiEine Classios o e o B $ 22,807,524 $ 557 $ 5862 $ 1383
Mutual Reserve ....... Fvsn s e A A e e T P Sl 2 32 40 37 12 54

Onme great significance of this exhibit is that it includes all the companies which
are recognized as especially economical, that it excludes all companies that do an
industrial business, and that it embraces the largest companies and those that are
most progressive, and, as well, such companies as the Connecticut Mutual which has
old business, on which the agency expenses is small, far in excess of its newer business
on which the greater portion of such is incurred.

T'he Demand for Reduced Expenses.

The communication under consideration lays particular stress upon two neces-
sities which the writer asserts confronts the association, of which one is ¢ that expen-
diture should be considerably decreased’. Tt is certainly reasonable to assume that
when an officer, or a former officer, of the association declares positively that such a
necessity as the above-named exists, he will have founded such assertion upon facts
in his possession, and not upon a mere impression. It is for this reason the careful
analysis of comparative cost of business, set forth above, has been made, for, whatever
declarations may be set forth as to the practicability of a certain device, the test of
the practicability must rest in a knowledge of the conditions surrounding the busi-
ness and the competition in which those conditions involve the association. The
present management of the association, under President Burnham, has given the
most marked evidence of its purpose to secure actual and practical economy, and with
this determination every member of the committee and, we believe, of the boars of
directors, is in fullest harmony, and, if the declaration of the writer of the communi-
cation, that his ideas are not in harmony with the management, is based upon an
intelligent conception of the problems which confront the management, then it must
be that theoretical and not practical criticism is the purpose in view in the communi-
cation under consideration. This would seem to be ‘borne out by the indisputable
facts set forth above, showing expense cost of the business done by this association,
as compared with that done by the leading 'companies of the country and those with
which the association is brought into competition. The report of Insurance Com-
missioners bears abundant evidence that they have earnestly deprecated the increased
cost of new business, as shown by the yearly reports of the old line companies. If
the record of this association showed that such increase in cost had occurred in its
transactions, it might well be that a portion of such ecriticism would attach to thig
management, though even then the consideration would be entitled to weight, that
if the association purposed to transact an equal grade of business, it could not hope
to do so under conditions that showed a general increase in the cost of doing business
without being in a position to meet such competition, but the figures as given above
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ghow conclusively that the management of this association has held rigidly to its
record of close economy, with the practical result that it has met all of its expenses
with an outlay on each $1,000 at risk no greater than the single item of agency ex-
penses as shown by the reports of the most economical of the old line companies of
the country.

Respectfully submitted,

GEORGE D. ELDRIDGE,
July 21, 1898. Actuary.

The foregoing report was prepared and agreed to by all the members of the com-
mittee prior to July 28, 1898, and was, in fact, then signed by two of the three mem-
bers of the committee, but owing to the absence of the third member from the city,
we have held the report awaiting his return to sign the same. This has been done.

The committee, however, deem it proper to state that on the date last above-
mentioned, to wit, July 23, 1898, an agreement was made between the association and
Mr. Moton D. Moss terminating all contracts existing between the association and
him, and mutually releasing him and the association from any liability each to the
other. This agreement was read in full to and unanimously ratified and confirmed
by the board of directors at its regular meeting, held on the 27th day of July, 1898,
which would therefore seem to finally dispose of all questions raised by Mr. Vrooman
with respect to the contracts between the association and Mr. Moss for payments
thereunder.

H. H . BROCKWAY.
0. D. BALDWIN,.
WM. H. HUME.

By the Hon. Mr. McSweeney :

Q. You stated that Mr. Vrooman declined to appear?—A. He came into the com-
mittee and excused himself on that day from appearing, and then, subsequently, wrote
declining to appear. :

Q. It says he declined to appear %—A. Yes.

Q. He came once —A. Yes. He came once and said he could not remain that
day. Then we appointed another day, and when the other day came he sent a note
declining to appear.

By the Hon. Mr. Béique :

Q. Referring again to Exhibit 12, you gave in this exhibit the income both in
Canada and the United States separately —A. Yes.

Q. Besides that there was the income from other parts of the world —A. From
Europe, yes.

Q. Could you give us an idea of the amount?—A. I think I can submit it to you
year by year. I think I have a copy of it.

Q I should like to have the total amount for the nineteen years —A. Yes, T
can give you that to-morrow.

Q. You gave in this statement the amount at the credit of the reserve fund at
the end of the year in Canada ?—A. Yes.

Q. Could you give the amount of the credit in the United States 7—A. This is
the whole of the reserve fund in the company. It is a consolidated fund.

Q. What I should like to find out is this; it is the amount a person takes con-
tributed to the general expenses of the company by the Canadian business, the $720,-
000 odd that have been mentioned as compared with the contributions made by holders
of policies in the United States and holders of policies in Europe. Could you furnish
us with those figures —A. Yes. Let me correct. I did not intend to testify that
necessarily all that money had been used for expenses. It was a contribution of the
Canadian business towards the general expenses of the company, and might have gone
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towards the proportion of death losses as well as towards expenses, the membership
being a part of the general membership of the company. I will give you the per-
centages so that you can cover all that.

Q. Could you give us the amount of the assessments which were paid by the pohcy—
holders under the assessment plan under the fifteen year, ten year and five year poli-
cies “—A. Yes.

Q. You mean for illustrative ages?—A. Yes.

Q. For different ages throughout?—A. Yes.

Q. And give opposite, the amount which they would have had to pay on the regular
line policies %—A. You mean the whole life policies ?

Q. Yes.—A. T will have it made up. I should not make the figures myself, but 1
will get the clerks to work and make them up.

Q. Take merely samples%—A. Yes.

Q. Which will give the average?—A. Yes.

Hon. Mr. Warson.—I move that Messrs. Cannon and Cameron be summoned
before this committee to give evidence on the matter investigated by this committee
in reference to the statement alleged to have been made by Mr. Wells.

Hon. Mr. Brique.—I am in sympathy with the demand, but I do not think it
would be quite regular.

By Mr. Coster, Counsel for the Commattee:

Q. I want to ask a question with reference to the salaries of the two officers. In
the annual reports made to the department of insurance in New York, under the head
of salaries to officers, does the amount therein stated each year include all compensa-
tion to officers?—A. It includes all compengation to officers included under the
head of officers.

Q. And then with reference to employees, does the amount which appears every
year include all compensation to them?—A. Probably the portion of the clerks who
are employed in the actuarial department appear in the actuarial services.

Q. But that would be all. There would be nothing else except the actuarial ex-
penses —A. The counsel’s compensation would appear under legal expenses.

Q. There is a blank just after each one of the statements of salaries to officers and
employees: ¢ Other compensation if any’—that is left blank. What you mean by that,
is that there was no other compensation *—A. What I understand by the blank is that
it is for the including of any compensation, whether an officer gets a percentage, or
anything of that kind.

Q. Or additional fees for some other work %—A. I understand that blank calls for
the compensation in case an officer receives commission or anything of that kind, to
have it detailed there, and there is no officer of the association that has any commis-
sions.

Q. But the language is plain: ¢ Other compensation if any.’ It is left blank. In
leaving it blank do you mean to say that there is no other compensation®—A. There
are none of the officers who receive any compensation over and above their salaries, or
in the way of commissions or anything of that kind from the company, and, therefore,
that clause is left blank.

The committee adjourned until 10 a.m. to-morrow.
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Wednesday, June 29. 1904. :
The committee met at 10 a.m.

Mr. Geo. D. Erprige.—I wish to make three short statements. I find that my
testimony stands that there were four directors in the employ of the company who
were receiving fees, and I find there were five, so I desire to correct that, and for in-
formation I filed a copy of the list of directors.

By the Hon. Mr. Wilson:

Q. Directors with salaries, too?—A. I file a list of the directors of the company,
giving the names and designating those that are in the employ of the company. My
testimony in regard to the contingent fund would seem to imply that the entire com-
missions of the third that would have accrued under the contract were paid to Mn
Burnham through the contingent fund. The gross amount that was paid through the
contingent fund that was terminated the 9th August, 1898, was $16,000.

By Mr. Aylesworth, K.C., Counsel for the Company :
Q. Do you mean from the beginning of it, from 1896%—A. From 1896 to August
10, 1898, the gross amount was $16,000.

By the Chairman:

Q. There is only $16,000 in the three years?—A. The resolution was adopted in
1896, and was terminated the 10th of August, and the amount drawn under the resolu-
tion charged to this commission that would have accrued to Mr. Harper was $16,000.

Q. That was the amount drawn?—A. The amount was larger than that, $53,000,
but the amount drawn was $16,000. Then in testifying last night as to the powers of
Insurance commissioners to examine the company at thelr will, T was testifying gener-
ally, and it occurred to me last night that the testimony as it stood might not show
clearly our claim in California. What we claim in California is that under the statu-
tory law of that state, so long as the superintendent. of New York accepts the actions
of the California department, the California department is bound to accept the actions
of the superintendent of New York.

Mr. CostEr, K.C.—Before going on with the examination of Mr. Wells, I want to
call the committee’s attention to the case which was referred to by Mr. Eldridge the
other day—a case of Dennis against the Massachusetts Benefit Association, 120, New

" York reports, 496. Mr. Eldridge was under the impression that the court held in this
case that the Mutual Reserve Company under such a contract as they make with their
policy-holders might be compelled to reinstate the policy-holder, and that that was an
additional excuse for leaving delinquent business on the books as in force to the end
of the current year. The head note of the case sets forth an entirely different propo-
sition. It says that the policy contained a provision that in the event of the insured
not paying the premium within the thirty days allowed, that should be taken as suffici-
ent evidence that the party had decided to terminate his connection with the associa-
tion, which connection shall thereupon terminate, and the party’s contract with the
association shall lapse and be void, but for valid reasons to the officers of the associa-
tion, such as failure to receive notice of an assessment, he may be reinstated by pay-
ing the assessment arrearages.

Mr. AvLEsWORTH.—If my learned friend is arguing this I have an equal 'right to
take up what time I wish in arguing the case.

Mr. CostErR.—This case was before the premium became due——
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Hon. Mr. Bique.—There is an objection made to your arguing this case. I think
the point is well taken. :

The CramrMAN.—The counsel can direct the attention of the committee to the
case. Mr. Eldridge handed in the authority, and as far as I can see, the interpreta-
tion given to that judgment is not the interpretation given by the counsel. We will
discuss the case later on.

Mr. CostER.—This man had an attack of apoplexy before the money came due,
and that was held to be sufficient excuse for not paying the assessment. It had noth-
ing to do with the Mutual Reserve.

James Doueras WELLS, of the City of New York, called and examined by Mr.
Coster, K.C., Counsel for the Committee.

Q. You were connected with the Mutual Reserve Fund Life Association, which is
now being investigated —A. I was.

Q. What were your first relations with them %—A. My first relations with the
company were some business I did for them either in the latter part of 1883 or 1884—
that is the first. :

Q. State shortly what it was ¢—A. I did some business for them in New York.

Q. What did you do?%—A. Subsequent to that, I returned to Canada.

Q. What year was that in —A. It must have been the fore part of 1885.

Q. It was 1883 and 1884 you were in New York, and then you came to Canada—
for the company ?—A. I came to Canada for the company.

Q. In 1885 —A. Yes.

Q. What did you come here for %—A. 1 came here under a commission contract
for business to be secured in Canada—came here to work in Canada under a commis-
sion contract, to secure business.

Q. What did you do?—A. About that time, the subject came up in parliament as
to an amendment of the Insurance Act, and prior to the amendment of that Act, the
company had no license in Canada, but I proceeded to do business until a license was
secured under the amended Act. That contract was a straight commission contract,
without any allowances for expenses of any kind, rents or anything else. I even had
my own literature, applications and literature, printed at my own expense.

Q. A statement has been made that you alleged you paid out sums of money for
the company here in Canada, for starting their business—what have you fo say about
that ?—A. T paid out a large amount of money of my own in establishing the agency
in the Dominion of Canada, quite a large sum, in other words put it ‘good round
sums.’

Q. About how much money did you expend that way, and how was it expended ?
—A. Tt was expended in travelling, putting down agencies, and advances to agents,
and general expenses of establishing the company in Canada.

Q. And by your arrangement you were to pay this yourself %—A. By my arrange-
ment I was to pay this, that is simply because the company were averse to coming
to Canada at all at any time.

Q. You never made any claim on the company for a return of any of this money?
—A. T never did.

Q. Was there any of that money expended in procuring legislation #—A. Not one
five cents.

Q. Did you ever say that any of it was expended that way %—A. I never did.

Q. To any person %—A. To any person.

Mr. AyreswortH.—I shall be prepared to contradict that statement.

Mr. CostEr.—I am putting in the evidence to give them that opportunity.
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Q. About what sum of money do you say you expended in establishing the com-
pany in Canada %—A. At least ten or fifteen thousand dollars before I began to-
recoup myself,

Q. Before you began to get it back %—A. Yes.

Q. That was in appointing agents and establishing agents %—A. Yes.

Q. A statement was made here by the last witness, Mr. Eldridge, with reference
to instructions alleged to have been given by you to one White, in Boston. You heard
that, did you ?—A. I did.

Q. What have you to say about that —A. Mr. White, who was a Boston agent,
and a protege, I may say, of Mr. Eldridge, a particular friend of his, at least, he always
claimed to be, came to me

Q. When ?—A. In 1898, after my return from England, towards the close of the
year 1898. He came to me and said that he was very much behind in his business in
Boston, that he wanted to make a better showing than his account would show, and
suggested to me that he should send in what insurance men called ‘padded business,’
some business that was not genuine, so as to make a better showing of the Boston
agency. I replied to him and said,  Mr. White, that is something I never tolerated,
never would allow, and T am on record in regard to that matter” A Chicago agent
did send in a lot of padded business on which he made a claim on the company for
gervices in getting this amount of business. My letter upon that subjeet,” I said, ¢
with the company to-day, and it was remarked upon by the Superintendent of Insur-
ance who made the last examination, giving me credit for the stand I took with regard
to padded business, and I said, ‘so far as I am concerned, Mr. White, I cannot en-
courage anything of that kind.” ¢Well he said, ‘T had a talk with Mr. Eldridge on
that subject and he is in favour of it I said, ¢ All right, if Mr. Eldridge is in favour
of that, he must take the responsibility,” and that is all that occurred between Mr.
White and myself on the subject.

Q. You know of certain charges having been made in the Senate of Canada
against the Mutual Reserve?

The CHAMAN.—Would it not be woll to complete the investigation on that point.
There are documents filed here in regard to that matter, affidavits and a statement
made by Mr. Eldridge in writing. Would it not be well to cross-examine the- witness,
and finish that subject ¢

By Mr. Coster, Counsel for the Committee:

Q. That is all the conversation you had with Mr. White on that subject 7—A.
That is all on that subject.

Q. Did you write to him, asking him to send padded business %—A. Never.

Q. Or telegraph him %—A. No.

Q. Or communicate with him in any way %—A. Not in any way encouraging
him or asking him. I have had letters from Mr. White frequently on business, but
I never encouraged him to send padded business.

Q. You know of the charges which were preferred against the Mutual Reserve in
the Senate %—A. T do.

Q. Before these charges were made in the Senate, did you, either directly or
indirectly, instigate or suggest, that those charges should be made %—A. I did not.

Q. Did you furnish any of the material in the way of letters that were used in
the Senate —A. I did not.

Q. There was a letter written by you to President Burnham in 1898 which was
quoted from in the Senate. Did you furnish any one, or cause to be furnished directly
or indirectly, the copy, printed or otherwise, of the letter which was read in the Senate?
—A. T did not.

Q. Do you know from whom the Hon. Senator who read that to the Senate, got
the information ?—A. I do not.
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Q. Had you anything to do, either directly or indirectly, with bringing these
charges %—A. I had not.

Q. When did you first hear of this investigation —A. I heard it through the
Senate proceedings, and also a letter I think from Senator Domville after the charges
had been brought. T think he sent me the Senate proceedings of that time—that is
in regard to what had taken place.

Q. You were sent a notice requesting you to appear as a witness in these proceed-
ings, were you not —A. T was.

Q. You are familiar with the charges you made against the management of the
Mutual Reserve in 1899, to the Insurance Department of the State of New York,
and referred to on page 12, section 8, exhibit No. 7, the statement submitted to the
Senate by the company —A. I am.

Q. By whom were those charges therein referred to, against the Mutual Reserve,
sworn to —A. Sworn to by myself and Mr. Stevenson.

Q. That is the witness that has been already examined here %—A. Yes.

Q. At whose request were those charges made %—A. At the request of the Super-
intendent of Insurance.

Q. Of New York %—A. Of New York, Mr. Payne. I might say that prior to
the charges being filed, I had an interview with the Superintendent of Insurance at
Albany in regard to the charges which I brought before him, and he then requested
me to put them in the form of an affidavit, and file them officially.

Q. Take article 3, section 2, of the constitution and by-laws of this company,
which provides :—

‘Section 2. The directors shall elect three of their number, who shall constitute
an executive committee, who shall appoint such medical examiners as they deem neces-
sary, audit death claims, and shall determine all salaries and expenses, and shall have
the power to make contracts with general agents and others for the furtherance of
the business of the association, and for the henefit of its members. And under the
regulations of the board thoy shall also exercise u general supervision over the busi-
ness of the association.’

You say that you went to New York in that year ~—A. In 1885.

Q. I mean to say, after being in Canada, when did you go back to New York ¢—
A. In 1890.

Q. And what position, if any, were you then elected to in the company ?—A. I
went to New York on business with the company, and while there the first intimation
I had was that I was elected third vice-president of the company, in 1890. I then
returned to Canada, wound up my affairs in connection with the general agency of
the company for Canada, and returned to New York, I think, in June, 1890. I was
elected as a vice-president, and subsequent to that, after the retirement of a Mr. N.
W. Bloss, who had charge of the agency department, I was put in charge of the
agency department all over the United States and Canada.

Q. And had you anything to do with the executive committee —A. That was
subsequently. Subsequently I was made a director of the company, and subsequently
to that, I think upon the resignation of the second vice-president, the Hon. Mr. E. H. .
Remmund, I succeeded him as second vice-president, and was made chairman of the
executive committee. That is the best of my recollection.

Q. I have already called your attention to article 3, section 2, of the constitution,
and would ask you if you know of any violations of the terms of that %—A. I do.

Q. Can you state some instances of the kind %—A. Yes. There is one very
glaring instance, in my estimation, the payment in England to Mr. Moton D. Moss
of $7,260, £1,500, a draft made upon the company which was not referred to me—no
communication with me about it, directly or indirectly. That money was paid to
Mr. Moss in England. He was then an agent of the company under his first metro-
politan contract, working in the State of New York, which Mr. Moss had. That
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amount of money was paid to him in Englapd by Mr. Burnham’s authority, who at
that time was in England with Mr. Moss.

Q. What year was that %—A. That was in 1896.

Q. Look at Exhibit No. 22, now shown you; is that a copy of the draft upon
which it was paid %—A. It is.

(Exhibit No. 22.)
Ex. B (1).
$7,260. $7,260
0 4.84 J.-S. M. 0. K i e B
(Signed) Secy. Ex. Com.
Merchants’ Bank  Exchange for £1,500—London 26th September, 1896. On
B6472 demand pay this First of Exchange, second not paid to
of Canada myself—or order, the sum of one thousand five hundred
New York. pounds sterling.
The Clydesdale Bank, Paid Oct. 6, 796 Paid
Limited, Mer. Bank of Oct. 9th,
City London. Canada. 1896.
Value received which place to account of M. D. Moss, payable at the current rate
of Exchange for Bank. Demand drafts on London, England.

To the Mutual Reserve (Signed) MOTON D. MOSS.
Fund Life Associationl Charge account M. D. Moss,
305 Broadway, New York] as advance.
Endorsements :
MOTON D. MOSS, (Signed).
F./A. BURNHAM, (Signed).

Pay to the order of Merchants Bank of Canada.

(Signed), GEO. THORNE.
Please pay cheque to our order for the Merchants Bank of Canada.

(Signed) J. B. HARRIS,
Agent.

Q. And also look at a copy of the voucher authorizing the payment of the money
by the company—is this the voucher :—

(Exhibit No. 22.)
: Bx. B..(2).

No. 62110. New Yorg, October 9, 1896.

The Cashier of the Mutual Reserve Fund Life Association, N.Y., will draw check
to The Merchants Bank of Canada, £1,500—Seventy two hundred and sixty dollars
($7,260), and charge the same to account of

MOTON D. MOSS,
Special account.

Check No. 48445. -
To take up draft of Mr. Moss, dated London 9/26/96—

Approved by F. Underhill, Secretary, Executive Committee.

By order of the Executive Committee.

0. D. BALDWIN,
J. W. BOWDEN,
J. W. VROOMAN.

Received by—(Sgd.) Amsden—10/9/96.

Examined October 9, 1896—(Sgd.) J. S. Hoffecker.

Margin:

Sheet No. , Dues Department.
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A. That is the voucher taking up the draft, by order of the executive committee.
Q. You knew nothing of this?%—A. I knew nothing of this.

Hon. Mr. BeiQueE —Is the fact disputed ?
Mr. AyLEswOoRTH.—No; it has been ventilated over and over again.

Q. You were then chairman of the executive committee, were you?—A. Yes.

Q. Were you notified in any way as to this draft or payment at that time?—A. 1
was not.

Q. When did you first learn about this payment in London to Mr. Moss?—A. 1
learned about the payment of that after I returned from England in 1898.

Q. Did you make any protest about it %—A. I do not know that I made any violent
protest about it but I objected to it principally on account of Mr. Moss at that time
being largely indebted to the association. He had got a large sum under his metro-
politan contract.

Q. Did Mr. Moss repay the amount of this loan, or whatever you call it?—A. Mr.
Moss claimed that he repaid the amount to Mr. Burnham personally, but it never was
paid to the compapy by Mr. Moss or Mr. Burnham.

Q. How was it disposed of on the books of the company?—A. A credit was given
to Mr. Moss for exactly the amount, $7,260; a credit was given him for services rem
dered, outside and apart from the metropohtan agency.

Q. Look at Exhibit No. 23 now produced. Is that a copy of the voucher authonz-
ing that amount to be credited to his account ?

(KExhibit No- 28.)
Exhibit B. (8.)
No. 5125. New Yorg, December 28, 1896.
The book-keeper of the Mutual Reserve Fund Life Association will credit
Moton D. Moss, special account, Seventy two hundred and sixty dollars ($7,260), and
charge the same to account of Agency Expenses for special services in Agency Depart-
ment outside and apart from Metropolitan Department last half of year 1896.
By order of the Executive Committee.
Signed F. A. BURNHAM,
J. W. VROOMAN,
G. D. ELDRIDGE.
0.K. Examined
(Signed) Dec- 28/96
F. U. (Signed) J. S. Hoffecker.
Margin: .
Dues Department.

A. Tt is.

Q. Who was this Moton D. Moss?%—A. Mr. Moss was a gentleman who came over
from England in, I think, 1895—the latter part of 1895, I am not quite certain—Mur.
Burnham claimed, at least he told me——

Q. That is the president, Mr. Burnham?%—A. Yes, Presuient Burnham—that he
had met Mr. Moss in London on a former visit to England, when he was over there
with Mr. Harper, they had met Mr. Moss at that time. When he arrived in New York
ne came immediately to see Mr. Burnham. Mr. Burnham sent down for me. My office
was one or two flats below the head office. I went to his office, and he introduced me to
Mr. Moss, he remarking that Mr. Moss was the greatest producer in the world of busi-
ness, and probably the best insurance man there was in the business. He said: ¢ Now,
Mr. Wells, 1 want you to take Mr. Moss down to your office, and make a contract with
him for business in the state of New York. We must not let Mr. Moss away from us.
He is here now, and we must have a contract with him, and keep him in the service of

the company.’
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Q. Prior to Mr. Burnham introducing him to you, had you ever met him, or had
you heard anything of his history —A. I had never met him, or knew anything about
him whatever.

Q. Do you know how long Mr. Burnham had known him at that time 2—A. No.
I simply had his word that he had met him in London.

Q. You made a contract with him ?—A. I did.

Q. Have you a copy of that contract —A. I have not.

Q. Do you remember the terms of it %—A. I think I can. ;

Q. Will you have a copy of it produced ?—A. It has been sent for. I think I
wrote to my office about it.

Q. Give the terms of it shortly?—A. It was a contract giving him a 75 per cent
commission, and the ordinary renewal commissions paid other agents, and I think a
salary of $100 a week.

Q. When was that contract terminated %—A. That contract was terminated when
contract No. 2 in 1897 was executed.

Q. When contract No. 2 was executed, what was the state of Mr. Moss’s account
with the company ?—A. As I said before, this account—I learned afterwards—he
was indebted under this contract to the extent of between twenty-nine and thirty
thousand dollars.

Q. Then you say a new contract was made with him —A. A new contract was
made with him in January, 1897—January 7th.

Q. Look at Exhibit No. 24 now produced—is that a copy of the second contract
that was made with him ?

StATE oF NEw YORE,
INSURANCE DEPARTMENT,
ALBANY, June 28, 1904.

_ I, Francis HeNDRIOK, Superintendent of Insurance of the State of New York, do
hereby certify that I have compared the annexed copy of contract between the Mutual
Reserve Fund Life Association of New Yorlk, and Moton D. Moss, dated January 7,
1897, together with contract dated January 22, 1898, between same parties, and re-
ferred to in report on examination of condition of affairs of said association, made by
Chief Examiner Vanderpoel, dated August 22, 1899, with the copies on file in this
department, and that the same are correct transcript therefrom and of the whole of
said copies.

(Seal.) In witness whereof, I have hereunto set my hand and seal and affixed my
official seal, at the City of Albany, the day and year first above written.

(Signed) FRANCIS HENDRICKS,

Superintendent of Insurance.

New Yorg, January 7, 1897.
Mr. Morox D. Moss,
Mutual Reserve Building,
New York City.

DEear Sir,—You are hereby appointed general manager of this association to take
charge of its agency business in the United States, and to procure and effect applica-
tions for insurance that will be satisfactory to the association. In accordance, how-
ever, with the settled rule and practice of the association, it must be understood that
no portion of said territory of the United States is assigned exclusively to you.

You are to devote your entire time and best energies to the service of the associa-
tion, and to efficiently occupy and work said territory. in accordance with the rules,
regulations and instructions of the association. You are not to engage in any other
business or in any speculative or stock transactions.
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The compensation to be allowed you shall be as follows, viz. :—

Upon the five year combination option plan eighty-five (85) per cent of the first
year’s premium, and renewals upon the second and subsequent year’s premiums at the
annual rate of one dollar and fifty cents ($1.50) per thousand of insurance.

Upon the ten years’ distribution deposit plan fifty (50) per cent of the first year’s
premium and renewals upon the second and subsequent year’s premiums at the annual
rate of seventy-five cents ($0.75) per thousand of insurance.

These renewals -commissions are to be paid only during the term of your service
with the association under this arrangement, but in case of the termination thereof,
provided you remain loyal to the association and do not write business for any other
insurance company or association, or in any way connect yourself with any such
company or association, said renewal commissions shall be paid to you for a period of
five years after such termination.

No compensation or commission shall, however, be payable to you unless the
premium or payment upon or from which the same is to be allowed has been received
in cash by the association.

The association will advance to you the sum of thlrty ﬁve hundred dollars per
week for advances to agents, such sum to be deposited in bank weekly to your credit
as general manager, subjest to your check, such amount to be charged to your ac-
count and to be accounted for in detail with proper vouchers whenever requested by
the association.

The association will provide you with suitable office accommodations at its home
office, and such clerical and other assistance as may be necessary, at an expense,
however, not exceeding $200 per week.

The association will also pay the rent of such branch offices as may be found
necessary for the transaction of its business, not exceeding, however, in the aggre-
gate, the sum of twenty thousand dollars per annum.

All other expenses shall be borne and paid by you.

In addition to the commissions hereinhefore ennmerated, yonr salary of one hun-
dred dollars per week upon the pay-roll shall be continued.

This arrangement, shall take effect as of January 1st, 1897, and shall continue for
the period of two years, if satisfactory to the association, but the association shall
have the right to terminate the same at any time during said period at its option.

This appointment, or any of the benefits to accrue thereunder, shall not be assigned
or transferred, either in whole or in part, without the written consent of the associa-
tion.

All previous contracts or agreements are hereby terminated, but notwithstanding
such termination the commissions or bonuses on business secured under the same shall
be allowed you, subject to the terms and conditions of this arrangement and of said
terminated contracts or agreements.

Yours very truly,

(Signed) J. D WELLS,
GEORGE W. HARPER,
GEO. D. ELDRIDGE,

. A Ezecutiwe Commattee.

I hereby accept the foregoing appointment, subject to all the terms and conditions
contained therein, by all of which I agree to be bound.

Dated New York, January Tth, 1897.
(Signed) MOTON D. MOSS.
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This agreement, made and entered into this twenty-second day of January, in the
year one thousand eight hundred and ninety-eight, by and between the Mutual
Reserve Fund Life Association, a corporation duly organized and existing
under the laws of the State of New York, and having its principal place of
business in the City of New York, of the first part, and Moton D. Moss, of
said city, of the second part, witnesseth as follows:—

First, That the contract or agreement heretofore existing between the parties
hereto dated January 7th, 1897, and consisting of an appointment in writing by the
executive committee of said association of said party of the second part as general
manager of the association to take charge of its agency business in the United States,
and the acceptance of such appointment subject to the terms and conditions thereof
by said party of the second part, be and the same hereby is cancelled and terminated
as of January 1st, 1893, and each of the said parties thereto released from each and all
the obligations thereof.

Second, That the said party of the second part is hereby appointed general manager
of the said association to take charge of its agency business in the United States, and
elsewhere as directed, and to procure and effect applications for insurance that will
be satisfactory to the association, upon the express understanding and agreement,
however, that no portion of said territory is assigned exclu®ively to said party of the
second part. ’

Third, That the said party of the secor part agrees to devote his entire time and
best energies to the service of said association, and to efficiently occupy and work
said territory in accordance with the rules, regulations and instructions of said
association. That he also covenants during the continuance of this agreement not
to engage in any other business, or in any speculative or stock transactions.

Fourth, That the compensation to be allowed said party of the second part shall
be an over-riding commission of ten (10) per cent of the first year’s premium received
from and after the commencement of this contract upon business secured in the United
States under either the five year combination option plan or the ten years’ distribution
deposit plan, with renewals upon the second and subsequent years premiums upon said
business at the annual rate of one dollar and fifty cents ($1.50) per thousand of insur-
ance, on the five year combination option plan, and seventy-five cents (75 cents) per
thousand of insurance on the ten years’ distribution deposit plan, such renewals, how-
ever, to be subject to the deduction of the amount of commissions or other compen-
sation paid or payable to other agents upon said business.

That of the aforesaid over-riding commission of ten (10) per cent upon the first
year’s premiums, the said party of the second part shall be paid five (5) per cent, or
one-half thereof monthly, in accordance with monthly statements to be rendered to
said party of the second part, and approved by each of the parties hereto, and that the
remaining half of said over-riding commission of ten (10) per cent shall be held by
the said association as security for advances made to agents under this contract, and
be allowed and paid to the said party of the second part only to the extent that such
advances are secured and covered by the deferred commissions and renewals of agents
to whom advances may have been made, based upon a three years’ purchase.

Fifth, That said renewal commissions are to be paid only during the term of ser-
vice of said party of the second part with the association under this contract, bt in
case of the termination thereof, upon the condition that he remains loyal to the asso-
ciation and does not write business for any other insurance company or association in
America, or in any way connect himself with any such company or association, said
renewal commissions shall be paid for a period of five years after such termination.
No compensation or commission shall, however, be payable to the said party of the
second part, unless the premium or payment upon or from which the same is to be al-
lowed has been received in cash by the association.

Sixth, That the compensation which said party of second part may pay to agents
or managers shall not exceed the following, that is to say:
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On the five year combination option plan sixty-five (65) per cent of the first year’s
premium, and renewals upon the second and subsequent years’ premiums at the an-
nual rate of one dollar and fifty cents ($1.50) per thousand of insurance.

Upon the ten years’ distribution plan forty (40) per cent of the first year’s pre-
mium, and renewals upon the second and subsequent years’ premiums, at the annual
rate of seventy-five cents ($0.75) per thousand of insurance; renewal commissions un-
der either plan to be paid only during the term of service of the agent with the asso-
ciation under his contract.

Seventh, That the association will advance to the said party of the second part
a sum not exceeding twenty-five hundred dollars ($2,500) per week for advances to
agents, said sum to be deposited in bank weekly to his credit as general manager, sub-
ject to his cheque as such said amount to be charged to his account and to be accounted
for in detail with proper vouchers whenever requested by the association, and said
advances to be approved from time to time by the agency or executive committee of
the association.

Eighth, That the association will provide the said party of the second part with
suitable office accommodations at its home office, and such clerical and other assistance
as may be necessary, and will pay the usual necessary expenses incident to the trans-
action of the business, for printing, stationery, advertising, &c., and that it will also
pay the rent of such branch offices as may be found necessary for the transaction of
its business.

Ninth, That this agreement shall take effect as of January 1st, 1898, and shall con-
tinue for a period of two (2) years from said date, but said association shall have
the right to terminate the same at any time during said period, at its option, and the
said party of the second part shall have the right to likewise terminate the same at
any time after the expiration of one year from said date.

Tenth, That this agreement, or any of the benefils to accrue thereunder, shall not
be assigned, or transferred either in whole or in part without the written consent of
said association.

Eleventh, That all previous contracts or agreements between the parties hereto are
hereby terminated, but notwithstanding such termination the commissions or bonuses
on business secured under the same shall be allowed to the said party of the second
part subject to the terms and conditions of this agreement and of said terminative
contracts or agreements, except the commissions, bonuses, or other compensation under
said agreement or appointment of January 7th, 1897, of and from which conimissions,
bonuses or other compensation under such last mentioned contract the said party of
the second part hereby releases and discharges said association, the said association in
turn assuming all liability to agents for commissions, bonuses, or other compensation
accrued or to accrue under contracts now on file with said association.

In witness whereof, the said party of the first part has caused these presents to be
signed by its executive committee, and the said party of the second part has here-
unto subscribed his name at the City of New York, this 22nd day of January, 1898.

In duplicate.
(Signed) JOHN W. VROOMAN,
F. A. BURNHAM,
GEORGE D. ELDRIDGE,

Ezecutive Committee.
MOTON D. MOSS.

Read in full to and ratified and confirmed by the board of directors, this 27th
day of April, 1898.
CHARLES W. CAMP,
Secretary.
WELLS
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A. Yes, that is a correct copy.
Q. Under what circumstances was this contract of January 7, 1897, made?—A.

Mr. Burnham sent for me——
Hon. Mr. Bfique.—Is it claimed that they are improvident contracts?

Mr. CostEr, K.0.—No, not all the time. It is contended that the contract, after
it was executed, was changed without the knowledge or consent of the executive.

Q. Now, this contract of January, 1897, was drawn by Mr. Burnham, was it ¢—
A. Mr. Burnham sent for me, and I went to his office, and for the first time, he in-
formed me that he had made different arrangements with Mr. Moss, made a new con-
tract with him, taking in or placing under his control the entire United States. He
then produced a copy of the contract drawn up in duplicate, which he handed me,
after explaining the general provisions of it, and wanted me to look over it, and see
what I thought of it. This I did, read it over once or twice, and then I said to him:
¢ Well, Mr. Burnham, this is a very unusual, extraordinary contract, but with a man
of Mr. Moss’s ability and great business-getting powers—at that time I supposed Mr.
Moss was all right, I knew nothing about his personal matters—I do not see any-
thing objectionable to the contract, and I am willing to execute the contract” That
was after considerable talk.

Q. You signed the contract, as a matter of fact?—A. I did.

Q. You say it was not the contract that you objected to? What did you object
to?—A. I never objected to the terms of the contract. I state that emphatically,
because a good deal of a handle is made of it. I take my own share of responsibility
for signing that contract, the terms of which I have never repudiated or criticised,
but what I did criticise was the violation of the terms of that contract.

By the Chairman:
Q. By whom?—A. The violation of the terms of that contract under the orders
of the president. : ;

By the Hon. Mr. Béique:

Q. Does it apply to the first contract, too?—A. No, the first contract was can-
celled.

Q. Did you take your share of responsibility for that first contract as well —A.
The first contract I made myself.

By the Hon. Mr. McSweeney: &

Q. What were the terms of that second contract?—A. Mr. Moss was appointed
general manager of the entire association doing business in the United States. He
was to devote his time to the work. The compensation, giving the different plans of
insurance, was 85 per cent of the first year’s premiums and renewals, upon the second
and subsequent years’ premiums, at the rate of one dollar and a half per thousand
insurance. Upon the ten-year distribution plan, there was only 50 per cent of the
first year’s premium allowed him, and the renewals at the rate of 75 cents on each
renewal, instead of the dollar and a half upon the five-year plan. These renewals
were paid only during the term of his services with the association, and, under this
arrangement, in case of the termination thereof, provided he remained loyal to the

. association and did not write business for any other company or in any other way
connect himself with such company or associationy such renewals were to be paid to
him for five years after the termination of this contract. No compensation or com-
mission, however, to be paid him, and here is what I wish to emphasize—'no com-
pensation or commission shall, however, be paid to you, unless the premium or pay-
ments upon or from which the same is to be allowed, has been received in cash by
the association.’ That was one of the important provisions of the contract. The
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next important one was: ‘The association will advance to you the sum of $3,500 per
week for advances to agents, such sum to be deposited in bank weekly to your credit -
as general manager, subject to your cheque, such amount to be charged to your ac-
count, and to be accounted for in detail, with proper vouchers, whenever requested by
the association.’

Q. That is the way the contract was when you signed it?%—A. That was the
original contract.

Q. Is there anything else you want to call attention to?—A. Yes, there was a
salary of $100 a week to enable him to live upon in the meantime, as he was a very
poor man when he came there and had not a dollar in the world—this hundred dollars
a week was given him in addition to the commission allowed to him in the contract.

By the Hon. Mr. Watson:
Q. You approved of this contract?—A. I signed it.
Q. You approved of it?—A. Certainly I did; I signed it. I was one of the par-
ties who executed the contract.

By Mr. Coster, K.C., Counsel for the Committee:

Q. Who called your attention first to the violation of the terms of this contract ?
—A. When I returned from England a short time afterwards——

Q. When was that?—A. In 1896, about the first of May, or somewhere there. I
do not remember the date exactly.

Q. Who was it%—A. The first intimation I had of violations of the contract, my
attention was directed to it by the treasurer, the Hon. Mr. Vrooman.

Q. The Hon. John W. Vrooman %—A. Yes.

Q. And anybody else?—A. And the auditor, Mr. J. S. Hoffecker.

Q. Would you kindly explain to the committee the terms of the contract with re-
ference to the advances of $3,500 per week: what was required of Mr. Moss, and what
should he have done?—A. This amount of $3,500 a week was advanced to Mr. Moss
against the commissions earned by himself and the agents throughout the United
States. The amow?t was to be charged him, as against those commissions, and when
the premiums were paid upon the policies issued, he was to get credit for eighty-five
per cent upon the entire premium.

Q. He would pay sixty-five per cent to his agents?—A. Or whatever he agreed.
In some cases, he may have paid less, gnd in some more, though I doubt it, and the
difference that would accrue to him on the average probably would be about twenty
per cent, an over-riding commission that he would make on what he paid his agents
and the commissions called for by the contract.

Q. Then he was to get vouchers from those agents?—A. He was to produce
vouchers for the advances to his agents for this $3,500 per week.

Q. Now what did he do as a matter of fact?%—A. Instead of his producing vouch-
ers, as required by the contracts, he made up a monthly statement of the different
agents to whom he made advances, and brought them into the auditor or whoever had
charge of the hooks, and those statements were placed to his credit actually, thus
taking out of the advances which were made him against the entire commissions al-
lowed by the contract—it was placing to his credit all the advances he had made to
the agents, which was contrary to the spirit and terms of the contract, and which
virtually made him a present of $3,500 a week, besides his over-riding commission.
That was the result of it.

By the Chairman:

Q. How long did that last?%—A. It lasted for an entire year—until I got back.
Q. This was during your absence?—A. There was another contract made which
I will come to.
WELLS
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By Mr. Coster, K.C., Counsel for the Committee:

Q. Supposing Mr. Moss had presented the actual vouchers, would it have been
right to place to has credit the amount of those vouchers?—A. Certainly not. The
requirement of the contract that he should produce vouchers was simply a check on
him in the distribution of this $3,500 a week, which was to remain charged to his ac-
count—simply as a check in the distribution.

Q. It was to have been paid in actual cash ?—A. Certainly, on business done by
the agents. The $3,500 was a charge against the whole 85 per cent.

Q. What was the amount in 1897 represented in the statements from Mr. Moss
as having been advanced by him to his agents and with which, you say, he was im-
properly credited ?—A. About $158,000, if I remember right.

* Q- What amount did Mr. Moess actually owe the company at the end of December,
1897, under this contract *—A. I should say there was at least—it would be pretty hard
to tell exactly the whole amount because there was a dispute about certain items, but
I should say, admitting their contention of a credit of $93,000, which T think will ke
explained before we get through, but independent of that $93,000, I think Mr. Moss
owed under that contract altogether somewhere in the neighbourhood of two hundred
and forty or fifty thousand dollars.

By the Hon. Mr. Béique :
Q. When?—A. At the termination of that contract at the end of December, 1897.

By the Hon. Mr. McSweeney :
Q. He owed that to the company?—A. He owed that to the company.

By the Hon. Mr. Béique :
Q. That is the termination of the second contract?—A. Yes. Aside from the
proper credits of the amounts advanced by Mr. Moss to his agents, there were other
large sums of money paid him and charged to his account.

By Mr. Coster, K.C., Counsel for the Committee:

Q. On discovering this what did you do?—A. On discovering-this I went to see
Mr. Burnham to remonstrate with Mr. Burnham and lay before him what I had dis-
covered. After talking the matter over with Mr. Burnham and pointing out the irre-
gular way in which the books were kept, he opened up his desk and produced a con-
tract, first contending that it was quite regular and quite proper that Mr. Moss should
be credited with all the moneys he had paid out to his agents. That was the conten-
tion between us for a little time. We had some hot words about it, and then he pulled
out of his desk what purported to be the original true copy of the contract, pointing
to a clause in that contract, this clause:—

¢ The association will advance to you the sum of $3,500 per week for advances to
agents, such sum to be deposited in the bank weekly to your credit as general manager,
subject to your cheque, such amount to be charged and to be accounted for in detail
with proper vouchers whenever requested by the association.’

Q. That is the way it was?%—A. That was the original.

Q. And when he produced it to you?—A. When he produced the contract in con-
tention of this argument that it was proper book-keeping, and it was quite proper to
credit him with these amounts which Mr. Moss had paid to his agents, the contract
that he presented to me had after the words ¢ Such amount to be charged to your ac-
count,’ the following words were eliminated :—

¢ And to be accounted for in detail with proper vouchers whenever requested by
the association” Those words were eliminated and the following words were substi-
tuted: ‘And remain so charged until’—mark the words—* satisfactorily accounted for.”
Those were the words substituted for, ¢ and to be accounted for in detail with proper
vouchers whenever requested by the association.’
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By the Chairman:
Q. Was the contract that he produced signed by yourself ?—A. Oh, yes.

By Mr. Coster, K.C., Counsel for the Committee :

Q. In order to make that change, were the words underlined or scratched out, or
how was it done?—A. No, the manner in which it was done, and which is admitted
by Mr. Moss to me, and generally a statement made to his attorney

Mr. AYrLESWORTH.—L object 'to that.

—A. (continued) You see the contract was drawn up on three typewritten sheets,
not the ordinary printed form used by the company, but on three sheets. The middle
sheet of the contract was abstracted and the whole sheet written over again and sub-
stituted.

By the Hon. Mr. Béique :

Q. Is that to your knowledge?—A. It could not be any other way. That is the
only way that alteration could occur, by taking out the middle sheet and writing it
over again, which was the case with that contract which he showed me.

Q. The contract which he showed you bore your signature?—A. Oh, certainly,
in three sheets.

By Mr. Coster, K.C., Counsel for the Commattee :

Q. Did you express your astonishment that such a ¢lause should be in that con-
tract?—A. I did, and I said after reading it through—the contract which he showed
me—1I said: ¢ Good heavens, Mr. Burnham, we never signed a contract of this kind.’

Q. What did he reply?—A. He went on contending ¢ Mr. Wells, yes, that is the
contract we all signed; perhaps it was a mistake, but that is the contract unquestion-
ably that we all signed and there we are obliged to give Mr. Moss credit for the
amounts he paid out’.

By the Hon. Mr. Béique :

Q. Had you kept the copy of the contract that you had signed ?—A. Myself?

Q. Yes?—A. No, certainly not.

Q. Then it was from memory that you could make that point%—A. Yes, that
point I was familiar with, I never would have signed the contract as Mr. Burnham
read it. My business was making contracts. I had made some four thousand of them
and I knew my business better than to sign a contract like that. No man in his senses
would—that is as he represented it.

By the Chairman :

Q. The allegation you make is that the copy shown you by Mr. Burnham was not
the original %—A. The copy that he showed me. There were two copies, one made for
Mr. Moss and the other for the,office—in duplicate. I will explain presently that Mr.
Moss’s copy Mr. Burnham got back from Mr. Moss and he had Mr. Moss’s contract and
the office contract, one of which he altered as I am just relating.

Q. Did he not alter both contracts —A. No. He had Mr. Moss’s copy of the con-
tract delivered to him. -«

Q. He had both in his possession %—A. Precisely, he had both in his hands. ®

By the Hon. Mr. Béique :
Q. Let me understarid; you say that the contract was executed in duplicate?—A.
Yes.
Q. And one copy was delivered over to Mr. Moss?—A. To Mr. Moss.

Q. And the other remained in the possession of the president?—A. Precisely.
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Q. And when you had that interview with the president he showed you the dupli-
cate which he had kept?—A. One copy of the contract, because they were both pre-
cisely alike. He showed me one altered.

Q. You claim that the one he showed you had been altered?—A. Yes.

Q. To the extent you have mentioned —A. Precisely.

Q. Did you at the time refer to Mr. Moss?—A. I did later.

Q. How long after%—A. Some time afterwards I had a talk with Mr. Moss. I will
tell you the circumstances if you like. :

Q. How long after —A. It was some time after I had left the association that I
met Mr. Moss.

Q. But from that time until the time you left the association you never referred
to Mr. Moss’s copy of the agreement?—A. Not at all, I never saw him. I was not on
terms with Mr. Moss at the time, but I knew perfectly well there had been an altera-
tion of the contract, which I shall confirm, in my opinion, later, substantially.

Q. You think the change to which you called attention changed the meaning of
the contract %—A. Oh, certainly. It is so admitted by lawyers and everybody else who
have looked at it.

By Mr. Coster, K.C., Counsel for the Committee :

Q. Perhaps you had better explain to the Committee what you say is the difference
in the effect of them?—A. Take the contract as originally executed, the amount of
$3,500 per week was to be charged to his account and remain charged, but it was to be
accounted for. It was the duty of the company, under the contract, to say to Mr. Moss
¢ What have you done with that $3,500 2 Have you distributed that properly %’ Mr.
Moss was to produce the vouchers from the men to whom he had advanced this money,
showing what he had done with the $3,500 a week, which was to be charged to his ac-
counts. Now with the elimination of the words ¢ and remain so charged until satisfac-
torily accounted for,” the word ‘until’ decidedly says it is to remain charged until a
certain time, until it is accounted for, then it is to be taken out. In the altered form
it was to remain charged until an event happened, that event was ¢ satisfactorily ac-
counted for.

By the Hon. Mr. Béique:

Q. Where was this copy of the contract that you produce taken from?—A. That
was, I think, produced upon a trail first, and a copy made from that. This particular
one I received. They were placed all before General Tracy, and after the case was
got through with, all the papers in his hands were handed over to me.

Q. Was this copy which you produce made from Mr. Moss’s copy or that of the
president—A. That of the president. This is a copy of the president’s copy, the
original contract.

Q. Then how is it, as you claim, the clause read ‘and remain so charged until
satisfactorily accounted for’ that these words are mot found here?—A. You do not
suppose that Mr. Burnham ever furnished the superintendent with the altered con-
tract. He produced the original. He had two contracts, and he produced the ori-
ginal to the superintendent. When I called the attention of the superintendent to
the altered clause, Mr. Burnham was aware of it, and he gave the superintendent the
true copy. He did not give him the altered copy, the one he showed me on my return
from England, but he produced to the superintendent the.original copy, which the

@superintendent brought to me and we examined it carefully as to the change. I tell
you I was a little staggered that the change was not there, and it was mot until I
learned that Moss’s contract had been given up to him that there was a solution of the
whole thing.

Q. I want to give an opportunity to remove a difficulty that there is in my mind;
I understood you to say that there were two copies of that contract?—A. It was in
duplicate.
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Q. Two original copies?—A. Not two original; there was the original and a
duplicate. :

Q. The contract was executed in duplicate?—A. Yes.

Q. And you said one copy remained with Mr. Moss and thesother with the pre-
sident?—A. For a time.

Q. And you claim that that of the presuient was altered when you saw it?—A.
The one he showed me.

Q. He had only-one?—A. The other had been returned by Mr. Moss. Mr. Moss’s
copy he had got back, so he had two.

Q. Then this copy which you filéd, instead of being made from that of the pre-
sident was made from that of Mr. Moss, that is what I understand you to say —A. I
do not know which one.

By the Chavrman:

Q. You say this was made from a copy that was proauced in court?—A. Mr.
Burnham gave the Superintendent of Insurance one of the copies; that is the true
copy. Now the Superintendent of Insurance, upon being called upon to give certified
copies of the contract which Mr. Burnham gave him furnished that. That is how
this originated, which the lawyer had in his possession in making out a petition.

Hon. Mr. Bfique.—With a view to shortening the issue on this point, may I ask
if it is admitted that the contract as executed read as in the copy which has been
produced to-day? I see that the copy produced yesterday is the same?

Mr. AYLESWORTH.—It is claimed that there never was a change of any descrip-
tion.

WirNess.—When he was found out he substituted the true contract.

By Mr. Coster, K.C., Counsel for Committee:

Q. Were you ever examined before the Department of Insurance of New York
on these charges?—A. Never. :

Q. When Mr. Moss came there to New York. You say he had not any money?—
A. He had not. He was quite poor.

Q. After he got this contract, did he show evidence that he had means at his
disposal >—A. I should say so. Vanderbilt was not in it, or anybody else in New
York so far as I know.

Q. State shortly some of the evidences of it?%—A. Mr. Moss gave evidence of the
greatest luxury that a man of Vanderbilt’s wealth could only do in his manner of
living and display. Take for instance his livery. He had at least nine horses, to
my knowledge, and he had an opera omnibus.

By the Hon. Mr. Domwille:

Q. What is an opera omnibus?—A. For going to the opera. He had one of them.
He had sleighs and magnificent robes and livery and took swell apartments at a very
expensive hotel, Hotel Majestic of New York, and all the evidences of a nouveau riche
he displayed in a most extravagant way.

By the Hon. Mr. Béique:

Q. What amount did he derive from his contract as it should have been inter-
preted; what amount was he likely to derive?—A. That is if the contract had been
carried out?

Q. Yes?—A. He should have made a very fair profit, but not a great deal.

Q. About how much?—A. If the provisions of the contract had been carefully
carried out, it is hard to say what he should have made under the circumstances, be-

cause the business did not continue.
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Q. During 1897, how much did he make from his contract?—A. From the con-
tract, if properly carried out, I do not think he would have made anything at all. I
think it would have been pretty evenly balanced the way he was doing it. He was
giving the agents money and allowing them to keep all the commissions
and he could not have made much money out of them. They not only got the ad-
vantages, buf they retained the commissions as well,

By the Hon. Mr. McSweeney :

Q. Your contract would have been a good contract for him?—A. Yes, a very
good contract, if carried out; and if Mr. Moss had made his agents come to time and
returned the commissions in cash against which he had made advances. Mr. Moss
had a very good and very fair contract, but they kept the commissions and advances
both.

By Mr C’oste‘r, K.C., Counsel for the Committee:

Q. When you say they kept the commissions, is that another violation you speak
of —that the agents’retained all the commissions?—A. Yes, in some cases they did.
In some cases they kept 65 per cent and returned 35 per cent to the company; but in
the majority of cases they retained the whole 65 per cent and the advances made by
Mr. Moss to them. What they should have done was to return the whole premium,
having received advances from Mr. Moss in excess of those premiums they were re-
ceiving at«the time, so all those commissions should have come back to the company
and that would have recouped them for those large advances to Mr. Moss.

Q. And that would have been properly credited to Mr. Moss against these ad-
vances —A. Certainly.

Q. What you mean by this contract, as I understand, was Mr. Moss was bound
to give vouchers for distributing to the agents in the first place to show that he was
not keeping it himself, and then that was to remain charged to him until the agents
paid it back in cash?—A. Certainly.

Q. But as a matter of fact, under this contract, the way they worked it they
allowed it to remain charged to him only until he gave the vouchers, and then they
wrote it off ——A. Yes.

Q. So they gave him credit without getting any money?—A. Yes, in many cases.
In other cases the agent not only retained his commission, but the entire premiums
and when they sent in accounts Mr. Moss was credited with 20 per cent, his over
riding commission upon the premium, without the company getting a cent and then
retaining everything.

Q. What would that make the cost of the business?—A. In cases of that kind it
would make the business 100 per cent and the twenty per cent.

Q. And the advances in addition?—A. And the advances in addition, that is in
cases where the agent retained the whole of the first premium.

Q. You say Mr. Moss owed the company how much altogether %—A. I should say
that Mr. Moss, on determination of that contract, owed the company at least two
hundred and forty or two hundred and fifty thousand dollars, if the account had been
properly made up.

Q. When was this contract cancelled do you know?—A. This contract was can-
celled early in 1898,

Q. January 18987—A. Yes, January 1898. :

Q. Did you sign this new contract?—A. I did not. That was made while I was
in England.

Q. What were you doing in England?—A. I was there on business of the com-
pany.

Q. For how long?—A. I was there I should say about ten months. I left New
York in 1897, early in June oruJuly and I did not get back until 1898, in May I think.

Q. Have you read that contract?—A. I have read it. I read it at the home

office. I have not had it in my possession lately.
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Q. In what respects did it differ from the previous one—A. It differed in a few
respects. In the first place the advances were reduced to $2,500 a week instead of
$3,500 a week.

By the Hon. Mr. Béique:

Q. I see the $3,500 per week was reduced to $2,500%—A. Yes, and there are
other important changes in it.

Q. It read in the same way ¢ Advances to agents’?—A. Exactly. There is an
amount retained of his commission by the association which was not in the other.
f The compensation to be allowed said party of the second part shall be an overriding
commission of ten per cent of the first year’s premium received from and after the
commencement of this contract, upon business secured in the United States under’ the
different plans. Here is the point T wish to get at—‘ That of the aforesaid over
riding commission of ten per cent upon the first year’s premium the said party of the
second part shall be paid five per cent, or one half thereof monthly, in accordance
with monthly statements to be rendered to said party of the second part, and approved
by each of the parties hereto, and that the remaining part of said overriding com-
mission of ten per cent shall be held by the said association as security for advances
made to agents under this contract, and be allowed and paid to the party of the se-
cond part only to the extent that such advances are secured and covered by the de-
ferred commissions and renewals of agents to whom advances may have been made,
based upon a three years purchase” I contend there is proof of what the intention
was in the former contract as to advances being charged directly to his account and
remain charged, because there they make provision for getting back a portion of
those advances, one half of ten per cent or five per cent to be applied to losses of
agents to whom he would make advances.

By the Hon. Mr. Béique:

Q. They made him guarantee advances?—A. Yes, out of the commission.

By the Hon. Mr. McMullen:

Q. What moneys were those advances made out of? Were they assessments on
policies —A. They were made out of the general funds. They must have come out
of the dues account of the funds of the company. I would not say they were taken
out of the mortuary moneys. They were taken no doubt out of the dues aceount.
The dues account is an account if there was any excess over expenses they could be
applied to payment of death losses, but that never occurred in the history of the com-
pany, as far as my knowledge goes, but that wag the provision made, I think, in the
constitution and bylaws that any excess of the dues money should go to the mortuary
account.

By Hon. Mr. Beique:

Q. Had you anything to do with the making of the third contract?—A. I was in
England at the time.

By Mr. Coster, K.C., Counsel for the Committee:

Q. He got $1.50 per thousand on renewals?—A. Yes.
Q. Was the contract carried out?—A. It was not. There was a very important
violation of that contract. f
Q. In what respect?—A. Instead of confining the advances to $2,500 a week, as
provided in the contract, the advances under the old contract were continued of $3,500
a week, until about my return, or just about before I came home. They paid $3,500
altogether that was abrogated and $2,500 should have been paid.
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By the Hon. Mr. Watson:

Q. What is the difference between the dates of the contract?—A. More than a
year’s difference, and it was kept up I think for several weeks after the execution of
the contract.

Q. That is contract No. 3%—A. Yes, contract No. 3.

By Mr. Coster, K.C., Counsel for the Commaittee:
Q. I think the letter of John W. Vrooman has already been put in evidence?—A.
Yes.
Q. These are some of the irregularities that Mr. Burnham’s attention is called to
in that letter %—A. Yes. :
Q. Did any others than Mr. Vrooman and yourself call his attention to irregulari-
ties —A. Yes, the auditor, Mr. Hoffecker, sent him the following letter : (Filed as ex-
hibit No. 24.)

Aprrin 22, 1898.
F. A. BurnuAM, Esq.,
President.

DeAr Sir,—I cannot conscientiously make the adjustments called for by the en-
closed orders, while the accounts involved are in their present condition.

If such protest should terminate my connection with this association, this letter
will serve as my resignation. ’

I have always endeavoured to follow your early instructions to me: to act without
fear or favour; and in this instance, feel that I am but strictly adhering to my duty.

Yours very truly,

J. S. HOFFECKER,
Auditor of Accounts.

Q. Is the letter now produced in Mr. Hoffecker’s handwriting and a copy of a
letter he sent to Mr. Burnham?—A. Yes, that is upon a particular matter which I will
explain.

By the Hon Mr. Beique:

Q. Have you any means of tracing what the enclosed orders were ¢ A. Yes.
The orders there that he refers to were a matter of commission claimed by an agent by
the name of Halsey. Under the metropolitan contract, the first contract, it seems Mr.
Moss was paid the entire commissions including and due Mr. Halsey on business that
Mr. Halsey had secured. This commission he did not allow Mr. Halsey and did not
repay him. Mr. Halsey handed over the entire cash to Mr. Moss, which Mr. Moss re-
tained, paying the company, I suppose, the twenty-five per cent or whatever the dif-
ference was between the conditions allowed under his contract and one hundred per
cent. Advances were made to Mr. Halsey amounting to about $8,000; advances and
balances due him $8,000-

By the Hon. Mr. Watson:

Q. By Mr. Moss?%—A. No, but by the company. At that time, under the first con-
tract, Mr. Halsey claimed there were three thousand dollars commissions on business
which he should have credit for, thus reducing his account from $8,000 to $5,000. Ac-
counts were brought to Mr. Hoffecker to ¢ O.K.” for this $3,000 and charge the amount
to Mr. Moss’s account. This the auditor refused to do. He said, ¢ we paid already the
commissions upon this business to Mr. Moss; therefore, I object to paying it over again
or crediting Mr. Halsey with commissions, which will be equal to paying the commis-
sions twice.” The matter was referred to the president- I think we have an affidavii
from Mr. Hoffecker relating the whole of the circumstances. The matter was referred
to the president who took the ground that Mr. Moss’s account ought to be good for it.
Mr. Hoffecker took the ground that he did not think it was, and that he should not
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audit those accounts in that way. That is what he refers to. Subsequently I saw the
account myself. The amount was credited to his account, and at that time he had his
account showing a balance of $5,000, while the books showed $8,000. They did not
pass the credit on the books, although, in his account, they did give him credit for the
$3,000, irrespective of Mr. Hoffecker’s protest.

By My, Coster, K.C., Counsel for the Commaittee:

Q. At page 10, section 2, of the statement submitted to the Senate by the com-
pany, it reads as follows:—

‘In the matter of the letter of one Hoffecker, formerly a clerk and one of the audi-
tors of the company, it is sufficient to say that he was discharged from the employ of
the company for an attempt to extort the very large increase in salary by threats
against the management, and in this discharge Mr. J. B. Wells participated.

What have you to say about that?—A. That is entirely incorrect,

Q. I call your attention to these documents—tell me what they are?—A. This
first one is a copy of a letter written to me by J. S. Hoffecker, as chairman of the ex-
ecutive committee.

Q. Inclosing a copy of his resignation sent that day to the president?—A. Yes.

(Filed as Exhibit No. 25.)

MutuAL REeseErvE BuUILDING,
305, 307, 309, BroapwAy, NEw York, July 9, 1898.
J. D. WEeLLs, Esq-,
Chairman Executive Committee.

'

DEar Sir,—I herewith inclose a copy of my resignation which I have this day
sent to President F. A. Burnham.
Yours very truly,

J. 8. HOFFECKER,

MutuAL RESERVE BUILDING,
305, 307, 309 Broapway, NEw YORK, July 9, 1898.
F. A. Burnuam, Esq.,
President.

DEAR SiR,—I hereby tender my resignation, to take effect at once.

Our ideas of common honesty and integrity of management which pledge us to
the members of this association, are so radically different, that, possessed as I am of
the personal and positive knowledge of so many questionable transactions which have
been approved by you, I cannot and will not be further connected with this associa-
tion under your management.

Yours truly, .
(Signed) J. S. HOFFECKER,
Auditor of Accounts.

Q. Would you kindly explain to the members of the Committee what you did
when you received this letter of Mr. Hoffecker’s, resigning?—A. Mr. Burnham re-
ceived that letter and called the executive committee together. There were present
Mr. Eldridge, Mr. Burnham, myself, and I think—I am not quite certain, but I think
—one other member, Mr. Harper, a brother’ of the late president. I think he was
present. The committee were convened, and he read this letter of Mr. Hoffecker’s
and was very much exasperated, and, of course, denounced him in every way he could
for writing a letter of that kind, and instead of accepting 