


PERFORMANCE 

AND 

PROSPECTS 


1950-1951 


REPORT OF OFFICERS 


THE UNION LABOR LIFE U,SURANCJ:<-:; 


COMPANY TO THE TWENTY-FIFTH 


ANNUAL SHAREHOLDERS' lVl EETU\'G, 


APR I L 1~ , 1961, AT HALT I lVIORE, ~1 J) , 


THE UNION LABOR LIFE INSURANCE COMPANY 




OFFICERS 

MATTHEyV WOLL ]{UDOLPH ELLIS 
PrpS1cleu f T"icp-Presidp'll t-GrOIl]) lic11Jl inistruto1' 

EDMUND P. TOBIN JAMES MALONFY 
'-';PCT e tuJ',I} uuel Treusurer 

\VI LLlAM S. COLLTNS HON. JEHEMIAH T. jvlAHONEY 
Yice-Presidpnt - A,(J encJ) :lfunauer Gp11 c rul Counsel 

EXECUTIVE COMMITTEE 

Harry C. Bates Joseph P. McCurdy 

Richard W. Condon William J'~. Schnitzler 

Mal·tin P. Durkin Frederick F. Uml1ey 

Frederick '\\T. Gehle Ricbard Walsh 

Felix H. Knight Edmund P. Tobin 

James Maloney l\'~atthew Wall 

I-Ton. Jercilliah T. Mahoney 

BOARD OF DIRECTORS 

Harry C. Bates Felix H . Knight 

Jol:n Blackburn John H. Lyons 

Salll J. Hyers Jal\les Maloney 

T. C. Canol[ .J oseplt P. McCurdy 

Richard W. Condon William J. McSorley 

James M. Duffy A. Rex Riccardi 

Niartin P. Du rldn William F. Schnitzler 

John F. English A. L. Spradling 

F'rederick W. Gehle Frederick F. Umhey 

Leo E. George Richard Walsh 

Peter Grimm Matthew Wall 

Albe!t J. Hayes Max Zaritsky 

HOD. J e r emiah T . Mahoney 



PRO G RES S results from dissatisfaction with 

things as they are and the desire to make them 

better. Progress demands courage and is best 

achieved through effort and sacrifice. Progress 

is to do a thing first and better-to keep ahead of 

custom and tradition; to accept the burden of 

leadership and to suffer the jibes and jeers of the 

self-satisfied, who find it easier to scoff and scorn 

than to think and do. T hat sort of thinking and 

doing has made for the progress hereinafter noted. 

Matthew Woll, 

President . 
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THE UNION LABOH, LIFE TNSUI~ANCE COMPANY 

ON JUNE 15, 1927, the first policy was ,'"sued. I IT H!\S EXPERI ENeED 

(l remarkable growth and expan.\,,'on of its insurance facilities 

('overing indiv,'dual as !{lcl! as group ,'nsuFi7nce policies, issued to 

both trade unions, employers, and other groUp,i and individual.i. 

( IT IS OIZ(;!\N IZED on the old-line, legal reserve basis-the mOj-t 

j-ound and secure form of i,Hurance organizat,'on. I \VHILE A STOCK 

COMPANY, it is operating on a basis akin to a mutual insurance 

enterprise in that dividends on Capital Stock are limited and all 

policies issued, Individual and group, arc participating. r ALL RE

Ql!I]{El\IENTS of state regulatiolls designed for the protection of the 

,'nsured's interestj' are fully and scrupulously observed; policies 

i_i:jued and their l'iders are simply piua!jed; premium mtes charged 

are rea_I-onablc and adequate; invej-tments arc sound, I1Ulrketable 

and evaluated properly and income from invcstments and pre

miul1H are sufficicnt to pay current operatl'ng expelHes, just 

claims and set aj-ide reserves for future requirements. 1THE COM

PANY ij- eligible to do businej-_i ,'n cvery state and Canada ill 

conformity with their laws, practices and requirements. IT HAS 

EXPEIUENCED a rCI11Clrkable succe_iS and commends itself to all 

interested in securing safe, sound and secure insurance prott'ction. 
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Baltimore, Md. 

April 18, 1951. 

REPORT OF THE PRESIDENT 


A CAIN, it is my privilege and pleasure to extend a corciial greeting of 
welcome to you, upon this special occasion, the twenty-fifth Annual Stock
holders' Meeting of THE UNION LABOR LIFE INSURANCE COMPANY. Today 
we stand upon the threshold of our Silver Jubilee year, marking the last 
lap of a quarter century of service and protection. 

Chartered as an insurance company in 1925, we 
ANNIVERSARY YEAR began to operate in May, 1927, after thorough 

investigation and study of a multitude of factors which had to be considered 
and resolved, and only after we were assured of a sound financial basis. 
Despite the careful planning and precautions taken, the early years of our 
Company, as in the case of any newly started business venture, were not 
without their difficulties and ohstacles. However, what at times appeared 
as insurmountable, gave way to satisfactory solution as we pursued relent
lessly the purpose to which our founders had dedicated The Union Labor 
Life Insurance Company. 

Aided by many valuable suggestions and recommendations, as well as 
untiring efforts of trade unions, their leauers, and others sympathetic to our 
undertaking, our Company has, during the brief period of twenty-four 
years, grown to a firmly established institution. Managed and staffed by 
men who know and understand the intricacies of the insurance busi
ness and finances, as well as the problems of financial security in all its 
aspects, our Company has continuously forged ahead. Our financially 
sound basis has enabled us not only to withstand, but continue to grow in 
size and strength through the severe economic depression of the 1930's, a 
World War of incomparable magnitude, followed by disturbing economic 
and international conditions. 

The years we have devoted to establishing our Company, and the 
record achieved, have proven beyond doubt, the soundness and acceptance 
of our Company as a permanent enterprise, based on sound actuarial princi



pIes, buttressed by carefully selected investments, and competently managed. 
As a result, we possess now the confidence and patronage of management 
as well as labor and have insured under our group and individual policies, 
thousands upon thousands of wage-earners, salaried workers, and the public 
generally for life, retirement, and casualty benefits. 

It is indeed a pleasure to present to you our record for the year J950, 
followed by Inatters of social and economic interest. 

STATE OF OUR COMPANY 

BEFORE PRESENTING THE RECORD of our own Company for the past year, 
let us review the growth experienced by the entire 1 ife insurance industry 
during 1950. 

The life insurance inuustry as a whole enjoyed a remarkable year of 
expansion. As early as last fall, sales of life insurance had equalled the total 
1949 production of $23 billion and surged ahead to a total of about $30 billion 
for the year. This brought the total of all life insurance in force at the 
close of 1950 to approx imatel y $22H hill ion, coveri ng :lhout eigh ty-th ree 
mill ion policyholders. 

Much progress was also lnade in establishing actu~lrially sound pension 
plans. It is estimated that there are about II,500 insured pension plans 
covering three million workers in force with American life insurance com
panies. This represents a substantial increase in recent years. 

Reflecting the noticeable increase of insurance in force, assets of the 
life insurance industry last year rail to ahout $()4 billion, a gain of over 
$4 bill ion in one year. 

While these figures are obviously staggering, viewed froln a social
economic perspective, they are not as large as they should be. Taking into 
account the vastly decreased purchasing power of the dollar of today as 
well as the total gross national income of over $223 billion, one must con
eI ude that America is still grossl y under-insured. 

The ordinary insurance department of our
ORDINARY INSURANCE Company showed considerable progress dur
ing 1950, having written more new insurance than in any previous year of 
our existence. This new record, cOInbined with a marked decline in our 
already favorable lapse rate, resulted in a substantial increase in the amount 
of ordinary insurance in force at the close of the year. The table which 
follows gives comparative statistics for the years T945 to J950: 
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Ordinary Insurance Ordinary Insurance 

Year Written In Force 

1945 $2,744,721 

1946 2,439,093 

1947 6,203,18R 

1948 6,274,779 

1949 7,670,551 

195° 9,397,297 

$T6,537,834 

lR, T50,672 

23,4T3,052 

2R,524,047 

34,500,354 

42,213,490 

The excellent condition of our ordinary insurance division is indicated 
hy another healthy trend. A great deal of operati ng expense is incurred 
by an insurance company in the handling of individu;}l policies. The unit 
cost of preparing premium notices and the handling of certain other records 
is very nearly the same whether the policy be one for $1,000 or one for 
$10,000, yet the Insurance Laws require that the same premiun1 per $I,OOO 
of insurance be charged for a $1,000 policy as for a $10,000 policy. 

It, therefore, is apparent that the larger the amount of insurance per 
pol icy, the more economical it is to the company in absorhing certain over
head expenses. In this regard I am pleased to present the following table 
which shows the continuous improved trend in the a verage amount of 
ordinary policies in force in our Company: 

Average A mount Ordinary 

Year Policy III Force 

f<)4'5 

I946 2,228 

1947 2,500 

194R. 2,681 

I949 · 2,886 

GROUP INSURANCE Underwritings of new group life insurance con
tracts and accident and health contracts established 

new records during the year 1950. In the group life insurance field, our 
Company n1aintainecl its position of seventeenth largest in group life insur
ance in force in a list of approximately 250 companies in the United States 
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and Canada. Competition in the group insurance field was intensified last 
year by the entrance of additional insurance companies, some with extremely 
large resources. 

The table which follows 
accomplishments during 1950: 

presents a comparative summary of our 

Group Life I nJurance 

In Force 1949 
In Force 1950 

$213,637,783 
274,616,705 

InC/'ease 

Accident and Health 

Weekly Benefits In Force 1949 $ R97,97° 
Weekly Benefits In Force 1950 I,RR6,474 

Increase $ 

I-lospital Expense 

Daily Benefits In Force 1949 $ 323,290 

Daily Benefits In Force 1950 55R,7R4 

InC/'ease .. .. $ 2 i),494 
==== 

Surgical Expense 

Total Benefits In Force 1949 $ 6,RR4,J21 
Total Benefits In Force 1950 . 1r,90R,692 

Increase 

Accidental Death and 
Dismemberment 

In Force 1949 $ 54,964,05° 
In Force 1950 93,Ro5,550 

Increase $ 38/541,500 

The number of insurance and welfare funds established through col
lective bargaining agreements between employers and labor unions increased 
to a greater extent than ever before in 1950, as more and more employers 
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and trade unionists came to realize the great 1nutual advantages which 
result from such insurance programs. There has always been a great 
and urgent need for various types of insurance protection among workers 
and this method of providing benefits through collective bargaining agree
1nents appears to be the most economic and social minded. 

Despite the considerable number of companies vying for this type of 
business and the keen competition involved, our Comp~ll1y underwrote a 
substantial share of the business that was available. Our Company was 
selected as the carrier for the insurance benefits that will cover their mem
bers because trustees, both union and employer, insisted on an insurance 
company that will best protect and serve the interests of all concerned in 
connection with the ll1surance programs successfu 11y cond uded through 
co] lecti ve bargaining. 

On three different occasions during the year in connection with pro
posals submitted by us to the welfare funds in vol ved, the union trustees and 
employer trustees were deadlocked in attempting to select a carrier. In 
accordance with provisions made for arbitrations, impartial arbiters were 
appointed in each case. I am pleased to announce that in each instance 
the decision was in favor of The Union Labor Life Insurance Company, 
and the group contracts were J. warded to us. 

A complete and extensive line of group insurance
Group Coverage Plans 

benefits are available through The Union Labor 
Life Insurance Company, as follows: 

Life Insurance 

Accidental Death and Disll1cmbcnl1cl1t 

Accident and Health 

Surgical Expense 

Hospital Expense 

Medical Expense 

Laboratory and X-ray Examination Expense 

The last four types of benefits are also issued to cover the dependents 
of workers. 

These various types of insurance are issued to trade unions, to employers, 
and to welfare funds in accordance with the insurance laws of the various 
states in which we opente. 

It has been, and will continue to be, one of the JUl1cbmental purposes 
of our COlnpany to provide complete information, coverage and guidance 
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to all trade unions, their officials, trustees, and to employers in connection 
with their insurance problems or inaugurations of insurance benefit pro
grams. Not onl yare we prepared to furnish ad vice as to the types and 
amounts of insurance most suitable, but to assist in the preparation of the 
trust agreement, the conditions of eligibil ity, the drafting of necessary forms, 
the administrative procedure involved, the expediting of payn1ent of clailTIs 
and so forth. 

The years of experience in underwriting the insurance programs of 
so many welfare funds, as well as those of trade unions, enable us to 
render the special service to our many policyholders and to those funds and 
organizations that seek information and guidance. With the continued 
cooperation of our friends in the labor movement our Company will expand 
its spheres of welfare activity to increasing the number of workers covered 
under our various forms of group insurance policies. 

In New York State the benefit prOVISIOns ofCOMPULSORY 
the TeITIpOrary Disability Benefits law beDISABILITY INSURANCE 
came operative as of J ul y 1, 1950. A con

siderable portion of the employees in that state were insured by private 
carriers rather than through the state fund. No figures are as yet available 
as to the experience encountered during the first six months this plan was 
in effect. A considerable nun1ber of bills are to be introduced in the 1951 
Legislature to liberalize the benefits on the first anniversary of the operation 
of the law, July 1, 1951. 

As of July 1 , 1950, the State of New Jersey increased the maXiITIUlll 
amount of weekly benefit hOITI $22.00 to $26.00 and made some further 
minor liberalizations. It is quite possible that as of July 1, 1951, the 
ITIaximum benefit may be raised to $3°.00 and a recommendation has been 
made to increase the administrative expenses from 6)1" to 8 j{) of the contri
butions received from the employers insured under the fund. Claim 
experience under the state fund is relatively low. It is reported that 430,000 

employees were covered under the state fund and 920,000 employees were 
covered under private plans. 

Bills providing for compulsory disability benefit laws are expected to 
be introduced in most of the State Legislatures during 1951. It is believed 
that the strongest attempt for this type of legislation will be made in 
Massachusetts. It is imperative that we all interest ourselves in the bills 
which will be presented to make certain that they will provide workers with 
adequate benefits, as well as the freedom of choice with regard to the 
Il1surance carner. 



Our Cornpany will, as in the past, continue to provide all trade unions 
with adequate and timely information concerning such legislation. Further
more, our offices and services are always available to all who may desire 
information or assistance in securing plans of coverage Inost heneficial to 
their memhers. 

PENSIONS Pension plans have in recent years received increasing atten
tion and acceptance by labor and management. This is well 

evidenced by the rapid growth in the number of such plans and the 
continuing rate at which plans are still being inaugurated. 

A ruling of the National Labor Relations BoarJ in I94H had a pro
foundly favorable influence and effect upon this development. On this 
occasion the Board ruled that the Taft-Hartley Act requires employers to 
hargain collectively on company pension plans if the employees request it. 
This case was carried to the Supreme Court, which sustained the decision 
of the lower courts that pensions are a subject of collective bargaining. 

Although adoption of the Social Security Act was at first believed to 
be a means of relieving the employer of the necessity of granting supple
rnental benefits, it soon became apparent that federal benefits were 
insufficient. Certain tax aJvantages which have been permitted by the 
Internal Revenue Code, as well as the aging population, and security aware
ness, have contributed to the growth of pension plans. More and more, 
collective bargaining agreements are being written containing pension 
provisions as industry comes to a fuller realization of the high Iy improved 
labor-management relations which result from adequate provision for 
retirement. 

Our Company has heen active in the pension field, and has on its books 
a substantial amount of retirement policies. Retirement plans may be set 
up in many different ways, but must always he tailored to meet the needs 
of the particular group to be protected. For this reason, our COlnpany 
maintains a staff of specialists who, through training and experience, are 
prepared to advise and prepare pension programs. 

The progress made during the year I950 is reCOMPANY FINANCES 
flected in the financial results achieved. As a 

result of our increasing volume of insurance in force and successful invest
ment operations, total income for the year rose to $7,934,556, an increase of 
I9 1< over the previous year. Disbursements for the year I950 amounted to 
$6,306,47I. Thus, during the year we had an income of $125.fh for each 
$100.00 disbursed. 
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After payment of claims, dividends, taxes, and necessary adjustments 
for accruals, total admitted assets rose to a new high of $I3,I7R,rr8. This 
represents an increase of $2,568,184, or 24.2 7t}, the largest annual increase 
in the history of our Company. The table which follows shows the rapid 
rise in assets, particularly during the past few years: 

GROWTH OF ASSETS 

Total Admitted 
Assets 

1944 $ 4,995,955 

1945 5,565,388 

1946 6,368,054 

1947 · 7,456,821 

1948 8,779,0°5 

1949 10,6°9,934 

195° I3,I7R,rrR 

Increase % InC/'ease 

$ 569A33 

802,666 

1,088,767 

1,322,184 

1,830,929 

2,568,184 

rr % 

14 

17 

18 

21 

24 

Assets invested in carefully selected bonds, stocks, and mortgages, at 
the close of 1950 amounted in total to $rr,230,775 and represented 85 % of 
our total admitted assets of $I3,I78,IJ8. These investments were as follows: 
Mortgages, $4,3I3A4I; U. S. Government Bonds, $2A06,968; other bonds, 
$3,791,316; Preferred Stock, $569,°5°; shares of Insured Savings and Loan 
Associations, $15°,000. Other assets represented cash, $514,004; policy loans, 
$233,434, and other assets, $1,199,9°5. The excellent condition of our Com
pany is Inade apparent by the fact that on December 31, 1950, for each $100 
of liabilities we had $135 of assets. 

After providing for increased reserves and liabilities, special and con
tingency reserves and surplus were all increased. The special reserve created 
in 1947 to strengthen policy reserves was increased by $25,000 to a total of 
$100,000. The group contingency reserve was increased by $200,000 to a 
total of $750,000, and the general contingency reserve increased by $75,000, 
bringing this fund to $750,000. Unassigned funds or surplus was increased 
by $218,746, to $1,037,971. The funds reAect the safety and soundness of 
our financial structure. 

INV ES TM ENTS !he investments of an insurance comp?ny.are important 
Inasmuch as the company must mamtam reserves at 

stipulated interest rates on life insurance contracts. These investments are 
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as a rule long-term obligations. Investment earnings have a direct bearing 
upon the net cost of every life insurance policy issued. 

In consonance with our established principle to keep the net cost of 
our insurance as low as possible, but with due regard for the safety of funds 
we must invest, the year 1950 was a most trying investment period. The 
corporate bond market was, during 1950, affected to varying degrees by a 
number of factors, amongst them the uncertainty of interest rates on govern
ment bonds, the increased volume of lTIortgage paper which later threatened 
sharply to diminish as credit controls were imposed. 

During the present year, 1951, indications are that investment programs 
will be affected by international conditions which have rearranged our total 
economy. In the corporate field, demand for long-term funds will probably 
continue because of the growing requirements of the defense progrclln. The 
availability of mortgage investments is expected to be reduced sharply by 
the middle of 195I, when the full impact will begin to be felt of Regula
tion X and other construction restrictions of the Federal Reserve Board, 
Federal Housing Authority, and Veterans' Administration. The degree 
of curtailment anticipated is reflected in the goal of government authorities 
to reduce new housing projects in I951 to 850,000 from the 1,300,000 units 
In I950. 

The dearth of investment paper to absorb the enonTIOUS funds becoming 
available for investment as the life insurance industry continues to expand, 
and the need to earn a more favorable rate of return on investments, have 
resulted in modifying investment laws in many states. At present, 
thirty-three states permit insurance companies to nlake investments in 
comnlon stocks. In 195I New York State amended its insurance laws to 
permit companies to invest in common stock up to 3 ~I, of admitted assets, 
or one-third of the company's surplus, whichever is less, with certJin addi
tional restrictions. 

In the case of our own Company, I am pleased to report that as a result 
of a sound and stable investment policy, we fared well during 1950. 
Although interest rates on prime securities continued to decline, we lTIan
aged to maintain our net yield on investments Jt 2.92/r: in comparison with 
2.9370 the previous year. We continued Juring last year to increase the 
margin by which our interest earned exceeded the amount required to 
maintain our policy reserves. In 1949 the excess amounted to $70,702, and 
for I950 this excess was increased to $77,74I. 

During I950 we invested a total of $2A69,I4~, of which $785,000 was 
invested in bonds; $IO,200 in preferred stock; ~>J50,OOO in insured savings and 
loan associations, and $r,523,948 in first mortgages on real estate. All 
investments are reviewed and approved by the Investment Committee, and 
then submitted for approval by the Executive Committee. 
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Bonds. The purchases totaled $785,000 par value. These consisted 
of $100,000 in United States Government bonds; $50,000 in Canadian bonds; 
$40,000 in United States City and State bonds; $135,000 in Railroad bonds; 
$380,000 in Public Utility bonds; and $80,000 in Industrial bonds. Sales and 
maturities consisted of $10,000, United States Savings bonds; $1,000, Railroad 
bonds; $152,000, Public Utility bonds, and $13,000, I ndustrial bonds, a total 
of $176,000 par value. 

The net result of these transactions was an increase in our bond port
folio total holdings from $5,612,500 par value at the close of 1949 to 
$6,221,500 par value on December 31, 1950. This represents a net increase 
of $609,000, or II /~ over 1949. The bond portEol io is well diversified as to 
type of bond owned as well as by maturity and geographic distribution. 

Preferred Stocks. All stock owned by our Company is cumulative 
preferred stock; on these the dividend payments have been promptly paid 
in full. As of December 31, 1950, the market value of preferred stock, 
valued in accordance with requirements of the National Association of 
Commissioners, amounted to $569,05°. This portfolio consists of $240,800 
invested in Public Utility companies, and $328,250 in a list of varied indus
trial companies. 
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Shares oj Insured Savings and Loan As.wciations. During the year 
I950 we inaugurated a program of investing funds in shares of Savings and 
Loan Associations. All such investments have been limited to $IO,OOO in 
anyone institution, this heing the maximum insurance by the Federal 
Savings and Loan Insurance Corporation. 

On D ecember 3I, 1950, we had invested a total of $I50,000 in thirty 
institutions, located in thirteen states. The average return on these invest
ments was 3.II ft, for the year. 

Mortgages. Our loans to home owners during 1950 amounted to 
$I,523,948 in comparison with $T,TT4,507 during 1949. After prepayments 
:lnd regular amortization payments, our total mortgage portfolio increased 
by the net amount of $745,T4I to a total of $4,.)13A41. 

Emphasis in purchases of new mortgages was, as always, on the safety 
and soundness of our investment. As a result, $1,078,513 or 71% was 
invested in loans sponsored and guaranteed in full or in part by the Federal 
Housing Ad ministration, or Veterans' Administration. On Iy $445A35 or 
29 A) was invested in conventional mortgage loans b:lsed upon realistic 
appraisals by qualified experts. 

The fact that our operations in the mortgage loan field are aimed at 
assisting and benefitting the small owner is well substantiated by the average 
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size of our lo::ms. During 1950 our average new loan placed was in the 
amount of $8,238. The average loan in our total 1110rtgage portfolio was 
only $5,790 at the close of 1950. 
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Preparation for war on the 
ANALYSIS OF INVESTMENT PORTFOLIOS scale now being planned 

will, undoubtedly, have far-reaching effects upon every facet of our economy. 
With the exception of a brief period during 1949, our nation appeared to be 
doing well with respect to its ability to absorb the expanded facilities of 
production resulting from \,yorld War II. It was quite problematical as to 
how long such industrial prosperity could have been maintained before our 
supply lines once again became filled. With prospects of further expansion 
to meet the needs of another war, new apprehensions are raised regarding 
OUf ultimate economic security. 

In view of these conditions, and other developing threats to our national 
economy, helow is presented a chart showing hy group classification our 
mortgage, bond, and stock investments as of December 31, 1950: 

GROUP CLASSIFICATION-x- OF MORTGAGES, BONDS, AND STOCKS 

DECEMBER 31, 1950 
Amount % 

1. United States Government DOllds 	 $ 2,502,500 22.3 
2. Canadian Government Bonds 	 65,000 0.6 
3. 	 Public Authority other than United States and Canadian 

Governments: 

United States 	 Bridge Revenue $ 15,000 

Electric Revenue 2'5 ,000 

Housing 100,000 

Transit 50,000 


Canada 	 General Purpose . 45,000 
235,000 2.1 

4. 	 Railroads: 

Carriers and Terminals . $ GO G,OOO 
Equipment Trusts 85,000 

()9LOOO 6.2 
5. 	 Public Utilities: 

Electric and Gas $J/j(i(),O(JO 
Gas Distribution 143))00 
Telephone 630,000 
Water 	 .. ...... .... .... .. 25,000 

2,464,000 2l.9 
6. Inclustri ::tl s 	 ~04,000 7.2 
7. Insured Sayings and Loan Shares . 	 1'50,000 l.3 
8. 	 Mortgages: 

Conventional $1,lJ14,271 
F. H. 	A. 1.4~2 , 483 
C. 	1. 91 G,GH7 

- -- - - 4)13,441 38.4 

TOTAL .. . ... .... .... . $11,224,941 100.0 

* Bonds and Stocks at P :lr Value. 
Mortgages at Book Val ue, 
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Attention in the foregoing chart is directed to the fact that of our total 
in vested assets shown, $5, I r6,670 represents in vestment in United States 
Government bonds, Canadian Government bonds, Insured Savings and Loan 
shares, and guaranteed and insured Government Issue and Federal Housing 
Authority mortgage loans. This portion of our portfolio, representing 
46ft' of the total shown, may be referred to as the practically riskless invest
ments owned, since they are obligations, guaranteed or insured by the 
United States Government and Canadian Government. The rema ining 
groupings are well diversified, invested principally in essential and stable 
industries with emphasis on the public utility group which provides a neces
sary public service and have shown steady earnings records. 

To demonstrate the general quality of our bond securities, we have 
prep:ued the chart which follows, which is based on Moody's Investment 
ratings. These ratings are judgments of gradations of investment quality, 
expressing protective judgments aimed to reflect long-term risk. It will be 
noted that 91 -4 7r: of bonds owned are in the three highest ratings. 

ANALYSIS OF BOND INVESTMENTS BY MOODY'S RATINGS 
DECEMBER 31, 1950 

------ (THOUSAND $) 

Totals AAA AA A BAA BA B 
Government and other 

Public Authority . $2,H02.5 $2,502.5 $ 65.0 $ J 40.0 $ 45 .0 $50.0 $ - 0 

Railroads . . . . . . . . . . , , , . , , . . . ... . 691.0 120.0 69.0 325.0 145.0 17.0 15.0 

Public Utilities 2,224.0 380.0 85H.0 8()8.0 118.0 - 0  - 0 -

Induslrials 504.0 85.0 lO.O 2SS.0 144.0 - () - - 0 
--

TOTALS .. $6)21.5 $3,(lB7.5 $1,012.0 $1,588.0 $452.0 $67.0 $15.0 

Per Cent 100.0 49.6 16.3 25.5 7.3 1.1 0.2 

AGENCY DEVELOPMENTS In the sphere of agency ?perations it is lny 
pleasant duty once agam to report sub

stantia1 progress in recruiting and training of our field force, and the 
prod uction record for the past year, which is the finest in the entire history 
of the Company. 

The acquisition of new business in both the Ordinary and Group 
Departments has, as already reported, exceeded all production records of 
the past. For this we are both proud and grateful, not only to the field 
force, but also to those in the I-Iome Office who, in so many diverse ways, 
assist th e men in the field. 
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Life insurance is necessarily a personal service organization, with its 
values to policyholders determined by the quality and perseverance of its 
personnel. The agent is one of the direct links between the company and 
the insured. His training in insurance includes preparation of suitable 
insurance programs, incl ud ing eva Iuation of present insurance coverages 
supplementary socia I security and retirement benefits. We are, therefore, 
relying upon continuous training plans, from the agent to the branch man
agement level, to render the finest services available. 

As evidence of our development program, we now operate in fourteen 
states and the District of Columbia. We have limited our agency operations 
to those areas which were manned sufficiently well to provide our policy
holders with the b~st possible service. It is our intention, as more trained 
manpower is developed, to gradually increase our geographical scope. Thus, 
during the coming year, it is our intention to continue with our program of 
expansion by entering states adjacent to those in which we are presently 
operating. In addition, we are considering and investigating the possibility 
of opening an office on the West Coast. The extent of our geographic 
expansion during this year will, in large part, depend upon the availability 
and speed with which it will be possible to recruit and train qualified men. 

Our volume has continued to advance satisfactorily, not only because of 
our aggressive field force, but also because of the teamwork that exists 
between all departments. This understanding of mutual and departmental 
problems is absolutely essential to smooth overall functioning. I commend 
all those responsible for this intra-company spirit of cooperation. Neither 
can I let this opportunity pass without a word of sincere thanks to our 
friends outside the Company, whose helpful interest and practical assistance 
has made the joh we try to do so much lighter. 

For the coming year we have put conservation in a category of equal 
importance to new volume. With government controls of both manpower 
and industry as a continuing fact, it is difficult to foretell what sales problems 
the coming months will bring. We hope, however, for steady progress and 
will endeavor to enlarge our production from its present high level. 

EXPANSION OF SERVICES Our Company has, since its establishment, 
bten proud of the efficient and economical 

manner in which service is rendered to all policyholders. This has been, 
and is the case, whether it simpl y be a request for information and guidance, 
a single small policyholder, a large group case, and especially so in the 
payment of claims to policyholders and their heneficiaries. 

At our meeting last year, you were informed of the fact that we had 
opened a claims and service office in Ch icago. Increasing business in other 



areas of the country have made desirable the establishnlent of similar offices 
in Springfield, Massachusetts; Boston, Massachusetts, and Cleveland, Ohio. 
As a result we will not only be in a position to maintain our present high 
standards of service, but even possibly improve upon then1. 

Additional offices will be opened in various sections of the country as 
the expansion of our business requires. It is our hope and intention to 
eventually expand these regional offices into complete branch office 
operations. 
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As conditions warranted, the plan was expanded and improved so that 
at present it inc1 udes bfe insurance, hospital and surgical expense reim
bursement, and a retirement plan. All benefits granted are under the 
supervision of the Welfare Committee, consisting of five persons appointed 
by the President, with the approval of the Board of Directors. 

The retirement plan funds are completely segregated from the funds of 
the Company. Under the terms of a trust agreement there are three trustees 
who are charged with responsibility for handling these funds. Reports are 
rendered to the Board of Directors once a year. As of December 31, 19So, 
the trustees reported a total fund in the amount of $74,R64.SR, consisting of 
$IS,364.S8 cash and $S9,SOO.00 redemption value of United States Savings 
Bonds, Series "F". The plan on that date covered ninety-eight active em
ployees, and does not include the President of our Company, who is not 
participating in the plan. 

This program has proved beneficial to our Company, having created 
an atmosphere of security and stability amongst the personnel. By our 
example we hope to educate others to the advantages to be derived from a 
well-formulated program of employee benefits. 

CA T ASTROPHE HAZARDS Scientific and industrial research and de
velopments have produced implements and 

methods for waging modern warfare which have practically eliminated 
what we once considered our natural defenses. Under such circumstances, 
and with threats of spreading warfare, the life insurance industry as a whole 
as well as individual companies have taken steps aimed at securing them
sel ves financially, protecting their records, ~l11d making provisions for the 
safety of their personnel. 

A special sub-comn1ittee has been organized by the Life Insurance 
Association of America and the American Life Convention to prepare a 
plan for a catastrophe pool. The purpose of this fund would be for the 
mutual financial protection of all participating companies against the heavy 
drain upon their funds in the event of mass civilian deaths resulting from 
enemy attack. 

Organizing such pool arrangement, which would be mutually satisfac
tory and attract sufficient participants to assure its success, is indeed a most 
difficult problem. There are some who flatly refuse to participate, and others 
in favor on condition that numerous limiting clauses are inserted. 

We are inclined to believe that a catastrophe pool plan should be sup
ported by the government, or some government guarantee should be 
substituted. It will be recalled that during World War II the government 

http:S9,SOO.00
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assumed an obligation in the event of enemy attack through the sale of 
war risk property damage insurance. With eighty-three million policy
holders looking to life insurance companies for their economic security, it 
seems justifiable to suggest the participation of the government in a 
catastrophe pool. 

-'-'aur hOIne offices being situated in a vital defense area which might 
well be a primary target for enemy attack, precautions are being taken for 
the safety of our records and personnel. We are investigating, with the 
purpose in view of making necessary plans, for microfilming all securities 
and records, and for safekeeping such uuplicate records in some outlying city. 

Besides the dangers of catastrophe resulting from war, there is the ever
present possibility of large losses resulting from explosion, accident, and 
similar happenings in plants where we are the life insurance carrier. It has 
been our good fortune never to have suffered such catastrophe occurrences, 
as for example occurred in Texas City, Texas, a few years ago. However, to 
further strengthen ourselves against the financial drain which can result 
from such catastrophes, we have been inquiring into the possibility of 
obtaining special catastrophe coverage. This is a practice which was advo
cated and begun after the Texas City uisaster, and is being adopted by an 
increasing number of life insurance companies. It is our intent and wish 
to do everything possible which will add to the soundness anu safety of our 
Company. 

Drafting of men into the armed forces, and the hostili
WAR CLAUSES ties in Korea, have revived consiueration of the need 
for attaching riders to policies which would excluue the risk of ueath as a 
result of war. We have prepared such riders and have received approval 
for their use on indiviuual policies by the various states in which we operate. 
However, until conditions make necessary their blanket use, these riders 
are, for the time being, attached only to those policies where our under
writers so recommend. In the case of group insurance contracts, the 
Underwriting Committee is closely observing the situation and will take 
whatever steps are in the best interests of all concerned. 

IVI ENDS TO POLICY HOLDE 5 Dividends to policyholders result 
from three factors, namely savings 

in mortality, savings in expenses, and interest earned in excess of reserve 
requirements. Despite low interest earnings for several years, and increasing 
expenses attributable to rising costs, we have been able to maintain our 
dividend scale to owners of our individual policies. In the case of some 
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group policyholders, these dividends were even increased as a result of a 
series of liberalizations in our group dividend fonnulae. 

Two basic dividend formube are now in use for individual policies, 
that is for policies issued prior to January I, 194H, and those issued thereafter. 
These formulae are constantly under examination so that maximum divi
dends which are consistent with safety may be paid to policyholders. The 
experience of our Company warrants continuance of these dividend formulae 
for the year 1952. I have, therefore, made such recommendation, and the 
Board of Directors has given their approval. Since continuation of these 
dividend scales anticipates the position of our Company at the close of this 
year, the Board of Directors has also empowered the Executive Committee 
to reconsider this dividend distribution at its last meeting in 1951, and to 
confirm or modify the scale adopted. 

Constantly changing conditions in the group insurance field make 
necessary constant thorough analysis of group dividend formulae to meet 
new situations. A thorough study and analysis is now in process, aimed at 
simplifying our present formula, and with the further thought of developing 
a formula which may possibly place us in a more advantageous competitive 
position. For this year the Board of Directors, upon my recommendation, 
has approved the present group dividend formula with modifications which 
will produce more equitable group dividends. 

Amongst the many accomplishments 
DIVIDENDS TO STOCKHOLDERS of which our Company can boast, 

we must include our record of dividend payments to stockholders. In each 
year since 1932, with the exception of 1933 when because of the insurance 
department prohibition due to economic conditions, we have paid dividends 
to stockholders. It should also be recalled that these payments to stock
holders began but five years after we commenced business, and was post
poned until then only because of our desire to establish a financially sound 
organization. 

Dividend payments to stockholders were small during the early years, 
but as we gained momentum the dividends were steadily increased. In 
addition to cash dividends, a stock dividend was distributed in 1945 which 
was equivalent of an extra cash dividend of $8.33 per share. 

In 1947 we again revised our capital structure by capitalizing contributed 
surpl us, and excha nging all outstanding certificates on a two for one share 
basis. As a result, in place of the former $25.00 par value and $50.00 sales 
value, every stockholder now actually holds a $25.00 par value share for each 
$25.00 invested in our Company. 
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During the past four years we have paid a dividend of $I.25 per share, 
representing a return of 51c . Actually, this dividend represents a return of 
5.82 1c) on original shares owned, since dividends are also paid on the 1945 
dividend shares. This yen I have recommended, Jad the BOJrd of Directors 
has approved, a similar dividend of $1.25 per share . 
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STATE OF OUR NATION 

LIFE INSURANCE Is TODAY AN INTEGRAL PART of the American way of life, 
an American institution which holds the key to the happiness and security 
of millions upon millions of peoples. 

Representing as it does such vast resources, the life insurance ind ustry 
is deeply affected by every-day economic Jnd social developments. Its ability 
to successfully continue in its efforts to spread even wider its socially desirable 
services are ever dependent upon the willingness and financial ability of 
the average man. The solvency and soundness of the assets of insurance 
companies, held in trust for policyholders, are, in the final Jllalysis, primarily 
dependent upon the financial soundness of our nation. 

Therefore, let us now turn to examine and discuss matters of economic 
and social interest and concern, which affect not only life insurance com
panies but as sllch everyone of us in Ollr seJrch for fin~lllciJl security. 
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The year 1950 will be recorded as one of unprecedented pros
BUSINESS perity, but is more likely to go down in the financial history of 
our nation as marking the end of the post-war civilian economy. It also 
will be recalled as the year in which the cold war gave way to a resumption 
of armed conflict with the invasion of South Korea by the Communist forces. 

The Korean War broke upon LIS at a time when ollr economy was under
going a broad cyclical recovery frorn the very llliid recession of 1949. By 
June, 1950, industrial output had recovered to a point where concern was 
again being expressed over the inflationary trends of the economy. However, 
the question of whether the expanding economic pattern rested on firm 
ground became almost academic as the United Nations took counter
measures in Korea. The outbreak of armed conflict and the increased inter
national tension which followed created a new economic setting and outlook. 

Although the outbreak of war did not result in an immediate large 
flow of defense and military orders, it did precipitate considerable consumer 
scare buying. The need to superimpose a vastly expanded military program 
on an econOlllY operating in high gear, added to the inflationary trends. 
Anxiety over the dangers of increasing inflation, prompted the government 
to take steps to curtail this trend. This was done through a series of conser
vation orders by the National Production Authority; credit restrictions on 
the purchase of housing and consumer durables; higher income taxes; 
monetary action by the Federal Reserve Board; and price and wage controls. 

Expanding business activity during the year 1950 carried virtually all 
of the major indices into new high ground. Gross national product rose 
from the 1949 level of $256 billion to the record high of about $280 billion, 
exceeding the previous record of 1948. Personal incomes increased from 
$206 billion in 1949 to about $223 billion in 1950, with consumer outlays also 
at new high levels. Corporate profits showed marked improvement, rising 
from $30 billion in 1949 to $35 billion in 1950. A greatly enlarged volume 
of sales, coupled with increased profit margins, was responsible for the 1950 
advance. Although larger taxes will reduce final corporate figures, they 
will still compare favorably with previous record levels. 

While rising prices were a bctor in the increases reflected in the nation's 
income account, a healthy indication was also the increased output of goods 
and services as measured by the Federal Reserve Board Index of industrial 
activity. This index rose from 176 in 1949 to about 200 for all of the year 
1950, and about 215 at the close of the year 1950. 

During the greater part of last yeu, not only were incomes high, but 
credit was easy and readily available. In fact, it was during the early part 
of the year that the government liberalized home construction. Easy credit 
and the need for houses resulted in over 1,300,000 new dwelling units being 
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started during 1950, an advance of 301) over 1949. In addition to building, 
other industries benefitted from the easy credit. 

Taking into consideration the large expenditures by our government 
for military security, even if the international situation takes a decided and 
unexpected turn for the better, business will continue at a high level 
through the year 195I. Aggregate demand will exceed that of 1950 and 
the use of resources will be intensified. Business will be called upon for 
further increase in production. Despite higher personal taxes, disposable 
income will also tend to be larger this year. 

Inflation will be again a major concern this year, and increasingly so, 
since we must gear our production capacities and resources to a condition of 
military preparedness which could last for years. Under such circumstances, 
our economy must be based upon exceptionally sound fiscal and monetary 
policies. 

MONETARY DEVELOPMENTS Threatened on one side by a grim inter
national situation, we are j in addition, 

confronted with a menace which in its own way can be equally grim and 
devJstating. I refer specifical1 V to the presen t inflationary spiral, a situation 
which has become intensified by our need for military preparedness. The 
strong demand for basic raw materials and finished goods at the same time 
that cutbacks are being made in the production of civilian goods, and our 
commitments to the Atlan tic Pact countries, are all inflationary factors. 

The roots of the inflation problem we are faced with today is the tre
mendous size of our money supply in relation to the volume of available 
goods. Our money supply has expanded faster than the supply of goods 
and services. Also, in recent months, money has been turning over, or 
chan,S!:ing hands, at an accelerated pace. The constantly mounting pressures 
of inflation are evidenced by the sharply decreased purchasing power of the 
dollar, the largest decline having taken place since the end of World War II. 

The implications of this situation are indeed serious. The history of 
past inflations demonstrates that when prices rise at a rapid rate, they usually 
outst rip increases in wages and salaries. Moreover, experience has shown 
that every inflationary boom has ultimately led to economic collapse. Such 
situation developing in our nation would, of course, play right into the hands 
of those who seek to impose alien ideologies upon us. 

Checking further inflation and reducing the extent to which it has 
already gone, is a job which must be a joint venture of government and 
every individual. The United States Treasury and Federal Reserve System. 
charged with the responsibility of management of monetary and fiscal 
Dolicies, have already taken some steps in this direction. The continuing 
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upward pressure on living costs and other indications that prices will prob
ably continue to rise, leads one to seriously question the equity, effectiveness, 
and validity of some of these n1easures. 

It therefore becomes the hounden duty of a 11, to insist that further ade
quate InClsures he taken by governments-Federal, state, and city-which 
will be effective in slowing down and checking inAation. Expenditures 
must be cut to the bone wherever possible. Taxes levied, must be on an 
equitable basis, designed to prevent further suffering to those who live by 
the product of their toil, and perlllit them to maintain decent and adequate 
standards of living. 
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If we are to win the war against inflation and prevent hleeding to death 
our economy-we must all sacrifice. Winning the war against Communist 
:.lggression might well prove a barren victory if we lose the war against 
inflation. Vve must fight both with equal ardor. 

LABOR Impressi ve statistical charts of nationJ 1 income and national 
product, as reported for 1950 and the first quarter of 195I, do not 

in themselves tell the entire story of the state of our nation. Examination 
of the situation beyond these statistical exhibits, revells that there exists 
toda y deep-seated unrest and grievances of a most crucial nature in the 
ranks of labor, both organized and unorganized, which may have far
reaching effects on our whole economy and political life. These are primarily 
related to problems arising out of world conditions which require the 
United States to prepare for any rnilitary eventuality. 

Building a vast military machine, and providing aid and assistance to 
the other free nations of the world, is a tremendous task demanding a re
arrangement of our economic system. This task is a difficut one in time of 
all-out war, but far more so in 3n atmosphere of chess-game rather than the 
ha ttl efield. 

There is no longer any question but that a good p:.lrt of our materials, 
production, and manpower will be required to produce for military pur
poses. To the extent that this will be required, civilian production will 
h:.lve to be curtailed. How long this situation will continue, and the extent 
to which civilian curtailment will be necessary are practically impossihle 
to foresee at this time. These will, in the final analysis, be determined by 
the course of national and intern:ltional events, although there is general 
agreement that we have entered upon a prolonged period during which 
it will be necessary to sUplJort a defense program. 

More and more our people are subjecting themselves to restnctlOns 
and levies that they would not tolerate in more peaceful times. Although 
distasteful and contrary to the wishes and ideals of a peace loving nation, 
our people are accepting the fact that their young men are being taken from 
their homes, educations, and careers to take their places on the battlefield. 

Labor is prepared to make its full and equitable contributions of effort 
and sacrifice. However, rising living costs under conditions of pric.e con
trols and at a time when wages are frozen, have developed misgivings of 
various kinds and degrees in the ranks of lahor. Labor's faith has been 
sadl y shaken in those to whom government has entrusted the supervision 
:1nd direction of our stJbilization policy. This is indeed a regrettable situ
ation at a time when our nation dem:1nds unity of all to achieve its goals. 
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Price controls affect the lives of all, but more so that of the average lllan 
who has no financial means other than his ability to labor and the wages 
of his daily toil. Governmental efforts to control his living costs present 
a dismal picture. Labor is indignant and disillusioned-and rightfully so 
-as the purchasing power of frozen wages continually diminish. 

The United States Department of Labor has released figures indicating 
that the average gross earnings of production workers was $64.15 a week 
during December, 1950. However, translated into terms of purchasing 
power based on the 1939 dollar, the worker actually has only $35.92. In
terpreted in insurance parlance, a life insurance policy of $1,000 purchased 
in 1939 is worth but $560. What is true of life insurance policies is equally 
true of savings deposits. 

One need hardly cite from statistics on increased productivity, as re
lated to enhanced prices and wages to demonstrate the deleterious effects 
this process of devaluation of the dollar has on the institution of life insur
ance and savings, particularly as concerns the average wage and salary 
earner. 

In addition to the factors discussed above, which have adversely affected 
labor to its very core, there are the additional immediate difficulties result
ing from a ruling of a partial Wage Stabil ization Board. This ruling 
renders almost totally ineffective the effort on the part of trade unions to 
provide welfare plans for their members. 
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The Defense Production Act of 1950, both in its struc
WAGE FREEZE ture and in its administration, has seriously affected the 
furtherance and extension of employee welfare plans. This Defense Pro
duction Act applies to employee welfare plans, as well as to cash-wages. 
While both of these methods of compensation have a number of aspects 
in cornmon, they vary so greatly in other important points as to require 
separate treatment if they are to be dealt with fairly and equitably. 

During World War II, the National War Labor Board in considering 
the stabilization of wages and "other forms of compensation"-then known 
as "fringe benefits"-treated them as distinct and separate items froIn cash
wages. On the other hand, the Wage Stabilization Board created under 
the 1950 Defense Production Act proceeded otherwise and treated them all 
as "wages." In so doing, considerable difficulties and confusion have been 
experienced, which contributed largely to the friction which developed 
within the Board and which ultimately resulted in the disintegration of 
the Board itself. 

Welfare plans differ widely from cash wages. They are designed pri
marily to maintain the standard of living of those affected. They are intended 
to protect a portion of the existing standards of those covered and who may 
unfortunately be stricken by the hazards insured against. This function 
is in no way related to the question of whether the cash-pay pattern is up to 
standard. Adequate wages for those remaining actively employed are not 
a substitute for benefits of those who cannot continue to work. 

In any consideration given to an increase in cash-wages over some pre
determined level, it is not only inadvisable, but wholly inequitable and 
erroneous to include the cost of benefit plans along with cash-wages in 
determining the arnount of increase :11Iowablc. 

Employee benefit plans ordinarily involve a dollar outlay to an em
ployer that is relatively small to his total wage cost and adds very little, if 
anything, to production cost that may not be absorbed without an increase 
in price. This is especially true when the employer pays but part of the 
cost of the benefit plan. 

Any fair stabilization standards should therefore embrace these con
siderations and prompt a separation of the question of limits of cash-wages 
from benefit plans as was done in the last World War. Then, too, in 
determining standards for employee benefit plans, it is necessary to recognize 
and not impede within reason, as has been done in this instance, the extreme 
flexibility that has marked the growth of these plans. 

In view of the serious repercussions experienced by these rulings on 
employee welfare plans, it is to be hoped that the National Stabilization 
Board and its Director, if and when reorganized, will follow the form and 
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procedure which guided the Economic Stabil iz:ltion Board during World 
War II. 

Since the present Act is to expire by June 1St next, it is also to be hoped 
that we may profit by the favorable experience of the last World War in 
the enactment of a new law, and thus avoid a repetition of the unfortunate 
turn of events which have come to pass in an attempt to rnerge and treat 
as one, cash-wages and employee welfare plans. 

SOCIAL SECURITY Mid-year of 1950 Congress enacted a bill making 
major changes in the Social Security laws. Under 

the old law, the maximum benefit was $85.00. Under the new law, a family 
can draw up to $150.00 a rnonth. Thus, benefits under the new formula 
are greatly increased over those established by the old law. The amount 
which can be earned in covered employment without forfeiting benefits 
has been raised from $r5.00 to $50.00 a month. A lump sum death benefit 
is made payable in every case, whereas, under the old law, it was payable 
only if there were no survivors entitled to benefits. The tax base and average 
wage computation is now based on $3,600 of annual wages, instead of $3,000. 
A new schedule of tax increases is also established. In addition, the law 
has been amended to cover many new occupations not previously covered. 
Our Company is at present giving consideration to the status of its own 
sales force under the amended Social Security Act. 

The extension of social security benefits to an increasing number of 
people and the increase in benefits have not adversely affected private 
insurance companies. To the contrary, statistics indicate an ever growing 
desire on the part of workers, professional people, and the public generally, 
to supplement the still meager benefits provided by law through the purchase 
of individual and group retirement policies. 

During World War I and again during World
NATIONAL SERVICE 

War II Congress made available to members of
LIFE INSURANCE 

the, armed forces life insurance protection. A 
truly commendable job was done, especially during World War II, 111 

making insurance-minded the young men and women of our country. 

Congress is, at present, considering a bill which would grant $ro,ooo 
of life insurance to all members of the armed forces, the full cost to be borne 
by our government. This, in our opinion, is an excellent plan to protect 
the men and women who are risking their lives to Inake secure the liberty 
we all cherish. 
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However, two schools of thought have developed with regard to termi
nation of such insurance, one for immediate termination when the period 
of service in the armed forces is terminated, the other for allowing the 
veteran to continue the insurance by assuming responsibility for payment 
of premiums to the government. 

It is our sincere hope that these differences will be resolved in the best
interests of all concerned. 

TAXATlON At the Annual Meeting in 1950, I reported with regard to a tax 
bill being considered by the United States Congress, affecting 

life insurance companies. This bill, if passed, would have retroactively taxed 
life insurance companies for the years 1947, 1948 and 1949, when, through 
no fault of their own, but rather as a result of declining interest earnings 
stemming from the cheap money policy of our government, no federal 
income taxes were paid by life insurance companies. 

During last year, Congress enacted a law fixing income taxes payable 
for the years 1949 and 1950. Because this was merely stop-gap legislation 
there is, at present, no law which detertnines the tax p;lyable by life insurance 
companies for the year 1951. 

Since taxes are a charge which in the final :.lI1:tlysis affect the cost of 
life insurance to every policyholder, we are hopeful that a solution will be 
found which will prove most satisfactory to all concerned. 

During the past year, certain problems arose that affect the future of 
group insur~l1lce. First of all, the Treasury Department issued a ruling that 
where an employer paid the employee's portion of a premium for an insur
ance benefit provided in compli;lI)ce with a state compulsory disability law, 
sllch prenliUlll must be considered as "income" on the part of the individual 
employee for the purpose of determining his federal income tax. The fact 
that the employer must show this item on his books, withhold taxes on such 
premiums, and report the amount to the employee, as well as to the govern
ment, involves considerable additional calculations and bookkeeping on the 
part of the employer and tends to discourage his payment of the employee's 
share of the pren1ium for such benefits. 

Of an even more serious nature is a report that the Treasury Department 
has under consideration a ruling to the effect that where an employer pays 
the premium for group insurance benefits for his employees, th:u the amount 
of premium is to be considered taxable income on the part of such employees. 

Apparently, this thought is predicated on the erroneous impression that 
a contribution to a welfare plan, which is either voluntary on the part of 
an employer, or the result of a collective agreement, is the equivalent of a 
cash-wage, and shall, therefore, be taxable income to the employee. This 
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reasoning is not only fallacious, but also a threat to the excellent labor
management relationships which have developed in industries covered by 
such welfare programs. 

The adoption and growing popu larity of employee welfare programs 
encompassing life insurance, accident and health, and retirement plans, 
results from a recognition of a principle for which labor has fought long 
and hard. Industry, in calculating its costs of production and net profits, 
has always made adequate provisions for depreciation and obsolescence of 
its machinery and plant and provided for their maintenance and repair. 
Employee welfare programs are simply an extension of the long argued fact 
that workers too have a useful productive period, break down and require 
repair, and that they too reach a point where it is more profitable to the 
employer to retire a worker after his years of productivity have been spent. 

Certainly, common sense dictates that if industry is to be permitted 
tax deductions resulting from the limitations of the life and durability of 
machinery, plant, and equipment, how can the Treasury Department even 
entertain any thought of making taxable to an employee the funds disbursed 
by an employer to provide for the same processes and contingencies of his 
workers? There is no justification to seek by such means additional taxes 
from workers simply because they file income tax returns, whereas, buildings 
and machines do not. 

A great deal more can be said on this subject, which limitations of time 
and space do not permit. It is hoped, however, that the Treasury Depart
ment in its search for avenues for revenue, will not attempt to venture into 
a stream that can only lead to turn10il in our labor-management relations, 
and if consistently applied, would eventually require workers being taxed 
on contributions made by employers under our social security, compensation, 
and other state compulsory health insurance Llws. 

BOARD OF DIRECTORS Formulation of company policy and managing 
the affairs of a life insurance company are, 

under the most favorable circumstances, a very complex task. Current 
economic and world conditions, which in the final analysis affect every 
avenue of our existence, have added new problems which must be met and 
solved. 

It is only the limitations of time and space which prevent my enumerat
ing all our associates and friends who have so ably participated and assisted 
in solving these problems and, thereby, made possible the record contained 
in the pages of this report. 

Your officers, directors, and members of the Executive Committee have 
all given of themselves most generously in guiding and conducting the 
affairs of our Company. I am deeply appreciative for their assistance and 
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grateful for the regu larity and thoroughness with whtch these exarninations 
are conducted. As in all previolls examinations, the State Insurance 
Examiners are assured of the complete and whole-hearted co-operation of 
all of our officers and employees. 

The recent death of Dr. Rainard B. Robbins came as a shock to the 
entire insllrance fraternity and, especia l1y to those who had the good fortune 
of being associated with him. Dr. Robbins was the first full-time Actuary 
of our Company, and served us in this capacity for ;1 number of years. 
Although retired due to ill health, Dr. Robbins, because of his continuing 
interest and warm feelings toward our Company, last year agreed to serve 
us in the capacity of Consulting Actuary. fIe was, thus, associated with 
us at the time of his death. Vie will all miss his wise counsel, and wish to 
express our deepest appreciation for the services he rendered to us. 

CONCLUSION 

In closing, I desire to express and extend a lasting and grateful word 
of acknowledgment to those who from the very inception of our organi
zation, gave of their time and resources, and made possible what we have 
accomplished. The confidence and trust which we now have on the part 
of the public generally, makes possible now the eventual expansion of our 
Company to one of the largest and soundest organizations devoted to the 
cause of financial security. This dream can be turned into reality by the 
continued and unyielding support of organized labor, their leaders, and 
those friendly to their cause. Our record merits such support. 

What the year before us holds in store, no one can foresee. The present 
economic and international situation leave much to be desired. Let us all 
fervently hope and pray that when we meet next year to celebrate our 
twenty-fifth anniversary, that these problems will have been resolved in 
favor of the democratic way of life and that a normal prosperity will be 
ours to enjoy. 

President. 
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REPORT OF THE TREASURER 

INANCIAL RESULTS as contained in the Annual Statement for the year 1950 
filed with the Insurance Departments of the States in which we operate 
reflect the excellent growth experienced during the past year. It is with a 
deep feeling of pride and satisfaction that I present this Treasurer's Report. 

Assets, liabilities, capital and surplus at the close of 1950 were as follows: 

ADMITTED ASSETS 

CJsh 

Bonus 

Stocks (CuI11ulati\'e Prete rreu) 

Shares ot Insured Sa\ings and LO~lI1 Associ~ltions 

Mortgages 011 l~eal Estate 

Hea l Es tate 

Loans to Policyhold ers 

Premiums dderreu and ill course of collection 

Accrued Jn terest, etc. 

TC fL\L A DMITTEf) ASSETS 

LIABILITIES, CAPITAL AND 

St~itLilor y PuLcy lZ·;:sencs 

1~ esc rve tor Policy Di\'id cnds, paY;lblc in J951 

Policy Proceeds :ll1d Dj\iticJHls \cIt \\ith Comp:ll1y 

i\\1 Other Li:lbilitics . 

Contingellcy 1~esc[\c lOI Croup Life Jnsur ~lI1Ce 

General Contingency Hese rve ... 

C:lpital Stock Paid Up 

Unassigned Surplus 

TOTAL LIABIL1TIES, 

CAPITA.,L AND SUl~PLUS 
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Amount 

$ 514,004.01 

G,198,284.00 

569,050.00 

150,000.00 

4,313,441.14 

4,034.72 

233,433.74 

1,127,183.64 

()8,686.44 

$13, tn,117.60 

SURPLUS 

$ 7,227,235.18 

1,037,H25.58 

2()2,(dG.()() 

] ,237,44<).68 

750,000.00 

750,000.00 

875,000.00 

1,037,<)7 1.24 

$13,178,117.68 

Per Cent 

3.9 

47.0 

4.3 

1.1 

32.7 

0.1 

1.8 

8.6 

0.5 

100.0 

54.8 

7.9 

2.0 

9.4 

5.7 

5.7 

G.G 

7.9 

100.0 
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http:875,000.00
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http:7,227,235.18
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Assets on D ecember 31, 1950, showed ::1l1 increase for the year of 
$2,568,184, or 24.2 /r,. After necessary provision for reserves, claims, divi
d ends and other liabilities, we increaseu our general contingency reserve 
by $75,000, group contingency reserve by $200,000, and unassigned surplus 
by $218,746. These increases brought the total of contingency reserves, 
surplus, and capital paid in to $3,412,971, an increase of $493,746, or 16.9V;; 
over 1949. This bulwark of safety represents 25.9 ('£:' of our total admitted 
assets. 

In addition to the amounts set asid e above, we again added $25,000 to 
the fund established in 1947 to strengthen reserves for insurance and 
annuities, bringing this fund to $100,000. This fund, it will be recalled, 
was established in 1947 when, becau se of the steadily declining interest rates, 
it was believed desirable to strengthen reserves on older policies which are 
based on high interest assumptions. 

Total investments in securities and mortgages increaseu by 14 Ie over 
1949 and amounted to $2,469,148. Of this sum $945,200 was invested in 
bonds and stocks, and $1,523,948 in first mortgages on real estate. 

The bond portfolio, after sales and calls for red emption, was increased 
by the net amount of $609,000, bringing the total bonds owneu to $6,221,500. 
All interest was received when due and we again received interest for one 
year on $15,000 par value of defaulted Missouri Pacific Railroad bonds. 
Bond holdings are well diversified as follows: 

Pal' Value Per Cent 

U. S. Government $ 2,502,500 

Canadian Government, Province. and City 110,000 

U. S. C ity 190,000 

J\ailroads ()91,(lOO 

Public Utilities 2,224,000 

Tnu ustrials 504,000 

TOTAL $ h,22J ,'500 

40.2 

1.8 

:).1 

J 1.1 

3'5.7 

8.1 

100.0 

Purchases and sales of preferred stock resulted in the slight decrease 
of $885 in the book or cost of preferred stocks owned. However, the market 
value of preferred stock owned, which is the hasis required by the Insurance 
Department for valuation for statement purposes, showed an increase for 
the year of $5,921. This brought the lllarket value of holuings to $569,050, 
or 97.7 / u of cost in comparison with 96'7~l at the close of 1949. All divi
dends due during the year were received. 

During the year 1950 we began to invest funds in savings and loan 
associations paying at least 3/r! divid ends, a rate unobtainahle 011 high grade 
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bonds during last year. Each such investment is insured to $10,000 by the 
Federal Savings and Loan Deposit Insurance Corporation, this being the 
maximUlTI amount invested in any single institution. At the close of 1950 
we had invested $150,800 in insured savings and loan banks, and received 
all dividends due us. These funds were invested in thirty institutions 111 

thirteen states. 

Mortgage loans placeu this yen amounted to $1,523,948. After pre
payments and regular amortization payments, mortgages owned increased 
$745,141 to a total owned on December ,)1, 1950, of $4,313A41. The large 
percentage of this portfolio \-\1hieh carries government guarantees or insur
ance is shown in the table which follows: 

No. " lmoul1t Per Cent 

Full y In\estnJ by FedeLll Housing Administration 	 205 

G. T. LO:ll1s- partial C;o\ernl11<::nt guarantee 	 125 

Conn:ntion:ll 	 Loan s 415 

745 

$1,4H2.4B3 34.4 

916.(lB7 21.2 

1,9 14,271 44.4 

$4,313.441 100.0 

Investing funds at adequate rates of return and with due regard for the 
safety of the funds entrusted to our care, continues to be an exceedingly 
difficult task. During the year 1950 our gross over-all return on investments 
was 3-40() as against 3-39 /t for 1949, and our over-all net return 2.92 70 in 
cornparison with 2.93(/ for 1949. Thus, we maintained our interest earnings 
and rnanaged to achieve this without sacrificing the high quality of our 
investment portfolios. 

Assets, surplus, and contingency reserves have, during the year 1950, 
continued their steady growth and are now at the highest level in the history 
of our Company. Our investlnents are in excellent condition. The affairs 
of the Company have been, and are being, administered with utmost care 
and safety, and the greatest regard for the trusteesh ip placed in us. We take 
pride in our accomplishments and look to the future with every confidence 
for our continued growth and prosperity. 

Secretary-Treasurer. 



REPORT OF THE AUDITOR 


T HE STATEMENT OJ' ADMITTED ASSETS AND LIABILITIES as oE December 31, 

1950, submitted by Treasurer James Maloney, has been examined and verified 
by me. This statement is similar to the Annual Statement, and the Schedules 
sent to the Insurance Department of the States in which we operate and to 
the Bureau of Internal Revenue in the computation of income taxes on 
March 15, 1951. 

The bonds, preferred stocks, and first mortgage liens have
Ledger Assets 

been examined with the Audit Committee on April 16, 
1951, and reconciled with the statement as of December 31, I950' The securi
ties were appraised in accordance with the va lues determined by the National 
Association of Insurance Commissioners. Policy loans have been examined 
individually and proven in agreement with our accounting records. 

The mortgage loans are the unpaid balances recorded on our records 
at the end of the calendar year. 

"Interest due and accrued" and the "premiums due
Non-Ledger Assets 

and deferred" have been checked. The method of 
compilation was reviewed and found adequate and accurate and in con
formity with sound insurance and accounting practice. 

The "Reserves" set Ul) for the values of policies were verified and
Reserves 

accepted by the Commissioner of Insurance of the State of Mary
land; the Dividend liabilities were con1puted by the Actuary; the other 
incurred liabilities, covering the current ciaims and operating expenses, have 
been verified as just and necessary expenditures. 

The Statements in the report of Secretary
Treasurer M a/oney' s Report 

Treasurer Maloney are a part of the complete 
Annual Statement filed with Insurance COlnmissioners. 

III my opinion the Statements in this report reflect the financial 
transactions and the result of operations during the year 1950. These 
Statements also show the financial position of the Company as of Decem

ber 31 , I950' 

Auditor. 
April 18, 1951. 
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