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poliey bolders as to the amount of note indebtedness, and o make for the i
being a convietion in their minds thet what had been promised as to < dividen:
cancelling potes ™ was being realized.

In conclusion, I report that on the day the receiver was appointed—Decemb
14th, 1876—there was outstanding 9.543 policies, covering $21,000,000 of imprie-
ance. Of these policies there were 4751 on which the premiums were payaiio
entirely in cash, and the remainder were on the half note system,  The actual cons

dition of the company wes as follows

ASBETA.
Real eatate over and above TneamBranees ... ...ocoov coreeeonocianon o111 0
Bonds and mortgages . .......0.- i a s s e SRE e LS R

ST ERE ARD BONDS.
Par Value, Market Valne.

U. 8. currency 6, reg:aterﬁl N . - Y] $306, 600

104005 i o . X T30 81,000

S-20r= xip g i 000 T4 B30

Sonth Carolina 1808 bonds .. ... 0. .. ...... 28,750 14,530

City of Bayonne, N.J., % ... .4 ik gt 1,000 1,000
ORRY . o v o o o e B 2105,75) FRT 050 207,050 (N
Preminm m:.tu. and loans on [m]um ain !'r.r-:{_ ........... 1,441,412 035
Cash in hank . cHuEEE . . i ey al it 2 168 52
Net uumllm,lul nnd ﬂ.-_n.-'"rml p'ﬂn [ T n e i e LN
Total available assets | ' . 2,000,950 35

#0f this amount $12,000 is i]L'pclEl ul ill l*hila:h'lplnu. :mrl ﬁ‘ Uﬂﬂ in ‘I[Ineﬂ'n Ohio, '

as security for the appeal by the egmpany in two contested snite for death claims.

LIABILITIES,
Xet value of policies in foree ... L e T D
Unpaid endowment claime, less noted n.ml Immn .......... 41,005 o4
death claims, o SRR R e LT
Miscellameons SO .. ..ov oo arms i adecian anmrannrars nraansisanns 1,607 41
Total liabilities ...... A e e e ek e T TP
Dedtelency as regards policy I||'r]1]1 Fh. P 1 e o i ]

All of which is respectfully submitte .|- .
Jomx A, MoOain, Prepuly Supt.

" EVENING POST" BUILDING,

P. 0. Box, 484. 206 Broadway, New York.

Claims against the “Security ™ and other defunct companies adjusted,
progecnted amd collected.

Life Insurance Intelligence Bureau,
CHAS. J. HARTMANN, Manager.

The Seeuriy Life Tnsuanee and Ammaity Go

REPORT
OF THE INSURANCE SUPERINTENDENT.

g

Areaxy, January 15th, 1877,
To the Honorable WILLIAM SMITH,

Acting Superinfendent of the Insubance Deparinent:

The undersigned begs leave to respectfnlly report, that under the provisions
contained in your appointment, No. 361, dated November 28th, 1876, he has
been engaged sinee the date mentioned, an-l: np to the present time, in making
an examination of the afirs of the Securityl Lifo Insnrance and Annnnity Com-
pany, of the city of New York. I

I regret the necessity which compels me 18 relate at length the canses of the
compeny’s insolvency, but the last sworn stabement of ite officials as of Decem-
ber 31at, 1875, showing a surplus of ﬁlﬁ,lf, in eomparison with the presemt
deficiency of £2,053,%24, makes it & plain dn
partment a statement of the chicanery and frind that charscterize the previous
cxhibits of the company. Commencing withf the first item in their report of assets
in the last statement made by them, 1 find real estate returned at o cosi value over
and sbove incumbrances of $460,875. Thiz amonnt covers two plepes of property
in the city of New York—one being the cpmpany’s building, 51 and 33 Pine street,
the other, 44 63-100ths acres of land at Williame Bridge, and forming o part of the
torritory recently annexed to New York i:‘unmy, The firat mentioned pece was
parchasced in 1875 for £150,000, S50, (00 l|ld.':i|'l|.:' paid in eagh, and the balance remaining
as a mortgage, The second piece was u.wﬂuiml in 1508 by certain officials of the
company out of thelr private, fands, and glven by them as a gratuity to their insti-

o place on the records of the de-

tution, in December, 1874, to enable it to fnake a showing of acceptable assets, on
acpount of the disallowsnee in that categary by the depariment of ** agents’ balan.
ees"and “ commuted commissions,” to the extent of #218,00).  One hundred and
ten thonsand dollars (£110,000) of those 1:||1m1m||:tul assets were closed ont to this
item of real estate, making the apparent l|||tu] cost of the same $190,000, instead of
#0875, as sworn to by the officers.

In relation to the last named prupq_rn:\!, I degire to state that the deed to the
company, although properlyexecutaod, ]]:'.ljljl.l."n'cr].lt:ull placed on record in the clerk’s
office nntil atter my examination had hw.'[t commenced, and at my suggestion,  Of

the sum that was paid by these officials in|their private capacity on the original pur-

IS
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chase of the property, I find that a portion was obtained from the company on
certain mortgages, and that said mortgages were released and discharged of record
during my investigation without payment to the Company of the principal sums.
These facts I have made known to the receiver, Hon, W, H. Wickham—now in
possession—who will undoubtedly take proper action as to the legality of the
transactions.

Regarding the value of these two items of real estate given hereafter, I retarn
the company’s building at its cost value in 1873 of 880,000 over the 100,000 inewm-
brance, and the Williams Bridge property at 31,31, as reported by the department
Appraisers,

The next principal ftem is that designated “stocks and bonds owned by the
company,” and reported in December, 1875, at $571,000, par value, and now asecr-
tained to be 2195750, Ifind a discrepancy of $875,230 accounted for as follows :
£80,000 of the bonds were sold, and the proceeds invested in morigages : $126,000
were disposed of, or rather returned, to Francis T, Walker & Co., of New Yok, from
whom it i= alleged they were bonght—but, if bonght, were never paid for; and the
balanee, #13D.250, was converted inte eash to pay the Iosses and expenses of th_v
vear over and above the income—the receipts being $705,603.43, and the disburse-
ments $853,016.28.  The bonds held by Walker & Co. (the senior menber being o
director in the Security, and nlmirnﬁ]: of the finance committee), I find were never
in the company’s possession ; but k;-hl by the firm mentioned as collateral for the
unpaid purchase money—aeven pee cent. being charged for the loan, and the com-
pany eredited with the interest thaf the scenritics produeed, which was never more
than 6 per cent., and in the cas2 of the District of Co'nmbia bends, but § f5-100ths
por eont.

The bonds * purchased” in this way were reported as being absolutely the prop-
erty of the company ; but no statement was made in the labilities of the borrowed
money that contingently placed then as * asseta™ in the sworn report of the pros-
ident and seeretary. \

The next item where my examindiion revealed s discrepency between the
statement as made to the department a”rl the facts a8 T found them, was the refurn
of ** cash in bank and office, £205,708.64."

At no time during 1575 did any auch | balnuee exist a8 an asset of the COmpany,
nor has it existed as snch sinee. |

By including the receipts up to the 200k of January, 15876, the books were made to
show & balanee of £35,708.68 ; but a8 o matter of fact, it is donbiful if at any thme
during the period mentioned there Wus|ulw-h:ul‘.h of that sum subject to the check
of the officers.  To the foreed exhibit sbove described, £150,000 was added to * give
a good appearance to the statement,” : .“H'lll}:ll the credit had no fonndation in fact,

and involved deliberate pecjury on lhj]mrt of the company’s officials in swearing
to it, i

As to the item of * uneollected and ddferred preminms, $770,120, I have no doubd
that the snm was in excess of the proper amount by at least $600,000. I come to
the conclusion after ascertaining from llr..' schedules giving these items in detail,
and prepared during the examination, that at the present time $138,510 is all that
is now ontstanding, and that on DbL'l'LL+.H.'1’ 81, 1875, £150,000 wonld be & generous

3

catimate of the same, considering the company's method of cancellation, its annual
return showing a large number of revived policies.

T the four items given above are described the frandulent assets of the com-
pany. The exhibit of preminm notes and loans being nearer correct than any
other of the principal sums comprising the statoments heretofore made.

Mis-stating the assets in the manner detailed necessitated a false return of the
ineome and expenditures, and accordingly s fictitions eredit of preminm receipts to
the smount of $350,000 was made and sworn to falsely, to cover the incorrect
refurns of real estate and cash, In disbursements the interest pald on borrowed
money was retarned as * cash dividends paid policy holders,” to avoid answiring
the inquiries that o true oxhibit would have fendered neecssary. Quite a large
amonnt of salaries and advertising expenses ware also returned as paid for * sar-
rendered policies,” to prevent the criticism that s proper showing of exponses
wonld have provoked. :

I find also that the mortality of the company was excessive, and to conceal the
fact lorge amonnts expended for death losses were carried annually into expenses
a8 ** paid for forfeited policies.”

The preparation of the premiom loan sud note schedoles andd the data for valne-
tions of policies, devolved upon Messrs. Ballard, Holmes and Croes, whom yon
detailed to assist me in the examination. On sgeount of the frandulent condition
of the actuary’s books, these gentlemen were obliged to check each policy from the
ageney registers, which required five wecks of carefnl and arduons labor.

Nine hundred and cighty-ome policies, with a reserve of 548,800, were fonnd
umrecorded on the valuation books, which had been annmally prepared by the
setnary of the company, Ii. L. Case, Jr., and affirmed by his affidavit to contain
““ @l the policies in foree, with the necessary data for the valnation of same.”

‘ Doring the year 1873, a scheme was set on foot by the officers to induce the
parties holding policies from the carlier years of the company’s existence—and
attached to which wore large reserves—to relinguish the same, aml receive in
exchange similar policies having new dates of issue. The latter were retnrned to
the department without any statement of their being continnations of old con-
tracts, several hundred thonsand dollars of reserve being thus cancelled each year
since ‘the date mentioned. Thizs method of reducing the liabilities became so
practicable in the minds of the officers, that cach December they would canse to be
written large numbers of these * substitute * policies, report them on January 1st
as actually in foree (marking off the old), and send them ont in the ensning vear to
take their chances of seceptance or return.

Preminm note and loan policy holders have been duped for several years by the
form of receipt given when their promimus were paid as to the amount of their
indebtedness npon sald notes and loans, To cxplain: A, holding a wote policy
with liens against it to the extent of #100, the interest being payable in advance,
was notified to pay bis cagh promium, with an additional amonnt of #.20 for
intercst om notes.  This latter sum would indicate, at 7 per cent. interest, 260 prin-
cipal outstanding, and he concluded in consequence that 40 of the notes had been
cancelled by profits. Tt is now ghown that o small dividend was declared on note
and loan policics, and applied by the company in reduction of interest to deceive the
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prrlcz OF THE ‘ﬁsczwz:-;__or /;/

THE SECURITY LIFE INSURANCE AND ANNUITY Co.,

Nos, 31 & 33 PINE STREET,
New York, July I10th, I877.
To the Policy Holders and others in interest: ;

The many inquiries daily received from the disappointed and deceived policy-holders in this Company, who are
naturally impatient at what, to them, seems long and unnecessary delay, has prompted me to present yon this general
statement of facts.

When in December last T was appointed Receiver of this Company, I found it not only insolvent, bmt its affairs
generally in a deplorable cnmlil-iﬂn—{'ﬂmm disputed for the purposes of delay—Policies caneelled on the books that were
entitled to recognition—accounts that had no real existence stated as a part of the assets—its real estate encumbered by
mortgages, and a large pro ortion of its nssets in’ preminm notes and losns on Policies, To bring order out of chaos
has been a labor of time and of continued patient plodding. The condition of the Company, as far as ascertained, is—

LIABILITIES,
Death Losses (Net), r 3 3 i : ; . * $219,780 32
Matured Endowments (Net), . : 2 . “ . : S8,300 322
Value of Annuwifies, T2,000 00

Reserve Value of Erxisting Policies, . . . . . 3831357 00
: $4,101,536 G4

ASSETS,
Notes and Loans, : . 3 % $1,488,253 KRS
Deferred Premiums, L - . = S 63,954 27
(iher Adssefs, about | - 4 . o . a25,(Mi) 00

$1,877,208 15

The liabilities, as yon will perceive, are gmi:.tl}' in excess of the assets, and the nnfortunate fact that more than
four-fifths of the latter are in preminm notes and loans on policies, not only hastoned the death of the Company but
somewhat embarrasses me in the adjustment of its affairs,

These * premium notes,” while it is coneeded that they are for the most part uneollectable are, T assame,
good for the purposes of a settlement of the claims of the individual policy-holders for the value of their policies.

The Court, in accordance with the law, has allowed until the 3d day of September next for the presentation of
elaims against the estate. I assume that all policies in foree on the hooks of the Company, at the date of its failure, are
elaims against the Company, for their veserve valne, without subjecting creditors to the expense of further proof.
As o precautionary measure, and to be sure that policies are duly reglstemg, I would advise policy-holders, who have not
already done so, to send me the numbers of their policies and the name of the insured. .

The *reserve value” of a policy (*the share on reserve premiums to which an insured is entitled on the insolvency
of o company,” as it is called in the Conrt decision hereinafter guoted), appears not to be generally understood. The
mw assnmes that of the preminms annuelly paid, a eompany is entitled to a portion for the risk that they take
from year to year upon the life of the assured. They are required to reserve such balance of the preminm as will, with
the interest therson and the preminms to be paid, amount at the termination of the life insured, according to the table
of expectation of life, to the sum insured.

There is a suit in Conrt which seeks to make death claims and matured endowments preferred (i e, entitled to pay-
ment in full before anything can be paid npon existing policies), npon the ground that tEc contract is fully completed
while existing policies are contingent. Thus far the decision have been adverse, as follows :

*In the matter of lllf‘ﬁ-'lltiml_of Mra. Robecca L. Miller, whose husband had beon insured for £6,000 in the Security Life Insurance and Annulty
Company. He dled in Novembor, 1876, and the proper proofs of loss were put in on December 7, seven days before the Company passed into the hands of the
Hecviver. Mra. Miller deslred to have ber claim paid in full, on the ground that it was a preferred one, and that the Heceiver had safficient assets in his
hands to pay her and all of ber class. The Genernl Term, Judge Daniels delivering the opinion, holds that, under the Company's Charter, the share or
reserve premiums to which an insurad is entitled on the insoiveney of the company, is a debt, and on the appointment of & recelver the insured become

croeditors of the company. The sct under which the Recelver was appointed glves no preference to any class of debts, except debits to the United Stat
and judgment Iie-uu.pu'rge order denying Mra. Miller's pevition is .&'r:m_-d_" e & i i piing “

The case has been taken to the Conrt of Appeals where, T trust, a final decree will be rendéred in October. That
I must await the ** slow conrse of the law™ must be patent to all, for T must first know to whom the assets legally belong.

I am informed that parties here and elsewhere apply to poliey-holders for the privilege of representing them in
matbers pertaining to this Company, and am frequently asked whether such action is necessary. Anxious to save them
from all nunecessary expense, L invariably answer no, for I can see no possible advantage in so doing. I do not pre-
sume, however, to dictate to any one what conrse they shall pursue in the matter, for it is not material to me to whom I
pay the small dividend event to be declared.

I shall be ready to make distribution as soon as the creditors and their status can be determined. The delay is as
annoying to me as to the parties interested.

Respectfully yours,
W.H. WICKHAM,

FECEI?EF{;‘
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WAR DEPARTMENT,
Surgeon General’s Office,

Washington, D. C?.,Z//g bl R T8

Sir:

Enclosed I transmit duplicate vouchers drawn in your faver for the com-
metitition of an arvtificial /ﬂ/?/m/ o amounting to t‘j HC:? f
tlollars ( -,;'7"...\._...‘___,“_____!. which please sign and return to this Office, when a check
Jor the amownt will at once be forwarded to your address.

Very respectfully,

Your obedient servant,

J e =
ot I.ff/ "_/ "".-'? P ‘_!'f-.'"_.ﬁ ¢

Assistant Surgeon, and AFW. N K
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