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EXHIBITS AND SCHEDULES OF THE CASUALTY 
ANNUAL STATEMENT BLANK 

BY 

THOMAS P. TARBELL 

The paper entitled "Casualty Insurance Accounting and the 
Annual Statement Blank," Proceedings, Volume XV, Page 141, 
deals with the most important sections of the annual statement 
blank from the financial standpoint, namely, Income and Dis- 
bursements, Assets and Liabilities and the Underwriting and 
Investment Exhibit. The present paper is designed to supple- 
ment this by treating the various exhibits and supporting 
schedules of the blank* from the accounting point of view. 

The exhibits and schedules herein described fall naturally 
into four groups: 

Exhibits 
Exhibit of Premiums. 
Recapitulation (of Premiums). 
Business in (State) during the year. 

Miscellaneous Schedules 
Special Deposit Schedule. 
Schedule of All Other Deposits. 
Schedule E--Reinsurance Recoverable. 

Investment or Asset Schedules 
Schedule A--Real  Estate. 
Schedule B--Mortgage Loans. 
Schedule C--Collateral Loans. 
Schedule D--Bonds  and Stocks. 
Schedule N - -B ank  Balances. 
Schedule X--Unlisted Assets. 

Underwriting and Reserve Schedules 
Schedule H--Salvage Recovered. 
Schedule Cr--Development of Unpaid Fidelity and Surety 

Losses and Claims Outstanding at the end of 
the seven prior calendar years. 

*All references are to the "Convention Edition" blank for 1928. Since 
changes in the blank are made yearly, item number references may change 
in future editions. The changes effective for the 1929 blank are contained 
and discussed in an "Addenda," Page 167. 
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Schedule J - -Current  year's development of Unpaid Fidelity 
and Surety Losses and Claims Outstanding at 
the end of the previous year. 

Schedule K--Fidel i ty  and Surety Losses and Claims reported 
during the current year and outstanding at the 
end of the current year. 

Schedule P--Liabil i ty and Compensation Loss Reserves. 
Schedule O--Test  of Loss Reserves (excluding Liability and 

Compensation) as of end of previous year in the 
light of developments during the current year. 

The principal purposes of these exhibits and schedules are as 
follows: 

(1) To provide insurance departments with sufficient infor- 
mation to determine if companies are complying with 
state laws. 

(2) To provide insurance departments with sufficient data 
and details to permit a partial audit of the financial 
statement during the interim between regular periodic 
examinations which are usually made at intervals of 
from three to five years. 

(3) To affordinformation for the general public andpolicy-hold- 
ers, particularly as respects a company's investments. 

The exhibits and  schedules are taken up individually in the 
order in which they appear in the statement blank. 

SECTION V I - - E X H I B I T  OF P R E M I U M S - - R E c A P I T U L A T I O N - - S T A T E  

BUSINESS (PAGE 7) 
(See Exhibit 1, Page 133) 

Exhibit of Premiums--This exhibit shows the development of 
gross premiums in force from the beginning to the end of the year. 

Gross Business---Colu_mns (1)-(5) The detail of the develop- 
ment of reinsurance ceded premiums is not provided for, the net 
amount of such premiums in force being entered in Column (6). 
The difference between Column (5) and Column (6) produces the 
net premiums in force, Column (7). 

The purpose of this exhibit is to furnish a rough check of the 
correctness of the premiums in force. The accuracy of the 
unearned premium reserve is dependent upon the correctness of 
the data in this exhibit and since the unearned premium reserve 
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EXHIBIT 1 
A N N U A L  S T A T E M E N T  F O R  TITR Y E A R  1928 O F  T H E .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ . _ . . , .  . . . . . . . . . . . . . . . . . . . . . .  _ . . . . . . . . . . . . . . . . . .  

V I - - E X H I B I T  OF P R E M I U M S  

CLASS 

Acc,.'dent . . . .  

HeaU:h . 0 , . . 
i%a-~n~bI~ mc~enl end 

4. A u t o  ] iab] lhy . . . 

5. I .h~i? ~ e r  tha aelo . , 

O. Worl~en% ¢0mr.n~tica . . 

7. Fidel i ty  . . . . .  

8. S u r e t y  . . . . .  

0. Pla te  gIa.~s . . . .  

tO. Burg la ry  a n d  thef t  . 

11, S t e a m  boiler , . . 

12. Maddne . ,T  . . . .  

13. A u l 0 p r o ; ~ [ 8  . . . 

14. Au to  collision . . . 
15. Pw.ne~l~ ds~a~g~. ~ co~ce 

~ I  ~ e  au~ . , . 

10. (a) .............................. 
17, TOTALS . . . 

i~ [u~ De~ ~i. ]at wrlttm ~ ~ene~¢4 D~ua I n f ~  
~ i  g~thout dedactlag dud, I the y ~ .  Total ~plntlon| a~d aL the ¢~d d 

ge2c|~ance ~ CoL 1, Page a i CuceIlatlor~ the Fear 

i- _ii_--Ii 

Deduct m~. t  I I l d ~ e d  
¢Sd:edule 19 

I 
_ _ . [  

I 
i 

_ _ . L  

R E C A P I T U L A T I O N  

18. |Gross premiums (less rdn~urance)  u g c a  all unexpired r~k~, vlz:  

19. Acc ident  . . . . . .  

20. Heal th  . . . . . . . .  
NON.-r~NC ELLABLE ACGIDE/~T 

2 L  A,~D };EALTH . . 

29.. Au to  l labit i ly . . . .  
UA~I~VTY OTHER 

25. F ; d d i t y  . . . . . .  

S u r e t y  . . . . . . .  

27. P la te  glas~ . . . . .  

28. Burg la ry  and  thef t  . . 

2~. S t e a m  boiler . . . . .  

80. M a c h l n e r y  . . . . .  
'~1. AUTO PROPERTY DAMA(1E • • * . 

22. Auto collision 
eeopg/ny DAMA~Je ~ NO ¢o1~ ,~3, USION OrHKq THAN AUTO •. 

~ .  (a) . . . . . . . . . . . . . . . . . .  

8& TOTAr..~ , , . 

Running ~)ne y . . . .  ~r  or l~sfrom date )e o[ p o l l _ .  ~/.Running m( 3o )r c t h . . . . .  year from d(aOte of polio,. 
-I 

P ' ~n Amount unearned " m Amount unearned 
~ ' ~  ° 1 et0p . . . . .  ~l f P . . . . .  (pro ral, a) 

ILI--____________LL______E 

l__L_ 

I 

Advance remluros 
(t~) ' 

IO) 

Total premiums per 
Column 7 Above 

Total unearned 
premiums 

86. 
37. 

88. 

89. 

40, 

41. 

42, 

43. 

44, 

45. 

46. 

47. 

48. 

49. 

50. 

51. 

52. 

B U S I N E S S  I N  . . . . .  D U R I N G  
: 'THE Y E A R  

• Accident  . . . . . . . .  

Hea l th  . . . . . . . .  

Non-cancel lable  acc idea t  a n d  hea l t h  

Auto  l iabi l i ty . . . . . . .  

L h b i l ;  W oilier t han  au to  . . . . .  

W o r k m ~ ' e  compensa t ion  . . . . .  

F idel i ty  . . . . . . . . .  

S u r e t y  

P la te  gla.m . . . . . . . . . .  

Burg la ry  a n d  t h e h  . . . . . . .  

S t eam boiler . . . . . . . . .  

M a c h i n e r y  . . . . . . . . .  

Auto  p roper ty  damago  . . . . . .  

Auto collision . . . . . . .  

Proper ty  damago a n d  coll~sion o ther  t han  au to  . 

( a )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTALS . . . . . . . .  

|) 
"Gr~ ~mlu ~ l~  reur. 

~ m l u m J  on ~ l ~  wr]l tcn of 
B e v ~ d  d u r l ~  the 

~ m m  ~ ' P d d  

~Bygr~tsprem~urashmeanttheag~rega~e~thepremIurnswr~¢t~a~nthep~;des~rren©wab~nf~r~ Are~heysoreturnedlnthhstaterneat? Answer:..._.= . . . . . . . . . . . . . .  
(a~ Eater "C~h," "Live Stock" ¢~ "S~rluIder." 

"Lea r dm~uma¢¢ In tdmJ¢~4 com~a~leL 
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constitutes, on the average, about 40% of the total liabilities of 
a company, the importance of this exhibit is obvious. 

The exhibit is subject to audit as follows: 

Column (1) The amounts in this column check with the cor- 
responding amounts in Column (5) of the 
previous year's exhibit. 

Cohtmn (2) The amounts in this column check with the 
amounts in Items 4-20, Column (1), Page 2 of 
current statement. 

Columns (4) and (6) upon which depend the correctness of 
Columns (5) and (7) are not subject to audit. 
Column (4) is made up of (a) gross premiums on 
expired policies; (b) net additional (or refund) 
premiums developed by audit on expired poli- 
cies; (c) gross premiums on policies not taken 
and (d) gross (not return) premiums on policies 
canceled during the policy period. In general, 
it will be found that  the amounts in Column (4) 
of the current year's statement will be substan- 
tially the same as those in Column (2) of the 
previous year's statement. This is a very rough 
and approximate rule and is not applicable 
where premium volume is rapidly increasing or 
decreasing or where there are unusual factors 
present such as a material change in the pro- 
portions of one year and three year business 
written. I t  does. however, furnish a rough 
check in most instances when applied to aU 
lines combined. In case of Column (6) it will 
generally be found that  the amounts vary ac- 
cording to premium writings. If net reinsur- 
ance premiums written increase during a partic- 
ular year, the amount of reinsurance premiums 
in force will tend to increase in substantially the 
same ratio and vice versa. However, as in 
case of Column (4), this is a very rough and 
approximate rule and does not always hold. 

/~ecapitu/~tion. This exhibit is a summary of the unearned 
...... ¢ .  

premium reserve computation. The sums of the amou_'*.~ in 
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Columns (1), (3) and (5) check with the amounts  in Column (6). 
The  amounts  in Column (6) check with the  amounts  in Column 
(7) of the  "Exhib i t  of Premiums."  The  sums of the amounts  in 
Columns (2), (4) and  (5) cheek with the amounts  in Cohlmn (7). 
The  sum of the amounts  in Column ( 7 ) - - I t e m  35--checks  with 
I t em 25, Page 5 of s ta tement .  

Although this exhibit shows unearned premium results on a 
net  (gross less reinsurance ceded) premium-in-force basis, it  is 
the  general practice of companies to compute  the gross and 
reinsurance unearned premium reserves separately.  

There  are two methods of computing the  unearned premium 
reserve the half-yearly me thod  and the semi-monthly  method.* 
Under  the first me thod  the reserve under  policies running for one 
year  or less is ~ or 50% of the premiums in force and under  
policies running more than  one year  the fraction for the unexpired 
term, assuming all policies to have been issued in the middle of 
the year.  Using policies issued for a period of three years, for 
example, the  unearned premium reserve factors are: 

Policies issued in current  y e a r - - 5 / 6 t h s  
, , one year  prior - - 3 / 6 t h s  or 1~ 
u a two years p r i o r - - 1 / 6 t h  

Under  the second method the reserve is computed  for each 
month  of issue (or expiration), assuming all policies to  have been 
issued in the middle of the month.  The  unearned factors for  
one year  policies are:  

December  issues--23/24ths 
November  issues--21/24ths 

J anua ry  issues - - 1 / 2 4 t h  
In case of three year  policies the factors are: 

December  of current  year . . . . . . . .  71/72nds 
November  '~ " " . . . . . . .  69/72nds 

J anua ry  of current year  . . . . . . . .  49/72ntis 

December one year  previous . . . . . .  47/72nds 
November  u , ,  " . . . . . .  45/72ntis 

J anuary  one year  previous . . . . . .  25/72ntis 

December  two years previous . . . . .  23/72ntis 
November  " " " . . . . .  21/72ntis 

J anuary  two years previous . . . . .  1/72rid 
*The semi-monthly method is sometimes referred to as the pro rata method. 
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In case of companies computing the unearned premium reserve 
by the half-yearly method, the amounts in Column (2) will, of 
course, be one-half the amounts in Column (1). No check can be 
applied to Column (2) in case of companies computing the 
unearned premium reserve by the semi-monthly method. 

The reserve on December 31st will be greater or less than fifty 
per cent., according to whether a larger proportion of business 
is written in the second or first half of the year. In most 
cases, however, the total of Column (2) will be less than one- 
half the total of Column (1) since in case of Compensation 
and the Automobile lines the proportion of business written 
in the first half of the year is greater than the proportion written 
in the second half of the year. 

Column (4) is not subject to check. In general, the amounts 
in Column (4) will approximate one-half the amounts in Column 
(3) regardless of whether the unearned premium is computed by 
the half-yearly or the semi-monthly method. However, many 
exceptions are found to this rule and no reliable check is available 
without referring to original unearned premium records. 

Where a company employs the semi-monthly method the 
expression "50 per cent." in parenthesis in Column (2) should be 
changed to read either "semi-monthly basis" or "pro rata basis." 

Business  in  . . . . . . . . .  during the year. This exhibit has no 
reference to nor does it check with any part of the financial 
statement. I t  is merely a statement of business transacted 
during the year in the particular state to which report is being 
made. The requirements of the various states are not uniform 
as respects the basis of compiling this exhibit. Most states 
provide for the reporting of gross premiums written (direct and 
reinsurance assumed) less reinsurance premiums ceded to corn- 
parties authorized to transact business in the state and gross 
losses paid (direct and reinsurance assumed) less reinsurance 
received on business ceded to authorized companies. While no 
reference is made to salvage it is generally assumed that losses 
should be reduced by net salvage received. A few states require 
the compilation of the exhibit on the basis of earned premiums 
and incurred losses. 



EXHIBITS AND SCHEDULES 137 

SPECIAL DEPOSIT SCHEDULE (P~GE 10) 

As a condition precedent to receiving authority to transact 
business, certain states require that  a deposit of securities* be 
made with a designated state official for the exclusive benefit of 
policyholders (and creditors) in the particular state. This sched- 
ule contains a description and other details of securities so de- 
posited. It has no direct bearing upon the financial statement 
and is not of sufficient importance to justify its reproduction. 

SCHEDULE OF ALL OTHER DEPOSITS (PAGE I0) 

As a condition precedent to receiving authority to transact 
business, certain states require that  a company must have a de- 
posit of a certain amount in the form of approved securities with 
the proper official of its home state or some other state for the 
benefit of all policyholders (and creditors). United States 
branches of foreign compardes are required to make similar de- 
posits in some state in lieu of capital. The foregoing types of 
deposits are known as general deposits. As in the case of special 
deposits, they have no direct bearing upon the financial state- 
ment and, accordingly, the schedule is not reproduced. 

SCHEDULE A (PAoES 11 AND 12 oF STATEMENT) 

(See Exhibit 2, Page 138) 

This schedule consists of three parts as follows: 

Part 1--Real estate owned at the end of the year 
" 2--Real estate acquired (including additions and im- 

provements) during the year 
" 3---Real estate sold (including payments on "sales under 

contract" during the year 

The schedule as a whole balances between years according to 
the following formula: 

*In lieu of a deposit of securities some states permit the filing of a 
corporate surety bond. 
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EXHIBIT 2 

Forml ANNUAL ~EATEMENT FOR THE YEAR 1928 OF THE 

SCHEDULE A--Par t  1 
Show~ng e!! Rt.M Estate OWNED December 3z of Currvn~ Year, the Cost, Book and Markel Vcdue fhereof, lh* Nature and Amount of all Liens and. Incumbrances thereon, ~ncluding. Interest Due and Accrued, E1¢. 

0 . . . . . . . . . . . . . . . . . . . . .  . ~ .  . . . . . .  v ~  " ° ~ = ~ "  % ' = "  ], .... . ~ "~ , It . . . . . .  ,, ~o , , , . ,  °E . . . . . .  ' .  
• OIIL&NI~I$1ZEANDDF-NCklI~IOIq ~ t ~  . . . . . . .  " ~ i  l ~ ¢ t ~  V~tvt.  L m  ~ m  V ~  V*zut ' C. ~ ~ E ~ d ~ W  | II e.t~,RratlLlt E~r~ndtd ~ II . ~ , , m .  ~x~ ,~e~_ t~  . . - - .  i r  I r u m  I ta,,,d*l 

, ' ,  r:,', ' r'e~ r.,a ,~ re~ t',-~ (e)_ ( '~ r,,~/ . I , , )  t ' O  l l '~!  ( '") 9 s) o o  (~T) Qe) li ('~') (~q~ ( '~  i (~ ' )  

I ~ L___ I~ .-. 

*I~I.~ cmt ol a~'tmlri~g tltl~, trod, II the I ~  was s~hz4 by l¢*~l~urt, ~u~ cod ~gl i~dude tlm amotmt* ~I~mded for l~¢s, ttl~ ~d imlxowm~ti ~ior to the dlt~ on whle.h the o~m!~ y acq~r t~l tim title. 

W 
F o , m S  A N N U A L  S T A T E M E N T  F O R  T H E  Y E A R  I 9 2 8  O F  T H E _  < ~ , , ~ . . . . . ~  ~ a c * , - ~ )  

SCHEDULE A - - P a r t  2 

Shewing all Real Estate ACQUIRED During Year, and Showing also A mounts E.xpended for Additions and ~ermanent Impr~'e, ne*tts Made During said Year 1o ALL Real Es~te 
. - t  

~UA~TI'i-y. DIME~SIObr~ ANrD LOCATION OF |.%NDS; SIZE AXN'D DI~IR|i~TION OP BUILDINGS (OK) N&TLII1~ OF * D ~/A~IE OF VENDOR DU~U~ V ~  ~ t ~ : ~  DL"SING Viii ~ ~ I~I ~ q ~  
. ~  A D D I T J O N S A N D  pB.q31ANF~MT IMPROVEAtE~TS M A D K  DURI,' , 'G %'F~AR DATE ACqUIReD HO~ ACOUIRE 

QUANTITY, DIM EN,~ION$ AND LOCATION O~ IAUD$; S]~l~ AND D ~ R I P T I O N  
o ~  BUmDh~ 'US  

N° I ~ l t m  $ I~?~ ~ ~ B y )  
DATE 
~ L D  

SCHEDULE A--Par t  3 

Sho'udng all Real Eslate SOLD Durln }%ar, Inchutlng Paymeal4 During Year on "Sales under Contract" 

.... !1 II t . . . . . . . . . . .  I L .  

' :,',,, /it I t ;  , t  I,,, ,; II  I 
r * Indud iu i f  cost of acquidoK ratio, end,  i l  t he  properly was  a c q u . c d  by | o r~ losu re ,  such cost *hMl indude  die  amo~ 

t t --4~'A~ payme~a~ on  " B I ~  u n d =  coa t rac t"  m P ~  3 by  ; " ~ R  t h e  ~ " P "  a f t u  t h e  n ~ m b ~  ~ the  [ ~ x ~ t  

l ,Lr td  t h t  
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Book Value December  31st of previous year  $ . . . . . . . .  

Add:  Profit  on sales, Par t  3 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Increase by  adjus tment ,  Pa r t  l . . . . . . . . . . . . . . . . . . . .  
Increase b y  adjus tment ,  Pa r t  3 . . . . . . . . . . . . . . . . . . . .  
Cost  of acquirals, Pa r t  2 - - C o l u m n s  (6) 

and (7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Decrease of encumbrances  . . . . . . . . . . . . . . . . . . . . . . . .  

Tota l  . . . . . . . . . . . . . . . . . . . . . . . .  $ . . . . . . . .  

Deduc t :  Loss on sales, Pa r t  3 . . . . . . . . . . . . .  $ . . . . . . . .  
Decrease by  adjus tment ,  Pa r t  1 . . . . . . . . . .  
Decrease b y  adjus tment ,  Pa r t  3 . . . . . . . . . .  
Considerat ion received on sales, 

Pa r t  3 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Increase of encumbrances  . . . . . . . . . . . . . . . .  $ . . . . . . . .  

Differencc cquals book value 
December  31st, current  year  $ . . . . . . . .  

I n  addit ion to  the general balance of the  schedule, Pa r t  3 
balances as follows: The  difference between the  book value a t  
date  of sale and consideration received on sale equals the  net  
profit  or loss on sale, as the  case m a y  be. 

In  most  instances the  descriptions a t  the  heads of the  various 
columns are self-explanatory.* The  following explanat ions and 
comments  m a y  be helpful to a clearer unders tanding  of some 
par ts  of the  schedule and some of the  problems me t  with in 
pract ice  in compiling the same. 

PART 1 

Column (6): This  column (actual  cost) shows the  gross cost, 
including encumbrances  assumed, if any.  

Column (20): There  is some uncer ta in ty  as to just  wha t  the  
descript ion (rental  value of space occupied by  company)  con- 
templates .  Most  companies  report  the  am oun t  actual ly  charged 
during the year  to agree with the amount  included for company  
occupancy in I t e m  29, Page 2. However,  i t  would seem more  
logical to  repor t  the  annual  rental  charged itself by  the  c o m p a n y  

*Column numbers are not contained in Schedules A, B, C, D and G as 
printed in the convention annual statement blank but for convenience of 
reference have been included in these schedules as reproduced in this paper. 
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as of the end of the year. This amount may or may not check 
with the amount included in Item 29, Page 2. 

I t  should be noted that the amounts for company occupancy 
included in Items 29, Page 2, and 33, Page 3, will not agree since 
a portion of the rent expense is included in disbursement items 
other than Item 33, particularly in Items 19-22 and 32 (See 
Proceedings, Vol. XV, Number 32, Pages 152 and 153). 

PART 2 

Column (6): Cost to Company during year. This column calls 
for gross cost to company of real estate as it stands at date, or 
dates, of purchase, i. e., the cost of the land, if unimproved, or 
cost of land and improvements, if improvements exist at date of 
purchase, including, of course, cost of acquiring title. It  should 
not include any amounts expended for additions and permanent 
improvements subsequent to date of acquiring title. 

Column (7): Amount expended for Additions and Permanent 
Improvements during year. This column calls for amounts ex- 
pended during year for additions and permanent improvements 
made subsequent to acquiring title and which are charged to 
capital (asset) account. Ordinary repairs and expenses charged 
to expense account should not be reported in this column, but in 
Column (18) "Expended for taxes, repairs and expenses," of 
Par t  1. 

Column (8): Book Value December 31 of current year, less 
encumbrances. There is some uncertainty as to just what purpose 
this column serves, but it is probably intended to show by a 
comparison between cost and book value, whether or not adjust- 
ments of capital (asset) value are reasonable. 

In filling oui this column, only the book value corresponding 
to that  portion of the real estate appearing on this part of the 
schedule should be considered. For example, if the transaction 
indicated on the schedule consists of capitalized permanent im- 
provements, only the book value of the permanent improvements 
should be entered and not the total book value of the parcel. 

PART 3 

Where profit or loss adjustments are made to bring the book 
value to the sale price, the amount to be entered in the "Book 
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value at date of sale" column is the book value after the profit 
or loss adjustments have been made, i. e., the sale price. 

Where sale is made subject to existing encumbrances, the 
amount to be entered in the "Amount received" column is the 
sale price less the existing encumbrances. 

Where, however, a sale is made of unencumbered real estate, 
the company taking a mortgage as part payment, the amount to 
be entered in the "Amount received" column is the gross sale 
price. 

Sales under contract, while not of frequent occurrence, are very 
often incorrectly reported in the schedule. Where the agreed 
sale price and book value are the same, no complications arise. 
A pro rata amount is entered in the "Cost to company" column, 
and the amount of the payment in both the "Book value" and 
"Amount received" columns. Where the agreed sale price and 
book value differ, two methods of accounting are open. 

It  may be assumed that  there is a proportionate profit or loss 
with each payment or it may be assumed that  no profit or loss is to 
be considered until the final payment has been made. 

In the first case, pro rata amounts of the cost and book value 
should be entered in the appropriate columns and the amount of 
the .payment in the "Amount received" column. A pro rata 
profit or loss, according to whether the agreed sale price is more 
or less than the book value, will be shown in the profit or the loss 
column. In the second case, the amount of the payment (except 
for the final payment) should be entered in all three columns: 
"Cost," "Book value" and "Amount received." Proper ad- 
justments of the amounts in the "Cost" and "Market  value" 
columns of Schedule A, Part 1, should be made depending upon 
the accounting method adopted. 

Checks between various data in the schedule and certain items 
of the financial statement follow: 

The total of Column (7), Part 1--Book value less encum- 
brances-checks with Item 1, Page 4. 

The difference between Columns (7) and (8)--Market value 
less encumbrances--Part 1, checks with Item 39 or Item 52, 
Page 4. 

The sum of the totals of Column (9), Part 1 and Column (6), 
Part 3--Increase by adjustment in book value during year--  
checks with Item 39(a), Page 2. 
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The sum of the totals of Column (10), Part  1 and Column (7), 
Part  3--Decrease by adjustment in book value during year- -  
checks with Item 57(a), Page 3. 

The sum of the totals of Column (17), Part  1 and Column (12), 
Part  3--Gross rental less interest on encumbrances--checks with 
Item 29, Page 2. 

The sum of the totals of Column (18), Part 1 and Column (13), 
Part  3--Expended for taxes, repairs and expenses during year--  
checks with the sum of Items 35 and 36, Page 3. 

SCHEDULE B (PAGE 13 oF STATEMENT) 

(See Exhibit 3, Page 143) 

The schedule proper shows "all mortgage loans owned Decem- 
ber 31 of current year, and all mortgage loans made, increased, 
discharged, reduced or disposed of during the year." In addi- 
tion, there is provided a recapitulation or classification of loans by 
state and foreign country. 

The schedule balances between years as follows: 
Amount unpaid December 31st of previous 

year--Column (8) . . . . . . . . . . . . . . . . . . .  $ .............. 
Add: Amount loaned during year--Column (9) . . . . . . . . . . . . . . . . .  

Total . . . . . . . . . . . . . . . . . . . . . . . .  $ .............. 
Deduct: Amount paid on account or in full during 

year---Column (10) . . . . . . . . . . . . . . . . . .  $ .............. 
Differencc cquals amount unpaid Decem- 

ber 3lst of current year--Column (11) $ .............. 

The various checks between the schedule and the financial 
statement follow: 

The total of Column (8)--Amount unpaid previous year - -  
checks with the total of Column (11)of the previous year's state- 
ment and also with Item 2, Page 4 of the previous year's state- 
ment. 

The total of Column ( l l ) - -Amount  unpaid current year - -  
checks with Item 2, Page 4. 

The totals of Columns (14) and (15):--Interest due and accrued 
--check with the respective amounts in I tem 32, Page 4. 

The total of Column (17)--Paid for accrued interest--checks 
with the inside amount of I tem 22, Page 2. 

The total of Column (16)--Gross interest received--less the 
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to ta l  of Column (17) - -Pa id  for accrued in teres t - -checks  with 
the  extended amount  of I t em 22, Page 2. 

As a rule, no difficulty is experienced in preparing this schedule. 
Where  foreclosure is t aken  on a mortgage, mortgage loans account  
is credited with the amount  of the mortgage and interest  on 
mortgage loans with the amount  of interest  due, the corre- 
sponding debit being to real estate account.  Occasionally a 
mortgage is sold or a compromise set t lement  accepted for less 
than  the face amount .  In  such event,  the face amount  of the 
mortgage should be entered in the "Amount  pa id"  column, as the 
schedule makes no provision for profit or loss, and a footnote 
added showing the details. The  net  loss should be entered under  
I t em 56 (d), Page 3 as follows: 

Gross Loss on Sale or Maturity o] Ledger Assets, Viz: 
(d) Morfgage Loans 

SCHEDULE C (PAGES 14 AND 15 OF STATEMENT) 

(See Exhibi t  4, Page 145) 

This schedule consists of three par ts  as follows: 

Par t  1--Collateral  loans in force at  end of year. 
u 2---Collateral loans made during the  year. 
" 3--Col la tera l  loans discharged in whole or in par t  

during the year. 
Provision is made in each par t  of the schedule for a record~of 

all changes in collateral during the year. The  purpose of this 
requirement  is to show whether  or not  the collateral security" was 
adequate  a t  all times. 

The  schedule balances between years as follows: 

Amount  loaned December  31st of previous 
year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ . . . . . . . . . . . . .  

Add: Amount  loaned during the year, P a r t  2 - -  
Column (6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Tota l  . . . . . . . . . . . . . . . . . . . . . . . . .  $ .............. 

Deduct :  Amount  repaid during the year, P a r t  3 - -  
Column (6) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .............. 

Differencc cquals amount  loaned December  
31st, current  year  . . . . . . . . . . . . . . . . . . . . .  $ .............. 
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EXHIBIT 4 

Form 3 ANNUAL S T A T E M E N T  F O R  T H E  YEAR 1928 O F  T H E .  

SCHEDULE C--Parl: 1 
Slw'~ng all Collatc'ral Loans IN F O R C E  Decemb~ 31 of Current Year, end (~ll Subst~ut~ns of Collaternl Thereon l~rlng said Year 

Dl~C~ t~  o r  ~4~uml,l~ H~ ~ ~ I TERE~CT SU~S'TI't'~TIONS OF COLLATERAL, V lZ :  

~ ~ ~ ~ II ~ ~ ~ "~------,-__ ~ -.---'--'-- . 

l ~ a 3  ANNUAL STATEMENT FOR THE YEAR 1928 OF THE , 

S C H E D U L E  O - - P a r t  2 
Sluru~ng All Collateral Loans M A D E  During tlze Year, and All Subs~utknts of Collateral Thereon During Said Year 

N~Subl t l tu~xms  of collateral need be ~ in ~ In only oae ¢du'blt. Rder in ev.h ol the oL~r ~ ' b i t a  to the nu~her d t ~  lasa h tJ~ ~ H t  m which the ~ t u t i o a  h Lhewn a~l Ik0¢ the ~b~tut~a8 in Part I wla~ pox'hie, 

Rmz--I~d~te  pL~tld ~yme~ta in Part 3 by t ~  ~ " P "  in . ~  

SCHEDULE C---Part .3 

Sho~ing All Collal¢,ral Loans DISCHARGED in Whole or in Parl During d~ Year, and All Subslilut&ms of Co .ora l  Th~eon During Sa~d Year 
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The various checks between the schedule and  the financial 
s t a t emen t  follow: 

The  to ta l  of Column (6), Pa r t  1 - - A m o u n t  loaned- -checks  
with I t e m  3, Page 4. 

The  tota ls  of Columns (10) and  (11), Pa r t  1 - - I n t e r e s t  due and  
acc rued - - check  with the respect ive amounts  of I t e m  33, Page 4. 

The  sum of the to ta ls  of Column (12), Pa r t  1 and  Column 
(10), Pa r t  3 - - I n t e r e s t  rece ived- -checks  with I t e m  23, Page  2. 

The  prepara t ion  of this schedule presents  no par t icular  diffi- 
culties. In  case a borrower  defaults  and the sale of the  collateral 
does not  realize a sufficient amoun t  to  pay  off the  loan, the loss 
should be shown in the m anne r  indicated for showing the loss 
under  a mor tgage  loan. 

SCHEDULE D (PAGES 16, 17, 18 AND 19 oF STATEMENT) 
(See Exhibi t  5, Page 147) 

This  schedule consists of five par ts  as follows: 
Pa r t  1 - -Bonds  owned at  the end of the year.  

" 2 - -S tocks  ovmed at  the  end of the year.  
" 3 - -Bonds  and  stocks acquired during the year.  
" 4---Bonds a n d  stocks sold, redeemed or otherwise 

disposed of during the  year.  
Sununary  of bonds and  stocks b y  classification. 

The  schedule as a whole, balances between years  according to 
the  following formula:  

Book Value December  31st of previous y e a r . .  $ ................ 
Add:  Profi t  on sales, Pa r t  4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Increase by  ad jus tment ,  Pa r t  1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Increase  by ad jus tment ,  P a r t  2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Increase  by  ad jus tment ,  Pa r t  4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cost  of acquirals, Pa r t  3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

To ta l  . . . . . . . . . . . . . . . . . . . . . . . .  $ ................ 
Deduc t :  Loss on sales Pa r t  4 . .  $ ................ 

Decrease by  ad jus tment ,  Pa r t  1 . . . . . . . . . . . . . . . . . .  
Decrease by  ad jus tment ,  Pa r t  2 . . . . . . . . . . . . . . . . . .  
Decrease by  ad jus tment ,  Pa r t  4 . . . . . . . . . . . . . . . . . .  
Consideration received 

on sales, Pa r t  4 . . . . . . . . . . . . . . . . . .  $ ............... 

Difference cquals book value 
December  31st current  year  . . . . . . . . . . .  $ . . . . . . . . . . . . .  
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Part 4 of the schedule balances as follows: The difference be- 
tween the book value at date of sale and consideration received 
on sale equals the net profit or loss on sale, as the case may be. 

The following are the various checks between the schedule and 
the financial statement: 

The total of Column (6), Part 1 checks with Item 4 (bonds), 
Page 4. 

The total of Column (3), Part 2 checks with Item 4 (stocks), 
Page 4. 

The difference between--(a) the sum of the totals of Column 
(6), Part 1 and Column (3), Part 2 (book values), and (b) the sum 
of the totals of Column (9), Part 1, and Column (6) Part 2 
(market values) checks with Item 40 or Item 53, Page 4. 

The total of Column (11), Part 1--Interest due and accrued-- 
checks with the extended amount of Item 34, Page 4. 

The total of Column (6), Part 3--Paid for accrued interest--  
checks with the inside amount of Item 24, Page 2.* 

The sum of the totals of Column (12), Part 1, Column (11), 
Part 2, and Column (12), Part 4 Gross interest and dividends 
received--less the total of Column (6), Part 3 checks with the 
extended amount of Item 24, Page 2.* 

The sum of the totals of Column (13), Part 1 and the bond 
portion of Column (8), Part  4--Increases by adjustment--checks 
with Item 39(b), Page 2. 

The sum of the totals of Column (12), Part  2 and the stock 
portion of Column (8), Part 4---Increases by adjustment--checks 
with Item 39(c), Page 2. 

The sum of the totals of Column (14), Part 1 and the bond 
portion of Column (9), Part  4--Decreases by adjustment--  
checks with Item 57(b), Page 3. 

The sum of the totals of Column (13), Part  2 and the stock 
portion of Column (9), Part 4--Decreases by adjustment--  
checks with Item 57(c), Page 3. 

The bond portion of Column (10), Part 4 checks with I tem 
38(b), Page 2. 

The stock portion of Column (10), Part 4 checks with Item 
38(c), Page 2. 

*These cheeks will not apply for the 1929 statement blank because of 
changes to become effective in 1929. See "Addenda," Page 167 for super- 
seding cheeks. 
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The bond portion of Column (11), Part 4 checks with Item 
b6(b), Page 8. 

The stock portion of Column (11), Part 4 checks with Item 
56(c), Page 8. 

The schedule summary is of no particular consequence and is 
inserted merely for the convenience of insurance departments, 
some of which print this summary in lieu of a complete list of 
security holdings. 

Before passing to other features of this schedule, reference 
should be made to the reporting of additional details in case of 
companies valuing bonds upon the amortization basis. The 
increases for accrual of discount and amortization of premiums 
are usually included in Columns (13) and (14), Part 1, and Col- 
umns (8) and (9), Part  4, with increases or decreases made for any 
other purpose (such as increases or decreases to adjust the book 
value up or down to the market value in ease of bonds not subject 
to amortization, ~. e., perpetual bonds, bonds in default as to 
principle or interest and bonds not amply secured). Schedule 
D, Part 1 of the Life annual statement blank (Convention edi- 
tion) contains additional columns for reporting the increases or 
decreases resulting exclusively from the amortized basis of 
valuation. These columns, however, are not incorporated in 
the Convention edition of the Miscellaneous (or Casualty) blank. 
They are, however, incorporated in the Connecticut blank and 
provide for the following data: 

1 .  Effective rate of interest at which purchase was made. 
2. Amortized orinvestment value December 31st of current year. 
8. Increase in amortized value during the year. 
4. Decrease in amortized value during the year. 

Where a company values its bonds on the amortized basis, 
changes in market values do not affect surplus except in case of 
bonds not subject to amortization, and for the purposes of deter- 
mining the amounts to be entered in Items 40 or 53, Page 4, as 
respects bonds, the book values are compared with the amortized 
values. The book and amortized values will be the same, pro- 
vided a company adjusts its book values to market values in ease 
of bonds not subject to amortization, since for such bonds the 
market value must be used as the amortized value. Otherwise, 
there will be an excess in favor of one or the other basi~. 
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Where a company values its bonds on the amortization basis, 
it is usual to amend the wordings of Items 40 and 53, Page 4, 
to indicate that  bond values are upon the amortized rather than 
the market basis. 

The following amended phraseology for Items 40 and 33, 
Page 4, is sometimes used: 

Item ]~O--"Amortized value (not including interest in Item $$) o/ 
bonds and market value of stocks over book value, per 
Schedule D." 

Item 5$--"Book value of bonds over amortized value and of stocks 
over market value, per Schedule D." 

In general, the column headings of the various parts of the 
schedule are self-explanatory and require no further elaboration. 

In case of Columns (8), (9) and (10), Part  2, (dividend rates) 
the rates to be entered are the annual rates of dividend (or annual 
amounts per share on stock of no par value) paid during each of 
the three years that  the company has held the stock. In case of a 
stock purchased during the period the full annual rate or amount 
should be entered for the year of purchase, even though the com- 
pany actually received dividends for only a fraction of the year. 

In case of Column (7), Part 4 (book value at date of sale) 
where profit or loss adjustments are made to bring the book value 
to the sale price, the amount to be entered is the book value after 
the profit or loss adjustments have been made, i. e., the sale price. 

Infrequent and unusual transactions sometimes present 
questions as to the proper reporting of the same in the various 
parts of the schedule, keeping in mind that the schedule must 
always balance between years according to the formula set out 
on Page 146. The following comments cover the schedule entries 
for such transactions as are most generally met with in practice: 

Stock Dividends. Since the Supreme Court of the United 
States has ruled that  stock dividends are not income, the proper 
method of reporting the same in the schedule is to enter them on 
Part 3, giving description, date acquired and par value as called 
for. Under name of vendor, the notation "Stock Dividend" 
should be made. The cost to Company should be "0." 

Sale of Rights. The total proceeds from sale of stock rights do 
not, as sometimes erroneously believed, represent profit. The 
major portion of the proceeds represents a return of capital and 
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the profit or loss is usually a comparatively small amount. For 
this reason the simplest method of handling the annual State- 
ment accounting for the proceeds from sale of stock fights is to 
as~i~me no profit or loss but to credit book value with the full 
amount of the proceeds. In such case the entries in Schedule D, 
Part 4, are as follows: 

In the description column, the number of "Rights" should be 
inserted before the name of the stock; "0" in the par value col- 
umn; the consideration received (proceeds) in both the cost to 
company and the book value at date of sale columns. 

The actual profit or loss may be determined, if such refinement 
is desired, in accordance with the method outlined in "Regula- 
tions 74--Income Tax--Revenue Act of 1928," Article 58, 
Pages 14 and 15. It  should be borne in mind that  in determining 
the profit or loss for annual statement purposes the same is 
predicated upon book value rather than upon actual cost. I t  is 
the general, although not universal practice, of companies to 
carry the actual cost as the book value and where this condition 
exists the annual statement profit or loss will be the same as 
profit or loss for Federal Income Tax purposes. 

Transfers to Schedule X. The approved method of treating 
transfers to Schedule X--Unlisted Assets (see Page 165)--is to 
decrease the book value to "0" by profit and loss entry. The 
usual entries are made in Part 4 of the schedule, "0" being 
entered in the consideration and book value at date of sale 
columns; the date charged off in the date sold column; and the 
notation "Transferred to Schedule X" in the name of purchaser 
column. 

Transfers from Schedule X. Transfers from Schedule X must 
pass through Part 3. The following entries should be made: 

The usual entries will be made in the description and par value 
columns; the date of transfer in the date acquired column; the 
notation "Transferred from Schedule X" in the name of vendor 
column and "0" in the cost to company column. An increase by 
adjustment must be made in Part 1 to establish the book value; 
also the original cost should be entered in the actual cost column 
of Part 1. 

Receipts in Form of Securities.--Reeeipts are not always in cash 
but sometimes consist of securities. This frequently happens 
where reinsurance of all the outstanding risks of a company is 
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effected. In such cases the value fixed upon the securities should 
be considered as the purchase price and properly entered in 
Schedule D, Part 3, in case of the accepting company, or as the 
sale price and properly entered in Schedule D, Part 4, in case of 
the ceding company. 

A similar rule would apply to any securities received as salvage. 
The fair market value would be reported as salvage received-- 
Items 1-17, Column (2), Page 3--and such value entered in the 
"Cost to Company" column of Schedule D, Part 3, since the 
transaction (from an accounting standpoint) is exactly the same 
as if the company received the amount of cash and immediately 
invested it in the security in question. 

Exchange of Securities. Exchanges of securities may arise from 
pure "swaps" carried out through a broker, but more frequently 
result from "reorganizations." The schedule accounting pro- 
cedure in general is as follows: 

Part 4--The book value of the old securities at the date of 
exchange should be considered as the sale price. 

Part  3--The book value of the old securities at the date of 
exchange, minus the cash received or plus the cash paid, if any, 
should be considered as the purchase price (cost to company) 
of the new securities and the book value for Part 1. 

Note that  the foregoing assumes no profit or loss involved in the 
transaction. This will be the situation in most instances. The 
rule, however, does not apply if a book profit or loss is involved, 
and in such rare instances each transaction must be handled in 
accordance with the circumstances. 

Where bonds are exchanged for part bonds and part stock, an 
apportionment of the book value of the old securities (bonds) will 
be necessary for determining the respective costs of the new 
securities (bonds and stocks), taking into consideration also any 
cash received or paid in connection with the exchange. No fixed 
rule can be given. In some instances stock received on reor- 
ganization represents potential future value only, and where this 
is the case it is a question of whether or not the new stock should 
be assigned any book value or cost. Each transaction must be 
considered on its merits. 

"Stock Split-Ups." Where stock of a certain (or no) par 
value is exchanged for a larger number of shares of the same class 
of stock of a smaller (or no) par value, the transaction should be 
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carried through Parts 3 and 4 of Schedule D, treating the book 
value at the date of exchange as the sale price for Part  4 and the 
purchase price for Part  3. As  the change is one of form only, 
no profit or loss on sale should be considered and on Part  2 of the 
schedule the amount to be entered in the cost to company column 
should be the original cost of the stock. 

SCHEDULE H--SALVAGE--(PAGE 20 OP STATEMENT) 

This schedule provides for showing all salvage received during 
the calendar year either in cash or property, according to the 
following sub-divisions: 

(a) On losses incurred and paid in the current year. 
(b) On losses incurred in previous years but paid in the cur- 

rent year. 
(c) On losses incurred and paid in previous years. 
The total salvage received (cash and property) checks with 

Items 1-17, Column (2), Page 3 of statement. 
The schedule is not of material value and is not reproduced. 
In case of salvage received in the form of property, a descrip- 

tion thereof is called for. The purpose of this is to enable insur- 
ance departments to formulate an opinion as to the reasonable- 
hess of the value assigned to such property. 

As a general rule, salvage in the form of property rarely appears 
in this schedule for the reason that most property salvage is 
converted immediately into cash and reported as cash salvage 
or, if not immediately so converted, no credit is taken until the 
property is actually sold. 

Where, however, the amount of property salvage is substantial 
and market conditions are such as to make it desirable to defer 
sale of the same, the property would be reported in the schedule 
and brought into the assets in the manner indicated under the 
heading "Receipts in form of securities," Page 151. 

SCHEDULE E--REINSURANCE RECOVERABLE ON PAID AND 

UNPAID LOSSES--(PAoE 21 oF STATEMENT) 

(See Exhibit 6, Page 154) 

The headings of this schedule are self-explanatory. Checks 
with the financial statement are as follows: 

The total of Column (1) cheeks with "Reinsurance recoverable 
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on paid losses" as reported in Hnes 28-30 or 42-43, Page 4, 
depending upon whether such reinsurance is carried as a "ledger" 
or a "non-ledger" asset. 

The total of Column (2) checks with Item 15, Column (3), 
Page 5. 

SCHEDULE Cr---DEVELOPMENT OF UNPAID FIDELITY AND SURETY 
LOSSES AND CLAIMS--(PAGE 21 OF STATEMENT) 

(See Exhibit 6, Page 154) 

This schedule shows the developments to date of unpaid losses 
and claims outstanding as of the endsof the seven calendar years ~ 
prior to the year of statement. Its purpose is to indicate whether 
or not a company is maintaining adequate loss and claim reserves 
for these lines of business. The test for any particular year's 
reserve consists of comparing the total of the amount paid to date 
plus the present (current year) liability or reserve with the 
reserve as of December 31st of the year under consideration. 

For example, to determine the adequacy of the reserve as of 
December 31, 1921, in view of subsequent developments the total 
amount paid during the period 1922-1928 on losses and claims 
outstanding December 31, 1921, plus the liability or reserve on 
such losses and claims still unpaid December 31, 1928, is compared 
with the liability or reserve set up as of December 31, 1921. 

The schedule, beginning with calendar year 1927, is based 
upon known losses and claims outstanding, i. e., excludes reserves 
for losses and claims incurred but not reported. 

The amounts unpaid December 31st, for calendar years 1926 
and prior check with the amounts in Items 5 and 6, Column (7)*, 
Page 5 of the respective statements. The amounts unpaid 
December 31, 1927, check with Items 5 and 6--Column (7) 
minus Column (3)t, Page 5 of the 1927 statement. 

*Column (7) of the 1927 statement corresponds to Column (6) of the 
1928 statement. 

~Column (7) minus Column (3) of the 1927 statement corresponds to 
Column (4) of the 1928 statement. 
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SCHEO~LES J & K (PACES 9.2 AND 23 OF STATEMENT) 

(See Exhibit 7, Page 157) 

These two schedules are considered as a group since they both 
deal with unpaid fidelity and surety losses and claims. The 
headings of the various columns are self-explanatory. 

Schedule J provides for showing the developments during the 
calendar year of all losses and claims unpaid--Column (8)--at  
the end of the previous calendar year, i. e., the amount paid, if 
settled,--Columns (9), (10) and (11)--or the current year's 
reserve, if still outstanding--Column (12). 

Schedule K provides for showing the reserve at the end of the 
current year--Column (8)--for all losses and claims unpaid 
which occurred (were reported) in the current year. 

Losses and claims where the penalty of the bond is in excess of 
$5000 are reported in detail. Those involving a penalty of $5000 
or less are grouped. 

The schedules beginning with 1928 embrace only known losses 
and claims, ~. e., exclude the reserve for incurred but  not reported 
losses and claims. 

The various checks between the schedules and the financial 
statement and with preceding schedules are as follows: 

The total of Column (8) of Schedule J checks with the sum of 
the totals of Column (12) of Schedule J and Column (8) of 
Schedule K of the previous year and with Items 5 and 6, Column 
(4)*, Page 5 of the previous year's statement. (Cases appearing 
in Schedule K of the current year's statement are transferred to 
Schedule J of the following year's statement.) 

The total of Column (8) of Schedule J checks with the amount 
shown as unpaid at the end of the previous year in Column (1) 
of Schedule G. 

The total of Column (11) of Schedule J checks with the amount 
paid during the current calendar year, Column (8) of Schedule G, 
with respect to unpaid losses and claims of the previous calendar 
year. 

The total of Column (12) of Schedule J checks with losses and 
claims still unpaid, Column (9) of Schedule G, with respect to 
unpaid losses and claims of the previous calendar year. 

The sum of the totals of Column (12) of Schedule J and Column 

*Column (7) minu§ Column (3) of the 1927 statement .  



(|) ~z; 

e'~ n4 
~m*m~ Date on wH~ 

E X H I B I T S  A N D  S C H E D U L E S  

E X H I B I T  7 

1 5 7  

A N N U A L  S T A T E M E N T  F O R  T H E  Y E A R  1928 O F  THE.  

SCHEDULB J 
Shemlng all F4ddity and ~ure~y lo.~ea a~d daim.~ (w4tk ~te~nir.ed Hs~ of cla~.m~, on bonds ~n excess of $5,000 penalty) unpaid Decew~er 3 z of prev~ouz year, including A L L  NOTICES rece{ved by the ¢.ora~any of the 

o~zrrence of a~v er~nt w l ~ h  may re .~t  in ¢ loss under Fidelity ar.d Surety contracts and the dlspos4tion of same 
(5)"  (,k) ~(5) (6) ' 0 )  (8} (9) ' (10) • (IX) (12) (1~.) (14) (1~ 

L~ou~r PAID ~L~G ~1 [~1 '  YEAR ~E~cim~tted 

NAME OF OI~LIGEE NAME OF PRINCIPAL S~t= 

II - 

f , / /  il " 

Ammmt ~ b ~ = d , d ~  hm~r z)~.:~ ~1 of c~ra~t ~w I ~ . k . ,  | 

ra~,,,,m~ ~ ) ~  GROSS an4 NET 

' 'i II i! 

/ - -  . / 

• " ' r  • • " =~t ° • * • 
? ~ f  o{ Sure~/d~ims" ( n u m b e r _ _ )  ;% ~ m a l t y  ~ bond is.~5,000 or leo 

• In Fe l~  ing ~ira~ .ra~e on New Y~k F..xc~e boads, ~ the words " ~  .relnsu~g c~mpa~e~" i~ p~:e of nmmt~g [ndlv[<hml c~mpa~¢s. . , • 
Remurmg~mcames'proportlonofg't~as~m~tedh~blht¥, ]nn~I~rtin r ~ u r ~ n c e o n ~ N e w Y c c k . ? ~ 6 z ~ b o n d s ~ a t ¢ ; - ¢ ~ . h c a * e a m o u ~ o f l l a b ~ ; ' / o [ ~ d l s ~ ~  

~TI~ t~als of t h ~  columns in - '~edu~ J a~d K ~ h i n e d  mu~ ague n"w~ the t o ~  of ~ e  5, ~ 5 ~ 6 , ~  ~ 

pp i! 

REINSURANCE 

I IA,,ouoc o~ 
*l'~ame of re[ummn~ ~[a~){~ty of ¢:.¢h 

~mpany o~ comp~i~ ~uch r~inmt6ng 
~omp~y 

II 

06) 

COdNSURANCE 

(IT) 

Name of.company a~ ~ u , ~  
~ v m p a ~  canting l t ,~ /~ ~ e ~  

f ~  

(a) Ex~ud[ng yc1~rve~ ~ d  d~veJopment uad~ ?-cured but no~ repor~k'd d*~nn~ 

Form 3 ANNUAL STATEMENT FOR THE YEAR 1928 O F  T H E  . . . .  

SCHEDULE K 
S~w~ng all Fidelity and Surety los~ex and ¢2aims (w4th 4Lem@ed Hs~ of claims on bond~ ~n excess of $5,006 p~nalty) of ~z'h~ch .otice ~v.s recei~w.d during t;~e year, including ALL NOTICES received by the 

company of the occurrence of any ~er~ ~vk~h raay result in a loss under Fidelity and Surety ea~trac~ and whick remain unpa4d or not d@posed of December 3 z  of current year 
(D (2) fm ' ' ' O) O) ~)  c7) . . . . . .  C~) 

~m~maCed 
C ~  Da:e em G,~ ,  p , ~ t y  of ua~Iky 

N~mb~' bond ~ t  bot~ Dec. ~L of curfeW: 
~r raa~ in wb~.b flr~ NAME OF OBI/GEE NAME OF PRINCIPAL Stat~ Amou~ ~ y~r ,  p~ mmual ¢omm~ut~va mot~:e w ~  deduction 

o,~c*) *~=~ v~d for r e lns~n~  stacem,mc 
(a )  

/ 
/ 

J 

ToZalof idcihy(~m~(nrm~n---.------..-.----- here~naltyofEond;~$6,~COorl~ * , , ,~ * * ~ , , i: * * , * , , ,, 

TomloIS=etyda~ms(num~-r )* e~peealtyo[Eondls~$,C¢0orl~u~ * • • H " " • " * 11 " " " ' " *11 

"In reporting r~mura=ce on New york Ex6.'e.booc% i ~  lee words " ~  re{n~a~ng corn riles" ~n see of u ~ n g  I~dlvldual c c m ~ .  . . 
#R~nsurln£ c'mnp~nie~' p~opo~on of gro~ ¢s~ mated ]mbiliD.. In reporting rci nsumm, e o~ ~e~n* ymk ~ci*¢ 5ouc~ mate im es.ch ~ a m o ~  of ~ of ~ ~ ~ ~ 
"~Cl'he tmcad* of those colcmm ;n Schedulca .1 and K ¢~mbimed m ~  ag, ee wit~ the tocal~ of ;age ~, f i ~  ~5 amt ~. c ~ n  4. 

{9) (Ic.y ( I D  (12) ( ~  

REMARKS REI~URAW~E C(~TI~R A NC~, • 

(~, t ,d.s I~ ~ I= ~c  ~ d t "  ~ m l ~  R r~ ~ f~ TAmou~z o( Name of corn Fany { Ar~ount of 
on wUcb J~l',~ ~ ~ I~ ~ ' ~ ,  "Name of ~nsm-ln.g l~abil~t y of each Or compau'es carry.rag [~b'l~hCC"]r~nclcompany 

comlm~y 

r 

(a) ExfJude ~ r w  [c¢ clalm~ incurred but not reported 



158  EXHIBITS AND SCHEDULES 

(8) of Schedule K checks with Items 5 and 6, Column (4), Page 
5 of statement. 

SCHEDULE P (PAGES 24, 25, 26, 27, 28 AND 29 OF STATE,tENT) 

The make-up of this schedule conforms in general to the 
requirements of the standard liability and compensation loss 
reserves laws. (See for example New York Insurance Law, 
Section 86, sub-section 2-C). 

This schedule is divided into five parts as follows: 
Part 1 Liability loss reserve. 

" 2--Compensation loss reserve. 
3--Total liability and compensation loss reserve. 

u 4---Distribution of unallocated liability claim 
expenses. 

" 5--Distribution of unallocated compensation claim 
expenses. 

Parts 1, 2 and 3 only are reproduced (See Exhibits 8 and 9, 
Pages 159 and 160). 

PA~T 1 

The headings of the various columns are self-explanatory with 
the possible exception of Column (12) "Total estimated reserve 
for liability losses; case-basis." There is a questionas to whether 
or not the reserves in this column should include provision for 
unpaid allocated and unallocated claim expense. Strictly speak- 
ing, there can be no case-basis unallocated claim expense. 
However, since the reserve on the prescribed formula basis for 
the three most recent policy years is predicated upon an arbitrary 
loss ratio of 60%, including loss and both allocated and unal- 
located claim expense, it is reasonable to assume that  Column (12) 
should embrace both allocated and unallocated claim expense. 

The various checks to which this part of the schedule is subject 
are as follows: 

The difference between the totals of Column (1) of the current 
and previous year's schedules checks with the stun of Items 7 
and 8, Column (6), Page 2 of the current year's statement. 

The difference between the total of Column (1) and the un- 
earned premium reservc sum of Items 22 and 23, Column (7), 
Page 7--checks with the total of Column (2). 

The difference between the totals of Column (3) of the current 



E X I t l B I T S  A N D  SCHEDULES 

EXHIBIT 8 

159 

Fn a 

Prior to 1919 

2ad p~iod 

1919 

19~0 

1921 

1922 

1923 

1924 

1925 

Total 2nd period 

~rd pe~od 

~. 1926 

1927 

1928 

Total 3rd pedod 

Grand forms 

ANNUAL STATEMENT FOR THE YEAR 1 9 ~  OF 

S C H E D U L E  p - - P a r t  
S p e c i a l  R e s e r v e  f o r  U n p a i d  L i a b i l i t y  Los se s  D e c e m b e r  31 of  C u r r e n t  Y e a r  

I 

S C H E D U L E  O F  E X P E R I E N C E  

I 11 ccot . ,p ,=co , .~  II II ~ " "  

S ~ ~ - $ 

l.IZ~fl.WT SOITS P~qDI~G D~CDIBLR 31 0~ CURLIEST YEA_.._~_.~ To~.l estimated 

~ r v c  fc~" llabillt~ 
Ntmabe~ Total suit I~abiGty Ic~n~: 

(CoL 9 tboe~. CoL t0) c~e-bads 
i I 

(9) I (I0) I (lll 02) 

" - - i  $ $ 

________+_ 

I 750 

{l ?60 l 

Y ~  ~n ~b~.h Fmbglt y 

1927 

1928 

Totalm 
I 

C O M P U T A T I O N  O F  R E S E R V E  F O R  U N P A I D  L I A B I L I T Y  L O S S E S  

ue~Juct io~ 
60% d ~ payments and 

i z~ iums itated ~ stated 
~ COL ~, ~blrd ~ in Cal. 7, 

third p~od 

(xs) (~ )  

I 
il, I 

Rem£nder 
(Col. 15 

CoL 16) 
If m~ttive ea~" "0." 

(1~ 

LhMI;ty sui~ 
at ~7~o emch 

(Col. 11, tb~l pm-~d) 

(18) 

I .. 

$ ~.$ 

Carry out for year 1926 

Cols. 17 or 18, which° 
¢v~ is grgat ~. and 
for ~ 1927-1928 
amount ~mted in Col. 

17 
(IO) 

VoI~tary addhional 
~ for unpQtd 

liability I ~ *  

(20) 

, , , $  

" l  

AS COMPUTED BY THE COMPANY 

Total incurred 
~bHicy losr~s 

(Col. 16 plus CoL ~ll 

Total liabilhF 
Io~ reserv~ 

(CoL 19 plus Col. 20) 

(211 

Incurred Io'~ 
ratlo (CoL ~:2 

dk~ded by 
Col. 2} % 

,93. 

(24) Reserve for m~mpenc~ngonpol;dcslmuedpfiorto1919 (Col. llfiratperlod) 

(25) R~z~'ve for sulm pencUng on pol~ci~ i~ued dur ing  ~cond p ~ o d  (CoL I1, total second ~ i o d )  

- ,  ( ~ )  R ~  for third period Qotal d Col. o1) 

•,  (27) Tot:el ~ for unpaid liability I~e',m i$ 



. F ~  

L = 

Years in which 

Fh'st pmio~ | 

lq19 

Ig21 

. 1999 il 

1(193 li 

1994 , , l[ 

~econd period I 

urns on ~llc.~el 
w~t¢~ ~ re~we~ 

(~ )  
t S  " 

E X H I B I T S  AND S C H E D U L E S  160 

E X H I B I T  9 

A N N U A L  S T A T E M E N T  F O R  T H E  Y E A R  1928 O F  T ~  

S C I t ~ D U L E  P - - P a r t  2 

S p e c i a l  R e s e r v e  f o r  U n p a i d  W o r k m e n ' s  C o m p e n s a t i o n  L o s s e s  D e c e m b e r  31 o f  C u r r e n t  Y e a r  
, , , ,  - 

S C H E D U L E  O F  E X P E R I E N C E  

~ o t m e  N etmed 
c~mpe~acion 

(2t) 

(e) COMPEt ;ATION LOSS KXPENSI~ PAYMENTS P ~ c ~ t ~  

1 
of Imy- 

(~ Co=p==t~o~ Io~ II I I II Co=pinch, on tom II me, n~  to 
~ud ~0m e~em~ ~'m~nts ~ u r n ~  

pzym*~r* .~11_~-~'_ t_'~_ Uaxl/0~ted Total (CoL ~0 pltm Col. ~1~) (CoL 34 dl" 
~dded b 

(~2) (33) I (341 (35) (30) 1I (31) [ J COL 29~ 

I t  1 ' ' i $ , t , 
, I ;I 1 I I) t ]1 

I Ii ] [ , , I ~, 

• " ~ - -  ~ - - [ I  I I I! II 

Unpaid compe~mdo~ el;Eros 
DecemM 31 of current y ~ r  

Present v'aJ~ at 4 l~f i Total compem~ttoa ~ l ~ m ~ f i e u  (Sum o| ite~z~t Im~ra~o CoL 
NO. cent um [ntcn~ of ~m~. I ia Co~ 84 u d  87) ~8 d~vld~ by 

m~tedfutttrepayme~ta ; CoL 29) 

(51) Tot~ r e . r y e  for unpaid ~mpenmt~on ] o s ~  

S C H E D U L E  P - - P a r t  3 

(521 CRrr~ ~ t  t~L3| rese~ve f~r unn~;d ~;~h;~;t~1n~ ~ r a ~  ~;È~ ~ ~ 1 n r  T f ~  nf ~nhzmn ~2 Wh;chever ;a f~re~ter3 

(5,~) . Total reserve for unpaid compenmtion los~s fTo~.1 llne 51. Part ~) 

(~4~ T c ~ I  reserve for zzn~nM I~h~l; tv  and c'crnt~en~tlon | ~ x ~  ( t ~  to ta l  to  n ~ e  ~. l ine I(] of the  A~t~m~nt~ 

par~i~p~tin~[~ ~ . . . . . . .  hadn~Zchar~ed . . . . . . . . .  ~n ire premiuml~r~" ,=m . . . . . . . . .  .ttOj~jy fOf~Iz~ ~ ~ - ~  ~ tv ~ u ~ #  y~zl  tJ~ wlnzca Wauo~ ~ ~ 1 1  ~ e n @  ~o ret~ m tnm ~bztemen-t f A.~zl~er • I ~  Any comlx~ny whlch a loading ~',ddends not fie r~luJ~.d to include ~¢h loading in its ~ ' t d  prem um~ I~o~de~ • ~ t a ~ t  o[ the tmotmt ~ m~ch kmd~g haz bt~n fi~ed with and It pl~'x~d by the sn~4m*~.to.t of tn~raz~e. 
The~e shc, Jld bc included wlth " L o ~  paymenu¢' all pc y~en~ for tint axd anomedica] at.tenda~e. Am they to returned in thi~ atatement? A n a w ~ r : _ _ _ ~  

(¢) T h e e  =houkl be included ~¢h  ,q~ou ~pe~t= ~ym.*nts all p~ymtn~ for l e ~  ~ zncludlng atr~ney'= and w~t nero fee~ anti COurt. ~ ,  mia.d~ and e ~ m  of Inv~-igt to~ ~dju~e~l ~md field mea. S ~ . * ~ - ~  teh1~tph ~ telep~ne c h a r l ~  ~t~l~e, mJar~  and ~ ~ ~ e  em ~se~e~ 
a ~ m e ~ m ~ e z p e - n ~ s ~ a ~ t h r - r ~ : e y m ~ ` ~ t t t m d e r c t . ~ n ~ c c ~ u n ~ m i e - n m J ~ ~ y m ~ ~ ~  A m t ~ l o ~ t ~ ' z ~ e d i a t b ) A ~ ?  A~alt~: . . . . . . . . .  

Yeaxl In wMch e5%of ~med ;i Dedu~ lem Corryo~t for y~tm AS COMPUTED By THE COMPANY 
compenloz{oa p o l ~  premiums irmced l ; ¢z~U i  ~ Remainder Uopaid lg2~, 1927 sx~ ]928 ~ t ~  Volunte.~ add~t~m~ Toud incm'z~l I~cxm~d lore were issued in ¢01umn ~ [ in column 34 llCOl. 40 l~m CoL 41 ~ m p e ~ t l o n  e.~.m# ~ t  sttted l"e~r~ for un " Total corn ~sa1~z~ 

(CoL 44 pitt= CoL 45) (Col. 41 pit== Col. 46) ~l¢~ ''4 bY e~= is ~ C~ 29)% 

"g~ '|11 il f~o~ . . . . . . .  (11~ [ (,Ill (r'3 ~,u') ( ]~ (l~.~ 

"19';'7 Iz ,t I l 

10~ II II t ' [ 



EXHIBITS AND SCHEDULES 161 

and previous year's schedules checks with the sum of Items 4 
and 5, Column (5), Page 3 of the current year's statement. 

The amounts in Columns (4) and (5) of the schedule do not 
check individually with the financial statement, since no division 
between allocated and unallocated claim expense is called for 
on Page 3. The calendar year unallocated claim expense is, 
however, shown separately on Part 4 of Schedule P where it is 
distributed to policy years upon the percentages prescribed in the 
standard liability loss reserve laws. Deducting the calendar 
year unallocated claim expense from the total claim expense 
included in Items 19 and 20, Page 3 of statement produces the 
calendar year allocated claim expense, included in Column (4) 
of the schedule. This permits the checking of Columns (4) and 
(5) between years similar to the check applied to Columns (1) 
and (3). In case of Column (6) the difference 15etween the totals 
of Column (6) of the current and previous year's schedules checks 
with the total loss expense included in Items 19 and 20, Page 3 
of the current year's statement. 

PART 2 

The various cheeks to which this part of the sehedule is subject 
are similar to those to which Part 1 is subject and are as follows: 

The difference between the totals of Column (28) of the cur= 
rent and previous year's schedules checks with Item 9, Column 
(6), Page 2 of the current year's statement. 
The difference between the total of Column (28) and the 

unearned premium reserve Item 24, Column (7), Page 7-- 
checks with the total of Column (29). 

The difference between the totals of Column (30) of the cur= 
rent and previous year's schedules checks with Item 6, Column 
(5), Page 3 of the current year's statement. 
As in the case of Columns (4) and (5) of Part I, the amounts in 

Columns (31) and (32) of this part do not check individually 
with the financial statement. The calendar year unallocated 
claim expense is shown separately on Part 5 of the schedule and 
distributed to policy years upon the percentages prescribed in the 
standard compensation loss reserve laws. This permits the 
checking of Columns (31) and (32) between years similar to the 
check applied to Columns (4) and (5) of Part 1. In case of 
Column (33) the difference between the totals of Column (33) of 
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the current and previous year's schedules checks with thetotal loss 
expense included in Item 20, Page 8 of the current year's statement. 

PART 3 

This part of the schedule brings together the total liability and 
compensation loss reserves. It will be noted that Item 52 re- 
quires the use of the liability reserve on that basis which produces 
the higher reservc the "formula" basis, Item 27, or the case 
basis, total of Column (12). 

Items 52, 53 and 54 check with the corresponding amounts 
called for in Item 16, Page 5 of statement.* 

PARTS 4: AND 5 

These two parts of the schedule, as previously mentioned, 
show the distribution of calendar year unallocated claim expenses 
to policy years for liability and compensation respectively. 
Each part is divided into two sections--one for use of companies 
which have been transacting the lines in question fourteen years 
or more in case of liability and thirteen years or more in case of 
compensation and the other for companies which have been 
transacting the Hnes for less than fourteen years in case of liability 
and less than thirteen years in case of compensation. The total 
current calendar year's unallocated liability claim expense in- 
cluded in Part 4 checks with the difference between the grand 
total of Column (5) of Part 1 of the current and prior year's 
schedules. The total current calendar year's compensation 
unallocated claim expense included in Part 5 checks with the 
difference between the grand totals of Column (32) of Part 1 of 
the current and prior year's schedules. 

SCHEDULE O (PAGE 30) 
(See Exhibit 10, Page 163) 

This schedule is designed to test by lines of business (excluding 
liability and compensation) the adequacy of loss and claim 
reserves set up in the previous year's statement viewed in the 
light of developments one year later--as of the date of the 
current year's statement. For lines other than fidelity and surety 
the test is made upon the basis of the total loss reserve (the 

*These checks will not apply for the 1929 statement blank because of 
changes to become effective in 1029. See "Addenda," Page 16{} for super- 
seding checks. 
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EXHIBIT 10 
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reserve for known claims plus the est imated reserve for incurred 
bu t  not repor ted  claims). In case of fidelity and surety the  tes t  
is made upon the basis of the loss reserve for known claims only. 

The  schedule contains much da ta  which is not  essential to  pro- 
ducing the  results desired but  which is incorporated for purposes 
of check and audit  with the financial section and other  schedules. 

Briefly, the  rationale of the test  is as follows: The excess or 
deficiency in reserve, Column (3), is equal to the difference be- 
tween (a) the reserve at  the end of the previous year, Column (2), 
and (b) the  sum of the amount  paid during the current year  on 
previous years '  claims, Column .(7) and the loss reserve on pre- 
vious years '  claims still outs tanding at  the end of the current  
year, Column (11); or to summarize algebraically: 

Column (3) = Column (2) -- [Column (7) + Column (11)]. 
The  preparat ion of the schedule requires the maintenance of 

certain special statistical records which it  may  be of interest to note.  
Gross amount  paid for losses must  be divided as follows: 

( a ) - - on  losses incurred in previous years. 
( b ) - - on  losses incurred in the current  year.  

Reinsurance recovered during the  current  year  must  be sub- 
divided as follows: 

( a ) - -on  losses incurred in the current  year  and paid in 
the current  year. 

( b ) - -on  losses incurred in previous years bu t  paid in the  
current  year. 

( c ) - -on  losses incurred in previous years and paid in 
previous years. 

Salvage recovered during the current  year  must  be subdivided 
in the same manner  as reinsurance. This  subdivision of salvage 
is also required for Schedule H as brought  out  on Page 153. 

The schedule is subject to the  following checks with the finan- 
cial section and other  schedules. 

Column (2) checks by  line with I tems 2-14, Column (7)*, 
Page 5 of the  previous year 's  s ta tement  except for fidelity and 
surety where the check is with the  difference between the amounts  
in Column (7) and Column (3). t 

*Column (7) of the 1927 statement corresponds to Column (6) of the  
1928 statement .  

tColumn (7) minus Column (3) of the 1927 s ta tement  corresponds to 
Column (4) of the 1928 s tatement .  
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It  follows that Column (2) in case of fidelity and surety 
(individually) checks with the amounts shown in Column (1) of 
Schedule G of the current year's statement as outstanding at the 
end of the previous year. 

I t  also follows that Column (2) in case of fidelity and surety 
(combined) checks with the sum of the totals of Column (12) 
of Schedule J and Column (8) of Schedule tf  of the previous 
year's statement. 

Column (7) in case of fidelity and surety combined checks with 
Column (11) of Schedule J of the current year's statement. 

Column (10) checks by line with Items 1-3 and 7-16, Column 
(5), Page 3 of statement. 

I t  follows that Column (7) in case of fidelity and surety 
(individually and combined) checks with Column (8) of Schedule 
G of the current year's statement with respect to losses and claims 
unpaid December 31 of the previous year. 

Column (11) in case of fidelity and surety (individually and 
combined) checks with the amounts shown in Column (10) of 
Schedule G with respect to the immediately preceding calendar 
year. 

Column (13) checks by line with Items 2-14, Column (6), Page 
5 of the current year's statement except for fidelity and surety 
where the check is with Column (4). 

It follows that Column (13) in case of fidelity and surety 
combined checks with the sum of the totals of Column (12) of 
Schedule ] and Column (8) of Schedule K of the current year's 
statement. 

The following inter-schedule checks not specifically indicated 
should be noted: 

Column (5) checks with the sum of Columns (8) and (12). 
Column (6) checks with the sum of Columns (7), (8) and (13). 
It will be noted that Column (9) does not enter into the deter- 

mination of the adequacy of the loss reservc Column (3) but is 
incorporated for checking purposes only; Column (I0) which 
equals Column (7), plus Column (8), minus Column (9) checks 
with Items 1-3 and 7-16, Column (5), Page 3 of statement. 
While the salvage and reinsurance recovered during the current 
year included in Column (9) does not apply to losses outstanding 
at the end of the previous year, it is, nevertheless, an undisclosed 
credit as of such date and should logically be considered in deter- 
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mining the true status of the loss reserve at such date. In other 
words, the true excess or deficiency in reserve should be meas- 
ured, not by Column (3) but by the algebraic sum of Columns 
(3) and (9). 

SCHEDULE N (PAGE 31) 
This schedule shows the bank balances in each of the Com- 

pany's depositories (according to the books of the company) 
at the end of each month of the calendar year; also the rate of 
interest on each account and the amount of interest received 
during the year. I t  is not an important schedule and is not re- 
produced. The amount of interest received checks with Item 25, 
Page 2 of statement. 

SCHEDULE X--UNLISTED ASSETS (PAGE 32) 

This schedule provides for showing the details of "all property 
owned by the company or in which it had any interest, on 
December 81st of current year, which is not entered on any other 
schedule and which is not included in the financial statement for 
the current year"---/, e., property or assets not carried on the 
company books. The information is similar to that  contained in 
the various investment schedules (A, B, C and D). In addition, 
the schedule calls for the reasons for not carrying the property 
on the books. The schedule is not an important one and, accord- 
ingly, is not reproduced. 

The schedule, as indicated, is designed to show a record of 
assets charged off the books of the company as of no or doubtful 
value. In some instances the schedule is used to record potential 
salvage assets. 

Occasionally small amounts of income are derived from the 
assets carried in this schedule. In such cases, excluding salvage 
transactions, the income should be reported in the proper item on 
Page 2 and an appropriate change made in the description of the 
item. For example, if a dividend is received on a stock carried 
in this schedule, the income should be included in Item 24, Page 2 
and the wording of the item changed to read : -  

"Gross interest on bonds and dividends on stocks, less $ . . . . . . . .  
accrued interest on bonds acquired during the year, per Schedules 
D and X . "  
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Where salvage assets are carried in this schedule any outlays 
thereon should be charged to losses and any income or proceeds 
on sale credited to salvage and also included in  the salvage 
schedule (Schedule H). 

Transfers of securities to or from Schedule X have been 
treated in the consideration of infrequent or unusual transactions 
involving Schedule D. 

ADDENDA 

Since the foregoing was prepared the changes in the annual 
statement blank effective for the 1929 statement have become 
available. Those of consequence and the resultant modifications 
and amendments in the texts of this paper and the paper which it 
supplements follow: 

Item 24, Page 2 of statement now reading-- 

"Gross interest on bonds and dividends on stocks, less $ . . . . . . . .  
accrued interest on bonds acquired during the year, per Schedule D "  
has been changed to read--  

"Gross interest on bonds $ . . . . . . . . . .  and dividends on stocks 
$ . . . . . . . . . .  less $ . . . . . . . . . .  accrued interest on bonds acquired 
during the year, per Schedule D ."  

The purpose of this change, as contained in the report of the 
Committee on Blanks of the National Convention of Insurance 
Commissioners, is "in order that the yield on various classes of 
assets may readily be obtained." 

Schedule D--Par t  4 (Page 19 of statement) has been amended 
in two respects. The heading of Column 12 now reading-- 

"Interest and dividends received during year (including accrued 
interest on bonds sold)" 

has been changed to read--  

"Interest on bonds received during year (including accrued interest 
on bonds so/d)" 

A new column--Column (13)--has been added, reading-- 

"Dividends on stocks received during the year" 

The purpose of the two above changes as contained in the 
report of the Committee are " to facilitate the audit of the bond 
and stock interest and dividend items on Page 2." 
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Checks between Schedule D and Item 24, Page 2 as a result of 
the three above changes will be as follows in the 1929 statement : -  

The sum of the totals of Column (12), Part 1 and amended 
Column (12) Part 4, will check with the first inside amount of 
Item 24, Page 2. 

The sum of the totals of Column (11), Part  2 and new Column 
(13), Part 4 will check with the second inside amount of Item 24, 
Page 2. 

The total of Column (6), Part 3 (paid for accrued interest) will 
check with the third inside amount of Item 24, Page 2. 

Minor changes have been made in Schedule P looking to the 
simplification of Parts 4 and 5 of the schedule (distributions of 
unallocated claim expenses). 

The following differences between the 1929 and 1928 forms are 
noted: 

Part 1--Columns or Items (1)-(27) remain unchanged except 
that  the instruction now contained in Item 52 of Part 3 and 
reading "Total  Line 27, Part 1, or Column (12), whichever is 
greater" has been transferred to Item 27 and changed to read 
"Carry to Page 5, Line 16 of the statement, this total or total of 
Column (12), whichever is greater." The distribution of unallo- 
cared claim expense for all calendar years prior to the current year 
combined and for the current calendar year separately for com- 
panies which have written the liability line for five years or more 
has been taken out of Part  4 and appended to Part 1. 

Part  2--Columns or Items (28)-(51) remain unchanged. The 
distribution of unallocated claim expense for all calendar years 
prior to the current year combined and for the current year 
separately for companies which have written the compensation 
line for four years or more has been taken out of Part 5 and 
appended to Part 2. 

Part  3 of the 1928 form has been eliminated as unnecessary. 
Part 3 of the 1929 form replaces Part 4 of the 1928 form as 

respects the distribution of unallocated claim expenses for com- 
panies which have been writing the liability line for less than 
five years. 

Part 4 of the 1929 form replaces Part 5 of the 1928 form as 
respects the distribution of unallocated claim expenses for com- 
panies which have been writing the compensation line for less than 
four years. 
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The total current calendar year's unallocated liability claim 
expense included in either the section appended to Part 1 or in 
new Part 3 will check with the difference between the grand total 
of Column (5) of Part 1 of the current and prior year's schedules. 
The total current calendar year's compensation unallocated claim 
expense included in either the section appended to Part 2 or in 
new Part 4 will check with the difference between the grand total 
of Column (32) of Part 2 of the current and prior year's schedules. 

The checks between previous Part 3 and the financial section 
mentioned on Page 162 are now superseded by the following 
checks: 

PART 1 

Item 27 will check with the corresponding Hability amount in 
Item 16, Page 5 of statement. 

Item 51 wiU check with the corresponding compensation 
amount in Item 16, Page 5 of statement. 


