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The Convention tnet according to notice at 10 o'clock
AM., on Wednesdey, Angnst 20, at the Stillman House,
Cleveland, 0., President Merrill in the Chair. Owing to the
absence of the secretary, who was detaived en route, the
Convention took a vecess until 2 o’elock. On reassembling,
the president said @ — '

GeEsTLEMER OF THE CONVENTION : — Wo may congratnlate oor-
selves pon the pleasant aoapioes under which we assemble.  This
is practically our © freedom day,” beiog the lwenty-firet session
of this organization. Sorely, as we torn back the pages of the
record of thiz period, we can tveview the resulis with no little
safisfaction. Twenty years ago the business of insurance, cape-
olally in the life department, while not exnotly in its infancy, had
experienced but a modest growth; there was little usiformity in
the methods of official superviaion or even as to legal require-
ments, and each departmauq had & series of blanks differing from
every other, necessitatiop the preparstion by the companies of
special nonual reports to esch one of the States requiring sucl &
return to be made. Within this period the busincss of fire insur-
ance has been enlarged, simplified wod strengtheved ; and that of
life insurance has grown to mwervellous proportioos, to o magni-
tude beyond the most extravagant dreams of ite promotera in the
year when this Aesceistion was formed. Our organization has
not only afforded the means of a beiter pevformance of our
duties, through tbe advaniage of mutual sequaintance and the
interehange of ideas, bul its direct practical result in the one
direction of making clear, deflnite and uniform the blaok forms
in nse has been of incalculable beuefit to the companies, the
department and the publie. To-day in this country no business
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over which there is offieial supervision or control approaches in
ite magnitude aod importance that of insurance, and ne other
comes so close to the Lomes and hearth-stones of the people of
all classes and eondilions. There e wo antagoolsin between the
interests of the losuraove eompanies and the interests of the
ineured. What ia, in the brond and comprehensive scnse, wisest
for the one, is best for the other; and the duty of those at the
bend of the varlous insursnce depertments is slike to foster and
strengilen oo the oune haod, aod to guard and protect on the
other. Bolieving fully in the usefoloesa of these gatherings, I
trust the meetings of the futmre will find every department repre-
sented,

The roll of Statea wga then callad by Becretary Lupm;,
the following responding : —

Colorads. — L. B. SwaNseck, suditor.

Mizgouri. —C. P. Hirmurr, superviotendent:; A. F. Hamvywr,
actuary.

Muassachusetis, — Gro, 5. MrkrrLr, commissioner.

Connecticut. —J. H. Brracoe, actoary.

Deebraska. — (. B, AvLax, depnty aaditor.

Koansas. — Jawms Binurxasizs, deputy commissioner.

Kentucky, —J. A, Coons, acluary.

Rhade Islond. —E. W. Brorrvms, anditor.

Ghin.—W. H. Kuvozr, superintendent; J. A, McEwsx,
deputy superintendent.

Peunsylvanie, — Gro, B. Lueen, deputy commissioner.

Wisconstn. — Puivie CHEEER, JR., commissioner.

The Prestpest. Committees of the varlous insurance
companies in this city, in accordance with the custom of
previous years, have invited the members to accept of some
little entertninment at their hands. The fire underwriters
suggest that we take with them a drive about the city, and
they would like to meet us at 3 o’clock to-morrow for that
purpose. We also have an invitation from the life under-
writera to a lunch, and they suggest 7 p.M., to-morrow.
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The iovitations were scceptad by a4 unanimous vote.
On mation, the papers prepared by members were read,
the first being that of Mr. Sprague of Connecticut.

Varvariox or Porrcres oy Iksvmawoe DEranrMents.

My purpose herein i t0 bring into clesr view certain prevalent
errors in the valuation of pelicies, to exhibit their magoitude, and
thereby Lo show the meed of comection. .

Ope of the fundamental methods of valutug a policy is to ascer-
tain the present worth of the benefit, and from it deduct the present
worth of all the net premiums to be paid by or for the poliey. The
remainder 18 its value. It is obvioas that the value of the benefit
{which is the net single premium) is preater the shorter the inter-
val doring which payment ia deferred, a2 in the case of any other
contract for the payment of meney. Again, if the premium be
payable oftener than once & year, the mors frequent the payments,
the greater will be the probability of the insurer losing Lalf a year's
preminms in the year in wlhich the life fails. To make up for this
probable loas, the premium mnst be Inereased, and the policy-value
will be inereased eorrespondingly.

Beariog these thlogs in mind, the tact way be perceived that, if
& mortality table nod A rate of interest e presoribed, the valoe of
& policy will depend upan two thinge, and two only; viz., the
terms of the payment of the beneft, and the terms of the payment
of the premium. These two variables wholly determine the policy-
value, therefore striet regard musf be paid to thew, if correct
results are’desived. Wherein doe regard for one or both of these |
components of value is neglected, is now to be sliewn.

Forty or fifty years ago. polivies by their terme beeams dus and
payable at the end of the policy-years im which the assured sever-
ally died. Approximately this period weuld, on an average, be
six months after death. Upon this basis the pet premioma and
the values of policies were then very properly computed, and the
valuation tables made up which arc in use to-day. Since that
date, however, the time of payment has been changed and redoced,
from six to fonr months after death, from four to three, from three
o two, aod from fwo to zero; the costom having become general
to pay elaims immediately wpon receipt of proof of death. Thus,
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by modern practice, the insorer loses six monthe' interest on the
reserve, which onder the original practice he wonld have received,
and, indeed, must have reoeived, in order that the policy might be
full and eotire at maturity. To make up for this loss, the net
preminm must be inecreased corrcapondingly, and increased pre-
miom gives a lirger polioy-value,

Notwithstanding this reduction of six months I the time within
which death-clalms become payable, insurance departments and
offices eontinoe to value policies the same as if no such change in
terms bad occurved, aod jnat the eame as they would have donme,
or did, forty-five years ago. Note the effect on policy valnes.

At the opeolog of a policy, the initial value is the premivm then
paid. The following tabulation exhibita, in coluim marked (1),
the annual preminm customarily valued, beieg the premium for a
policy of $10,00) payable at the end of the poliey-year of death;
in column (2), the troe premiom for the poliey of practice, pay-
able at death ; in colomn (3}, the difercnces between the premi-
ums in {2} aod those in {1} ; and in cclemn {4}, the percentage
of exeess of (2) over (1} abt lhe severnl nges specified. The
.experience table of 1542 and four per cent. interest are presup-
posed, and net {or eost} promiums only are dealt with.

TaprLe 1.
—_— e T
(1) m R .
EATRT AGE, Iqemiven nowe | Proe Fremlom | 1vfersoces of | Ef;;,‘: 5."
wakbuwed. ar Value, . £2) aud (1) 1 ¢ over (1.
14, bl 205 $106, 366 §2.070 1.88
20, 139,514 153, DE2 2.56Y9 1.48
i 1{ M. : . i 164,720 173, 086 3. 306 1.98
40, . : ' F SRE.TT0 241. 4659 4,604 1.98
a4, ST LTHT a6, BT 7100 1.98
Gl 576562 ! LT L L 11.454 1.94
T, = i OW2. 027 1 1,001 .6098 10,4671 2.0
80, 1,760,979 B i wHTT6 2.03
u, . v . Lo dGas EeE ) 8,710,038 ThH.65H4 .11
4a, . ' ' L 8827181 6,060,581 183,400 2.25
8, . . .. I 9615.385 | 9.860.819 | 245434 | - 2.55

These are the initiol or starting values immediately after the
firat premiums are paid. From age ten to age fifty, inclusive, the



PROCEEDTNGE. 9

true premium exceeds the premium upon which the usnal valnation
tables are based by 1.08 per cent., which is six mounths’ eompound
interest, where the effective ampual rate I8 four. The excess
ranges from 1.98 to 2.55 per cent.

These are the initial diferencea, As the dumt.mn of o policy
ingreases, the origiosl difference in valne incresses. Let us see
how much, by teking a policy of $10,000, issved at age thirty-five,
which is about the average age of entrants, and noting the valne
at the end of ten, twenty, thirty, ete., yenis' duration. The
initial difference ia 1.99 per cent.

Tantz 2,

DURATION.. o 1w Re | Be 40 L1 . &0 i e
Troevalmes, . ., $LA606E @A01 d3le4sas !e-ﬂ,ﬂﬂ'-! S5/, 05 T 000 1 $10,200 07
Valuen ba wogus, . . L350 12 8008 47 4046 3!| 8,000 10| 7,835 nal B,075 BS: 10,004 00
THffcren: i B35 JA A0 0L hod 030 RlA1 D4 41@ m w:u '!I B2 07
Um'emnm ot sett., . 1.8 1w . 4.0 2.4

The perceutage of exeess corresponds with the rate at the age
altained in the preceding table,

From the foregoing it appears that, by the methodas in general .
uae, asanrance policies are nndervalued by about two per cent. ;
and this rule holds good whether the gesurance be for lfe or for s
shorter term, immedinte or deferred, and whether the preminm be
single, limited to a fixed nomber of payments, annwval, or more
[requent.

Endowment sesuranees, however, ave not affected to the pame
extent. These being a combination of temporary assurance and
endowment, the endowment portion is eorrectly valued, and the
undervalustion applies ooly to the temporary assurance part.
Theae policies probably average to mature, as respecta the endow-
ment, at from age sixty to age sixty-five. Now the preminms at
ages thivty, thivty-five and forty, for policies maturing respectively
at sixty, sizty-three and sixty-five, is about cne-half of it for the
assurance and one-ball for the endowment. Therefore, it i fair
enough to say thai endowment assurance policies are, on an aver-
age, undervalued about one per eent,



