60 . EXHIBITS AND SCHEDULES

EXHIBITS AND SCHEDULES OF THE CASUALTY
ANNUAL STATEMENT BLANK
BY
THOMAS F. TARBELL

The paper entitled “Casualty Insurance Accounting and the
Annual Statement Blank,” originally contained in Proceedings,
Volume XV, Page 141, and revised and reprinted in Volume
XXVII, Page 294, deals with the most important sections of the
annual statement blank from the financial standpoint, namely,
Income and Disbursements, Assets and Liabilities and the Under-
writing and Investment Exhibit. The present paper, which is also
a revision of the paper under the same title, originally prepared
by the writer and appearing in “Proceedings, Volume XVI, Page
181,” deals with 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 (Written and in Force).
Recapitulation (of Premiums in Force).
Business in (State) during the year.

Miscellaneous Schedules
Special Deposit Schedule.
Schedule of All Other Deposits.
Schedule E—Reinsurance Recoverable.
Schedule T—Premiums Written by States and Territories.

* All references, except as hereinafter noted, are to the *Association
Edition” blank for 1940. Since changes in the blank are made yearly, item
number references may change in future editions.
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Investment or Asset Schedules

Schedule A—Real Estate.
Schedule B—Mortgage Loans.
Schedule C—Collateral Loans.
Schedule D—Bonds and Stocks.
Schedule N—Bank Balances.
Schedule X—Unlisted Assets.

Underwriting and Reserve Schedules

Schedule H—Salvage Recovered.

Schedule G—Development of Unpaid Fidelity and Surety
Losses and Claims Qutstanding at the end of the
seven prior calendar years.

Schedule P—Liabilty and Compensation Loss Reserves, includ-
ing tests of such reserves as of ends of previous
years in the light of developments to the end of
the current year.

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.

SupPLEMENT TO0 UNDERWRITING AND INVESTMENT EXHIBIT—
Exuisitr or UNDERWRITING GAINS AND LOSSES
BY LINES oF BUSINESS

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,
including a check of the adequacy of loss reserves, during
the interim between regular periodic examinations which
are usually made at intervals of from three to five years.

(3) To afford information for the general public and policy-
holders, particularly as respects a company’s investments.

.y



62 EXHIBITS AND SCHEDULES

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

SectioN VI—ExHIBIT 0F PREMIUMS—RECAPITULATION (PAGE T)
(See Exhibit 1, Page 93)

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

Gross Business—Columns (1)-(6). 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 (7).
The difference between Column (6) and Column (7) produces the
net premiums in force, Column (8).

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
constitutes, on the average, about 35% of the total liabilities of
a company, the importance of this exhibit is obvious.

The exhibit is subject to partial audit as follows:

Column (1) The amounts in this column check with the cor-
responding amounts in Column (6) of the pre-
vious year’s exhibit.

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

Columns(3), (5) and (7) upon which depend the correctness
of Columns (6) and (8) are not subject to audit.
Column (3) contains the amount necessary to
build up the in force premiums on reinsurance
assumed for terms less than the terms of the
original policies to the full original premiums,
since the unearned premium reserve should be
based on the premiums for the full term, Column
(5) is made up of (a) gross advance or deposit
premiums on expired policies; (b) premiums
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developed by audit (net additional or refund pre-
miums on annual audit policies and earned
premiums on periodic audit policies); (c) gross
premiums on policies not taken and (d) gross
(not return) premiums on policies canceled dur-
ing the policy period. In general, it will be found
that the amounts in Column (5) of the current
year’s statement will be substantially 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 proportions of one-year and three-
year business written. It does, however, furnish a
rough check in most instances when applied to
all lines combined. In case of Column (7) it will
generally be found that the amounts vary accord-
ing to premium writings. If net reinsurance pre-
miums written increase during a particular 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
(5), this is a very rough and approximate rule
and does not always hold.

Recapitulation. This exhibit is a summary of the unearned
premium reserve computation. The sums of the amounts in Col-
umns (1), (3) and (5) check with the amounts in Column (6).
The amounts in Column (6) check with the amounts in Column
(8) of the “Exhibit of Premiums.” The sums of the amounts in
Columns (2), (4) and (5) check with the amounts in Column (7).
The sum of the amounts in Column (7)—Item 35—checks with
Item 25, Page 5 of statement.

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 rein-
surance unearned premium reserves separately.

There are two methods of computing the unearned premium
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reserve—the half-yearly method and the semi-monthly method.*
Under the first method the reserve under policies running for one
year or less is 15 or 50% of the premiums in force and under
policies running more than one year the fraction of the unexpired
term, assuming all policies to have been issued in the middle of
the year. Using policies issued for the period of three years, for
example, the unearned premium reserve factots are:

Policies issued in current year—5/6ths
“ “  one year prior 3/6th or 15
«“ “  two years prior 1/6th

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

January issues —1/24th

In case of three year policies the factors are:

December of current year.............. 71/72nds
November ¢ « i 69/72nds
January of current year................ 49 /72nds
December one year previous............ 47 /72nds
November ¢« « “ e 45/72nds
January one year previous............ 25/72nds
December two years previous............ 23/72nds
November “ ¢ e 21/72nds
January two years previous............ 1/72nd

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

* The semi-monthly method is sometimes referred to as the pro rata
method.
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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 auto-
mobile 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
(8) 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.

Exursir or PReEMiuMs WRITTEN aND Losses Pam (Pace 10)
BUSINESS IN . . . DURING THE YEAR

(See Exhibit 2, Page 94)

This exhibit has no reference to nor does it check with any part
of the financial statement. Tt 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. The Asso-
ciation form (reproduced), used by most states, provides for pre-
miums on (1) Direct Writings, (2) Reinsurance Assumed, and
(3) Reinsurance Ceded; also, Net Dividends to Policyholders.
Losses, however, provide for a combination of (1) Direct Busi-
ness and (2) Reinsurance Assumed (less salvage), Reinsurance
Ceded only being separated. The three way division of premiums
is to provide a check of taxable premiums between this exhibit
and the Premium Tax form. At the present time the laws of most
states provide for the collection of taxes on the basis of Direct
Writings. A few states require the compilation of the exhibit on
the basis of written premiums and incurred losses.
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Speciar Derosit ScuepuLE (Pace 11)

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 depos-
ited. It has no direct bearing upon the financial statement and
is not of sufficient importance to justify its reproduction.

Scuepvie oF ALr OtaER DEPOSITS (Pace 11)

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 companies 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.

ScuEpuLE A (Paces 12 anp 13)
(See Exhibit 3, Page 95)

This schedule consists of three parts as follows:
Part 1—Real estate owned at the end of the year (including
summary by state and foreign country)
“ 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

[{4

The schedule as a whole balances between years according to
the formula stated at the end of the schedule,

*In lieu of a deposit of securities some states permit the filing of a cor-
porate surety bond.
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In addition to the general balance of the schedule, Part 3
balances as follows: The difference between 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.

In most instances the descriptions at the heads of the various
columns are self-explanatory.* The following explanations and
comments may be helpful to a clearer understanding of some
parts of the schedule and some of the problems met with in
practice in compiling the same.

Parr 1

Column (5) : This column (actual cost) shows the gross cost,
including encumbrances assumed, if any.

Column (17) : There is some uncertainty as to just what the
description (rental value of space occupied by company) con-
templates. Most companies report the amount actually charged
during the year to agree with the amount included for company
occupancy in Item 29, Page 2. However, it would seem more
logical to report the annual rental charged itself by the company
as of the end of the year. This amount may or may not check
with the amount included in Item 29, Page 2.

It should be noted that the amounts for company occupancy
included in Items 29, Page 2, and 38, Page 3, will not agree since
a portion of the rent expense is included in disbursement items
other than Item 38, particularly in Items 18-24, 36 and 37 (See
Proceedings, Vol. XXVII, Pages 308 and 309).

Part 2

Column (5): Cost to Company during the year, This column
calls for gross cost to company of real estate as it stands at date,
or dates, of purchase, Z.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

* Column numbers are not contained in Schedules B and C as printed in the
association annual statement blank but for convenience of reference have
been included in these schedules as reproduced in this paper.
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not include any amounts expended for additions and permanent
improvements subsequent to date of acquiring title.

Column (6) : Amount expended for Additions and Permanent
Improvements during the 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 (15) “Expended for taxes, repairs and expenses,” of
Part 1.

Column (7): 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 out 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
value at date of sale” column is the book value after the profit
or loss adjustments have been made, 4. 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.



EXHIBITS AND SCHEDULES 69

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 adjust-
ments of the amounts in the “Cost” and “Market value” columns
of Schedule A, Part 1, should be made depending upon the
accounting method adopted. See also “Addendum,” Page 91.

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

The total of Column (6), Part 1—Book value, less encum-
brances—checks with Item 1, Page 4.

The difference between Columns (6) and (7)—Market value
less encumbrances—Part 1, checks with Item 39 or Item 52,
Page 4. '

The sum of the totals of Column (8), Part 1 and Column (5),
Part 3—Increase by adjustment in book value during year—
checks with Item 39(a), Page 2.

The sum of the totals of Column (9), Part 1 and Column (6),
Part 3—Decrease by adjustment in book value during year—
checks with Item 61(a), Page 3.

The sum of the totals of Column (14), Part 1 and Column (11),
Part 3—Gross income less interest on encumbrances—checks with
Item 29, Page 2.

The sum of the totals of Column (15), Part 1 and Column (12),
Part 3—Expended for taxes, repairs and expenses during year—
checks with Item 48, Page 3.
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Screpuite B (Pace 14)
(See Exhibit 4, Page 96)

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)...........ccvvtnn. o
Add: Amount loaned during year—Column (9).. . .
Total........ccoviiivviiiiiat $o

Deduct : Amount paid on account or in full during year
—Column (10).........ovvvivnvnnn. $o

Difference—equals amount unpaid December -
31st 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
statement and also with Item 2, Page 4 of the previous year’s
statement.

The total of Column (11)—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 Item 33, Page 4.

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

The total of Column (16)-—Gross interest received—less the
total of Column (17)—Paid for accrued interest—checks with
the extended amount of Item 22, Page 2.

As a rule, no difficulty is experenced in preparing this schedule.
Where foreclosure is taken 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 correspond-
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ing debit being to real estate account. Occasionally a mortgage
is sold or a compromise settlement accepted for less than the face
amount. In such event, the face amount of the mortgage should
be entered in the “Amount paid” column, as the schedule makes
no provision for profit or loss, and a footnote added showing the
details. The net loss should be entered in Item 60(d), Page 3,
as follows:

Gross Loss on Sale or Maturity of Ledger Assets, Viz.:
(d) Mortgage Loans

ScuepuLe C (Paces 15 axp 16)
(See Exhibit 5, Page 97)

This schedule consists of three parts as follows:

Part 1—Collateral loans in force at end of year.
“ 2—Collateral loans made during the year.
“ 3—Collateral loans discharged in whole or in part
during the year.

Provision is made in each part 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 at all times.

The schedule balances between years as follows:

Amount loaned December 31st of previous

- | P I -

Add: Amount loaned during the year, Part 2—
Column (6)..........cvviiinannn.... I -
Total......oovvvviiniiine s S

Deduct: Amount repaid during the year, Part 3—
Column (6)..........coviiinn..., $ o —
Difference—equals amount loaned December
31st, current year.................... $o

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

The total of Column (6), Part 1—Amount loaned—checks
with Item 3, Page 4.
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The totals of Columns (10) and (11), Part 1—Interest due and
accrued—check with the respective amounts of Item 34, Page 4.

The sum of the totals of Column (12), Part 1 and Column
(10), Part 3—Interest received—checks with Item 23, Page 2.

The preparation of this schedule presents no particular diffi-
culties. In case a borrower defaults and the sale of the collateral
does not realize a sufficient amount to pay off the loan, the loss
should be shown in the manner indicated for showing the loss
under a mortgage loan.

ScuepuLe D (Paces 17, 18, 19 anp 20)
(See Exhibit 6, Page 98)

This schedule consists of five parts as follows:
Part 1-—Bonds owned at the end of the year.
“  2—Stocks owned at the end of the year.
“ 3—Bonds and stocks acquired during the year,
“ 4—Bonds and stocks sold, redeemed or otherwise
disposed of during the year.
Summary of bonds and stocks by classification.

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

Book Value December 31st of previous year $.......__ -

Add:  Profit on sales, Partd.........oih
Increase by adjustment, Part1............ .
Increase by adjustment, Part2............ oo
Increase by adjustment, Part4............ ...
Cost of acquirals, Part3............

Total ..., $

Deduct: Loss on sales, Part4.. $_

Decrease by adjustment, Part 1.. _______
Decrease by adjustment, Part2.. ...
Decrease by adjustment, Part 4. .
Consideration received
on sales, Part 4., $
Difference — equals hook 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 (4), Part 1 checks with Item 4 (bonds),
Page 4.

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

The difference between the total of Column (4), Part 1 (book
value) and the total of Column (7), Part 1 (market value), or
of Column (16), amortized value, checks with Item 40, or Item
53, Page 4.

The difference between the total of Column (4), Part 2 (book
value), and the total of Column (6), Part 2 (market value),
checks with Item 40A, or Item 53A, Page 4.

The total of Column (9), Part 1—Interest due and accrued—
checks with the extended amount of Item 35, Page 4.

The total of Column (7), Part 3—Paid for accrued interest—
checks with the inside amount of Item 24, Page 2.

The sum of the totals of Column (9), Part 1, Column (8),
Part 2, and Columns (13) and (14), Part 4—Gross interest and
dividends received—Iess the total of Column (7), Part 3 checks
with the extended amount of Ttem 24, Page 2.

The sum of the totals of Column (10), Part 1 and the bond
portion of Column (9), Part 4—Increases by adjustment—checks
with Item 39(b), Page 2.

The sum of the totals of Column (9), Part 2 and the stock
portion of Column (9), Part 4-~Increases by adjustment—checks
with Item 39(c), Page 2.

The sum of the totals of Column (11), Part 1 and the bond
portion of Column (10), Part 4—Decreases by adjustment—
checks with Item 61(b), Page 3.

The sum of the totals of Column (10), Part 2 and the stock
portion of Column (10), Part 4—Decreases by adjustment—
checks with Item 61(c), Page 3.

The bond portion of Column (11), Part 4 checks with Item
38(b), Page 2.



74 EXHIBITS AND SCHEDULES

The stock portion of Column (11), Part 4 checks with Item
38(c), Page 2.

The bond portion of Column (12), Part 4 checks with Item
60(b), Page 3.

The stock portion of Column (12), Part 4 checks with Item
60(c), Page 3.

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

Columns (13)-(18), Part 1, apply to companies which value
bonds on the amortization basis. The headings of Columns (13)
and (14) are self-explanatory. Column (15) provides for show-
ing the effective rate of interest at which purchase was made. This
rate depends upon the normal coupon rate, the period to maturity
and the purchase price (see Vol. XXVII, Pages 304 and 312).
Column (16) calls for the amortized or investment value as of
December 31 of the current year. Columns (17) and (18) pro-
vide for the accrual of discount increases or the amortization of
premium decreases during the year. The increases and decreases
reported in Columns (17) and (18) are, as a rule, also included
in Columns (10) and (11). These latter columns also include
increases or decreases made for any other purpose (such as in-
creases or decreases to adjust the book values up or down to the
market values in case of bonds not subject to amortization, 4. e.,
perpetual bonds, bonds in default as to principle or interest, bonds
not amply secured or otherwise not qualifying for amortization).

The total of Column (17}, Part 1, plus the amount of accrual
of bond discount included in Column (9), Part 4, checks with the
inside amount of Item 39(b), Page 2.

The total of Column (18), Part 1, plus the amount of amortiza-
tion of bond premium included in Column (10), Part 4, checks
with the inside amount of Item 61(b), Page 3.

The amounts shown in Column (16), Part 1, are the amortized
values for bonds qualifying for amortization and the market values
for bonds not so qualifying. The amounts shown in Column (4),
book value, may or may not agree with the amounts shown in
Column (16), depending upon whether or not a company adjusts
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its book values to the amortized (and market) values included
in Column (16). If a company does so adjust its book values, no
amounts appear in Items 40 or 53, Page 4.

In general, the column headings of the various parts of the
schedule not previously commented upon are self-explanatory and
require no material elaboration.

In case of Column (8), 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 last 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 company
actually received dividends for only a fraction of the year.

In case of Column (8), Part 4 (book value at date of sale), if
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 ques-
tions 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
72. The following comments cover the schedule entries for such
transactions as are most generally met with in practice:

Stock Dividends. The accounting for dividends received in the
form of stock or other securities should conform with Federal
Income Tax requirements. Such receipts are considered as divi-
dends to the extent that they constitute income to the sharehold-
ers. The distinction between such dividends which constitute
income and those which do not constitute income and the manner
of accounting for the same are contained in “Regulations 103,
Income Tax, Internal Revenue Code,” Sections 19.115-7 et seq.
Briefly, the income, if any, should be treated as dividends re-
ceived and entered in Part 2 of the schedule. The amount to be
entered in Columns (7), actual cost, and (8), dividends received,
will be the amount determined as constituting income. If no
income is involved, no amounts should be entered in Columns (7)
and (8). The transaction should also be entered in Part 3. In
Column (3), name of vendor, the notation “Stock Dividend”
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should be entered. In Column (5), cost to company, the amount
of income, if any, should be entered, or if no income is involved
“0” should be entered.

Sale of Rights. The total proceeds from sale of stock rights
do not represent profit. The major portion of the proceeds rep-
resents a return of capital and the profit or loss is usually a com-
paratively small amount. The actual profit or loss should be
determined in accordance with the method outlined in “Reg-
ulations 103, Income Tax, Internal Revenue Code,” Sections
19.22(a)-8. The transaction should be included in Part 4 of
the schedule. The proceeds should be entered in Column (5),
consideration. The cost, as determined by the “Regulations,”
should be entered in Column (7), the book value in Column (8)
and the profit or loss in Column (11) or Column (12). If the
cost and book values of the original security are not the same,
the statement profit or loss will be different from the Federal
Income Tax profit or loss, since the statement profit or loss is
based upon the book value and the Federal Income Tax profit or
loss on the cost. The two amounts can be brought into agreement
by a profit or loss adjustment in the book value to bring the book
value back to the actual cost. If this is done, the book value
adjustment would be reflected in Column (9) or Column (10)
of Part 4.

Transfers to Sckedule X. The approved method of treating
transfers to Schedule X—Unlisted Assets (see Page 87)—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



EXHIBITS AND SCHEDULES 7

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. Receipts are not always in cash
but sometimes consist of securities. This frequently happens
where reinsurance of all the outstanding risks of a company is
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 proce-
dure 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
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cash received or paid in connection with the exchange. No fixed
rule can be given. In some instances stock received on reorgan-
ization 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
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 E—REINSURANCE RECOVERABLE ON PAID AND
Unpamn Losses—(Pace 21)

(See Exhibit 7, Page 99)

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

The total of Column (1) checks with “Reinsurance recoverable
on paid losses” as reported in lines 28-31 or 42-43, Page 4, depend-
ing 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. See “Addendum,” page 92.

ScuepULE G—DEVELOPMENT oF UNPAID FIDELITY AND SURETY
Losses aND CrarMms—(Pace 22)

(See Exhibit 7, Page 99)

This schedule shows the developments to date of unpaid losses
and claims outstanding as of the ends of the seven calendar years
prior to the year of statement. Its purpose is to indicate whether
o not a company is maintaining adequate loss and claim reserves
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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, 1933, in view of subsequent developments the total
amount paid during the period 1934-1940 on losses and claims
outstanding December 31, 1933, plus the liability or reserve on
such losses and claims still unpaid December 31, 1940, is com-
pared with the liability or reserve set up as of December 31, 1933.

The schedule is based upon known losses and claims outstand-
ing, 4. e., excludes reserves for losses and claims incurred but not
reported.

The amounts in Column (2) of the schedule (net losses and
claims unpaid December 31 of each calendar year) check with
the amounts in Items 5 and 6, Column (4), Page 5 of the respec-
tive calendar year statements.

ScueEDULE H—SALvacE— (Pace 22)
(See Exhibit 7, Page 99)

This schedule provides for showing gross cash salvage received
during the calendar year, 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 current
year.

(c) On losses incurred and paid in previous years.

The total gross salvage received checks with Items 1-17, Col-
umn (2), Page 3 of statement.

ScuepurLe N (Pace 23)

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, divided between
“Open Banks or Trust Companies” and “Suspended Banks or
Trust Companies” (See Item 51, Page 4 of statement); also the
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rate of interest on each account and the amount of interest re-
ceived during the year. Tt is not an important schedule and is
not reproduced. The amount of interest received checks with
Ttem 25, Page 2 of statement, The total of deposits in suspended
banks as of December 31 checks with the sum of the extended
and inside amounts of Item 51, Page 4 of statement.

ScuepuLe P (Paces 24, 25, 26, 27 anp 28)

The make-up of this schedule conforms in general to the
requirements of the standard liability and compensation loss
reserves laws (including the New York Insurance Law, Section
326, sub-sections 3-6). '

This schedule is divided into eight parts as follows:

Part 1—Liability (including automobile) loss reserve (in-
cluding distribution of unallocated claim expenses
for companies which have been issuing policies
five years or more).

“ 1A—Schedule of automobile liability experience (in-
cluding distribution of unallocated claim expenses
for companies which have been issuing policies
five years or more).

2—Compensation loss reserve (including distribution
of unallocated claim expenses for companies
which have been issuing policies four years or
more).

3—Distribution of unallocated liability (including
automobile) claim expenses for companies which
have been issuing policies less than five years.

“ 3A—Distribution of unallocated automobile liability
claim expenses for companies which have been
issuing policies less than five years.

4—Distribution of unallocated compensation claim
expenses for companies which have been issuing
policies less than four years.

5—Development of incurred liability losses.
“ 5A—Development of incurred compensation losses.

114

113

{3

«
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Parts 1, 2 and 5 only are reproduced. (See exhibits 8, 9 and
10, pages 100, 101 and 102.)

Part 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 question as 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. How-
ever, 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 unallo-
cated claim expense, it is reasonable to assume that Column (12)
could be interpreted to 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 sum of Items 7 and
8, Column (5), Page 2 of the current year’s statement.

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

The difference between the totals of Column (3) of the current
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, how-
ever, shown separately at the bottom of Part 1, or on Part 3,
where it is distributed to policy years upon the percentages pre-
scribed in the liability loss reserve laws. Deducting the calendar
year unallocated claim expense from the total liability claim
expense included in Ttem 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
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(5) between years similar to the check applied to Columns (1) and
(8). In case of Column (6) the difference between the totals of
Column (6) of the current and previous year’s schedules checks
with the total liability loss expense included in Item 20, Page 3
of the current year’s statement.

The sections providing for the computation of the reserve and
the policy year distribution of unallocated claim expenses require
no particular comments.

Part 1A

This part, embracing automobile liability business only, is
identical with Part 1 as respects the schedule of experience and
the policy year distribution of unallocated claim expense and is
subject to the same general checks. No section is provided for
computation of reserve. The reserve computation would have no
particular significance, since the statement reserve is computed
upon the total liability (including automobile) business. If sepa-
rate reserves were computed for each division (automobile and
other liability) the aggregate of the two individual reserves would
not necessarily equal the reserve computed upon the total liability
business. This is due to the fact that in Schedule P—Part 1 for
the group of policy years prior to the three most recent years the
greater of the suit liability (Column 11) or the estimates reserve
(Column 12) is used and for each of the three latest years the
greater of the remainder reserve (Column 17) or the estimates
reserves (Column 18) is used. If this calculation were applied
to each line individually there would be the possibility that the
sum of the resulting reserves for the individual lines would amount
to more than the reserve calculated on the basis of the combined
lines.

This part of the schedule is of no value as respects the calcula-
tion of the liability loss reserves, but it serves as an exhibit of the
automobile liability policy year experience and shows the esti-
mates reserves for this line and the policy year loss ratios, includ-
ing loss expense, on the basis of these reserves. By subtracting
the figures shown in Part 1A from the corresponding figures in
Part 1 it is possible to obtain the estimates reserves and the policy
year experience for the liability other than auto line.
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Part 2

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

The difference between the totals of Column (1) of the current
and previous year’s schedules checks with Item 9, Column (5),
Page 2 of the current year’s statement.

The difference between the total of Column (1) and the un-
earned premium reserve—Item 24, Column (7), Page 7—checks
with the total of Column (2).

The difference between the totals of Column (3) of the current
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 1, the amounts
in Columns (4) and (5) of this part do not check individually
with the financial statement. The calendar year unallocated claim
expense is shown separately at the bottom of Part 2, or on Part
4, and distributed to policy years upon the percentages prescribed
in the standard compensation loss reserve laws. This permits the
checking of Columns (4) and (5) between years similar to the
check applied to Columns (4) and (5) of Part 1. In case of Col-
umn (6) the difference between the totals of Column (6) of the
¢wrrent and previous year’s schedules checks with the total loss
expense included in Item 20, Page 3 of the current year’s state-
ment.

The sections providing for the computation of the reserve and
the policy year distribution of unallocated claim expenses require
no particular comments.

Parts 3, 3A anp 4

These three parts of the schedule as previously mentioned show
the distribution of calendar year unallocated claim expenses to pol-
icy years for liability (including automobile), automobile liability
and compensation respectively for companies which have been
transacting the lines in question less than five years in case of lia-
bility and less than four years in case of compensation. If these
schedules are applicable, the total current calendar year’s unallo-
cated liability claim expense included in Part 8 checks with the
difference between the grand totals of Column (5) of Part 1 of the
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current and prior year’s schedules. A similar check applies to Part
3A and Column (5) of Part 1A. The total current calendar year’s
compensation unallocated claim expense included in Part 4 checks
with the difference between the grand totals of Column (5) of
Part 2 of the current and prior year’s schedules.

ParTs 5 AND H5A

These parts of the schedule are designed to furnish a test of
the adequacy or accuracy of a company’s reserves on the indi-
vidual estimates basis (including or excluding reserves for allo-
cated loss expense, depending on the basis used by the individual
company), by comparing groups of incurred losses at a particular
reserve date with the corresponding incurred losses developed to
subsequent reserve dates.

The incurred losses are grouped by policy year and accident
year, Losses with year of accident in the year of issue are “devel-
oped” for five years and those incurred in subsequent calendar
years for four years.

No check between incurred losses contained in Part 5, or Part
5A, and those contained in Part 1, or Part 2, can be made as
respects losses incurred in the calendar year of issue. However,
in the case of companies which divide three year term business
into three separate policy years, checks can be made by policy
year between the respective parts of the schedule, as follows:

The sum of the incurred losses for policy year 1935, accident
years 1935 and 1936, contained in Part 5, or Part 5A, for reserve
dates Dec. 31, 1936 to Dec. 31, 1940 will check with the policy
year 1935 incurred losses as contained in Part 1, or Part 2, of
the annual statements for the corresponding calendar years.
Expressed somewhat more concisely and using liability as an
example—the sum of incurred losses, policy year 1935, accident
years 1935 and 1936, reserve date Dec. 31, 1936, 1937, 1938, 1939
and 1940 as contained in Part 5, checks with the sum of Columns
(3), (4) and (12), or sum of Columns (3) and (12), for policy
year 1935, Part 1 of the annual statement for the corresponding
calendar years. Similar checks can be made for policy years
1936, 1937, 1938 and 1939.

At the present time, policy year checks similar to the above
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cannot be made in the case of the statements of companies which
charge all losses under policies running for a period of more than
one year to the original policy year of issue.

ScueDpULE O (PAGE 29)*
(See Exhibit 11, Page 103)

Part 1 of 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 reserve
for known claims plus the estimated reserve for incurred but not
reported claims). In case of fidelity and surety the test is made
upon the basis of the loss reserve for known claims only.

The schedule contains some data 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 (11), is equal to the difference
between (a) the reserve at the end of the previous year, Column
(10), and (b) the sum of the amount paid during the current year
on previous years’ claims, Column (2) and the loss reserve on
previous years’ claims still outstanding at the end of the current
year, Column (6) ; or to summarize algebraically:

Column (11) = Column (10) — [Column (2) + Column (6)]

The preparation 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.

~

* The schedule reproduced is that which will be incorporated in the 1941
statement blank. Part 1 of the schedule contains the same essential infor-
mation as contained in the schedule in the 1940 blank, the principal changes
being the elimination of superfluous information and a rearrangement of
columns, Part 2 is new in 1941,
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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 but 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 79.

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

Column (10) checks by line with Items 2-14, Column (6), Page
5 of the previous year’s statement except for fidelity and surety
where the check is with Column (4).

It follows that Column (10) in case of fidelity and surety checks
with the amounts shown in Column (2) of Schedule G of the cur-
rent year’s statement as outstanding at the end of the previous
year.

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

It follows that Column (2) in case of fidelity and surety checks
with Column (3) of Schedule G of the current year’s statement
with respect to losses and claims unpaid December 31 of the pre-
vious year.

Column (6) in case of fidelity and surety checks with the
amounts shown in Column (4) of Schedule G with respect to the
immediately preceding calendar year.

Column (8) 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 will be noted that Column (4) does not enter into the deter-
mination of the adequacy of the loss reserve—Column (11)—but
is incorporated for checking purposes only; Column (5) which
equals Column (2), plus Column (3), minus Column (4) checks
with Items 1-3 and 7-16, Column (5), Page 3 of statement. While
the salvage and reinsurance recovered during the current year
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included in Column (4) 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-
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 (11) but by Column (11) minus Column (4).

Part 2 provides for the development of non-cancellable acci-
dent and health incurred losses by year of accident for a period
of two years beyond the year of statement. This part is similar
in principle to Schedule P, Parts 5 and 5A.

Since this part is restricted to the development of losses occur-
ring in only the four most recent accident years, no check with
Column (11) of Part 1 can be made, since Column (11) is based
upon all prior years of accident. The only check between the
two parts is as follows; the sum of Column (3) and Column (7)
of Part 1 equals the amount of incurred losses as of December 31
of the current year included in Part 2.

ScuEpULE X—UNLIsTED AssSeTs (Pace 30)

This schedule provides for showing the details of “all property
owned by the company or in which it had any interest, on Decem-
ber 31st of current year, which is not entered on any other sched-
ule 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, accordingly, 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, but does not contemplate the inclusion of potential salvage
assets.

Occasionally small amounts of income are derived from the
assets carried in this schedule. In such cases the income should
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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
L accrued interest on bonds acquired during the
year, per Schedules D and X.”

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

SuPPLEMENT To UNDERWRITING AND INVESTMENT ExHisIT
(Pace 31)

The sub-title of this exhibit “Exhibit of Underwriting Gains
and Losses by Lines of Business,” is self-explanatory and the
exhibit requires no particular elaboration. Since the allocation
of underwriting expenses by lines of business occupies consider-
able time after the closing of the company books, the filing of
this exhibit is not required until April 1 following the year of
statement. Companies authorized to transact business in New
York State are required to file a similar but more detailed exhibit,
“New York Casualty Experience Exhibit” with that state and for
such companies the basic data for the “Supplement” is available
from the New York exhibit.

Since the Supplement totals balance with the Underwriting
Exhibit totals, the incurred losses and consequent loss ratios are
based upon the formula loss reserves, rather than upon the indi-
vidual estimates reserves, for the auto liability, other liability
and compensation lines. For this reason the underwriting results
for these lines are distorted and of little value. There is also the
question of the desirability of including in the underwriting gain
or loss the “Gain (or loss) from underwriting profit and loss
items.” The exhibit is not of sufficient importance to justify its
reproduction.
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ScurpvLE T—ExHiBIT OF PREMIUMS WRITTEN
Ar10ocATED BY STATES AND TERRITORIES (PAGE 32)

This exhibit provides for an analysis of total net premiums
written by state and territory for all lines of business combined.
Premiums are divided as follows:

Direct writings—Column (1)
Reinsurance assumed from
Unauthorized companies—Column (2)
Authorized companies—Column (3)
Reinsurance ceded to
Unauthorized companies—Column (4)
Authorized companies—Column (5)
Net premiums—Column (6)

In addition, provision is made for showing net dividends paid
or credited to policyholders—Column (7).

The following are the various checks between the schedule, the
financial statement and the exhibit of state business:

The sum of the totals of Columns (1), (2) and (3) checks with
the difference between Columns (1) and (2) of Item 20, Page 2
of statement.

The sum of the totals of Columns (4) and (5) checks with
Column (3) of Item 20, Page 2.

The total of Column (6) checks with Column (5) of Item 20,
Page 2.

The total of Column (7) checks with the extended amount of
Item 52, Page 3 of statement.

The amount in Column (1) for an individual state checks with
Column (1) of Item 17, Page 10 of statement.

The sum of the amounts in Columns (2) and (3) for an indi-
vidual state checks with Column (2) of Item 17, Page 10.

The sum of the amounts in Columns (4) and (5) for an indi-
vidual state checks with Column (3) of Item 17, Page 10.

The amount of Column (6) for an individual state checks with
Column (4) of Item 17, Page 10.

The amount of Column (7) for an individual state checks with
Column (5) of Item 17, Page 10.

The preparation of this schedule involves considerable time
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following the compilation of other more essential statement rec-
ords and consequently filing is not required until March 15 fol-
lowing the year of statement.

It is questionable whether this schedule is of sufficient impor-
tance to justify its requirement, since for most states all essential
information for state premium tax purposes is contained in detail
by line of business in the exhibit of state business on Page 10.
The schedule is not reproduced.

ADDENDUM

In addition to the revised Schedule O, the following changes,
none of which have any material effect upon the text of this or
the previous paper (Vol. XXVII, Page 294), will be incorporated
in the 1941 statement blank. The changes are taken from the
1941 Report of the Committee on Blanks of the National Asso-
ciation of Insurance Commissioners. The changes applicable
exclusively to the casualty blanks are given verbatim. Those
applicable to all blanks have been edited to reflect their applica-
tions to the casualty blank., The “reasons” stated are taken ver-
batim from the report.

Pages 2, 3, 4, 5,6, 7, 10, 29 and 31:
Change “Steam Boiler” to “Boiler” and “Plate Glass” to
“Glass” throughout the statement. '
Reason: Proposed phraseology more accurately describes these
lines of business.

Page 3, line 43, and Page 4, line 47:

Change words “Furniture and Fixtures” to read “Furniture
and Equipment.”

Reason: To provide a more accurate description.

Page 5:

Change heading “V—Liabilities” to read “V—Liabilities, Sur-
plus, and Other Funds.”

Reason: To correspond with Life Blank and to provide recog-
nition of accounts not strictly regarded as liabilities.
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Page 9, line 51, and footnote (d):
Change reference (d) to (c) in each case.
Reason: To correct an error.

Page 9, line 75:
Delete printed matter and make this a blank line similar to
lines 76 and 77, preceded only by the footnote designation “(a)”.
Reason: Inappropriate to require designation of “Gain” or
“Loss” as both gains and losses are provided for in separate
columns. New line will provide additional space for miscella-
neous items.

Page 9, line 87:

Change to read “Per cent of investment expenses incurred to
gross interest, dividends and rents earned . . . .”

Reason: In order to include dividends which are already re-
ported as a part of investment earnings.

Schedule A, Part 3:

Append footnote to column headed “Book Value at date of
sale less incumbrances” reading as follows:

“In case of sales under contract, include payments received
during current year only, until book value per Part 1 is
exhausted.”

Also add to double starred footnote referring to “Cost to Com-
pany” column the following sentence:

“In reporting sales under contract, include payments received
during the current year only.”

Reason: To indicate that “Book Value” and “Cost to Com-
pany” should be reduced by payments received or purchase money
mortgage taken during the year of report and to secure uniformity
of practice.

Schedule D, Part 1:
Put printer’s symbol in Column (1) preceding the word “De-
scription” referring to a footnote reading as follows:
“Where a bond is payable in a foreign currency, the par value
payable in that currency should be included as a part of the
description.”
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Reason: To secure necessary information in connection with
audit of annual statements.

Schedule E:

Add to subheading in Column (2) the parenthetical expres-
sion: “(Exclusive of Liability and Compensation).”

Reason: 1t is sometimes found upon audit that reinsurance on
liability and compensation losses is included in this schedule,
thus preventing Column (2) from checking with corresponding
item on page 5.

Schedule N:
Eliminate day of month appearing in headings.

Reason: Caption of schedule already indicates that balance is
for the last day of each month.

Schedule P, Parts 1, 1A, and 2:

In Columns (4a) and (5a) substitute the word “Percentage”
for the word “Ratio.”

Reason: In order to have phraseology in headings consistent
with Column (8).
Schedule P, Parts 1, 1A, and 2:

In first column delete the words “First period” in first hori-
zontal line and “Second period” in the tenth horizontal line.

Reason: To eliminate unnecessary headings.

Schedule P, Part 2:

Change heading of Column (10) to read: “(f) Amount” and
add the following footnote:
“(f) State maximum rate of interest used in determining
present values of future payments .. .. %"
Reason: Some companies value certain outstanding claims at
3% or 3%% or use no interest discount whatsoever.
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EXHIBIT 1

Form3 ANNUAL STATEMENT FOR THE YEAR 1940 OF THE.

(Urite or stamp name of Company)
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Running ¢ne year or less from date of policy |F unning more than one year from dateof pali
Advance premiums | Total premiums per Total unearned
Premiums Amount uoearned* Premiums A"'“("‘)‘:; ‘;‘:)"“d (100%) columa 8 above premlumy
19. Accident. . . . .
20. Health .. . .
21, NOWEANCELLABLE Aulnurr
22. Auto liability. . . .
2. ST
24, TOLOMFENGATION . .
25, Fidelity . « . . .
26. Surety. . . . 4 -
27. Plateglass . . . .
28, Burglary and theft .
20. Steam boiler . . .
80, Machinery . . , .
a1 ARG
32. Auto collision. . . .
35, TSNS
2 N )
35. Toras . . .
1By gross premiums is meant the aggregate of all the premiume written in the policies or renewals in force. Are they no returned in this ? Answer:.
() Eoter Doe of busloess.
*Stats bere bads of ped fo eech case.
STATE 0. '
;u
Counrr or.

Pres’ S Y, -and {Treasurer
of the. belng dnly sworn, each for himaelf deposes and saya that they are
the above-described officers of the maid company, and that on the thirty-first day of December last, all of the above described asats were the nbwlme property of the said com-
pany, free and clear from any llens or claims thereon, except as above stated, and that the foregoing with the and therein contained, an.
nexed or referred to, are a full and correct exhibit of all the nssets, liabill-Jes, fncome and disbursements and of tho condltion and aﬂnlrl of the sald eompany on the said
thirty-first day of December last, and for the year ended on that date, ac:ording Lo the best of their n, dge and belief, resp: ly.

Subscribed and awora to before me this...— .
Prod. .
day ol. 1941, } - rosident
Secretary
——— $Treasarer

sorrtsponting pervos bavlng charga finances .
NOTE.—Unlted States manager must smebd af3arlt to sbow clearly ikat It covers the statasmert of the Usited States braseh, 107 correapondiag persan baviag af the accounts 4nd of 1ba compaay



EXHIBITS AND SCHEDULES

EXHIBIT 2

ANNUAL STATEMENT FOR THE YEAR 1940 OF THE

Form 3

(Write or siamp name of Company)

BUSINESS IN THE STATE OF CONNECTICUT DURING THE YEAR
PREMIUMS WRITTEN

EXHIBIT OF PREMIUMS WRITTEN

AND LOSSES PAID

‘GROSS PREMIUMY, INCLUDING POLICY ANI
PREMII REMI

{UKS AND P

D MEMBERSHL
[UM3 ON POLICIES

P FEES, I.ES3 RETURN
NOT TAEEN

(a) Enter linc of business.

28, Steam boiler . .

CLass Net Precsiosss D?'ﬂ:%ﬁ":g%-.:'ug'iﬂﬂviﬁ
Direet Wrilags Relarasance Amamed Refanrenes Coded
a @ [)) () ®
1. Accident . . .
2. Health e e
3. Nea-apeelable xecident and bealth
4. Auto liability . . .
" B. Liability other than auto.
8. Workmen's compensation.
7. Fidelity . . «
8. Surety . i s «
0. Plateglass . . .
10. Burglary and theft . .
11. Steam boiler .
12. Machinery . .
13. Auto property d
14. Auto coliision . . - - -
e e e
18. (a)
17, ToraLs®
*Tq agree with Schedula T.
LOSSES PAID
cuass Smmirapd, | PP | e HE
a (2] ™
18, Accident . . .
19. Health e
20. Noa-cancelable accideat and bealth
21, Auto liability
22, Liability other than auto.
23. Workmen's p i
24. Fidelity
25, Surety . . . .
26. Plateglass . ., .
27. Burglary and theft

29, Machinery . . .
30. Auto property damage
31. Auto collision . .
02, oy e o e
33. (a).

34. TOTALS

v6




ANNUAL STATEMENT FOR THE YEAR 1940 OF THE

95

EXHIBITS AND SCHEDULES

EXHIBIT 3

(Writs or stamp nems of Company)

SCHEDULE A—Part 1
Showing AL Real Estate OWNED December $1 of Current Year, the Cost, Book and Marlet Value thereof, the Nature and Amount of oJl Liens and Incumbrances thereon, including Interest Due and Accrued, ete.

o @ ® w ® ® ] @ ® GROSS AND NET INCOME, TAXES, REPAIRS AND EXPGNSES FOR EACH OF LAST THREE YEARS N a8
LOCA’ Incamase, sT Decraasx, sy ™ A7 o [guzancx's
No. ) un'bg 15‘33'%1» stc)unxg?x Deen Asoant on " VP || viManeT juer, | Aoparm, T e 77 = i : s " o:‘ng: b =0
o NAKE OF VENDOR. Incye. S A : Ve Grom | 11y Groas (pcosae, 13 Grows Iscome. Bepeaded for
mmu% } -w lndud!uhinu Acquraas anacis Cost Tncumazarc||  IMCaseaces R ny‘:-n:‘.‘;'«:a Umloearcn | Netlawme le:x:: T | e Tkome m;::x o | Tagp o e Totam Comne o =
3 3 3 3 3 3 L] 3 $ 3 3
Tolals
*Including cot of acquiring title, and, it the property was acquired by foreclosure, such costs shell Inclode the cmounts expended for taxes, repairs and improvements prior to the date on which the company acquired title.
1State basis 'on which market value was .
CLASSIFICATION
Sh g the total t of Real Estate owned in each State end Foreign Country
Statz Mance: Varue Srare MARTET VALUB StATs Marxnr Vavue STATE MARTET VALUE Foraton COUNTRY MARKZET VALUE
H s 3 ¥ §
3 L H
Totals, : ¢
Form 3 ANNUAL STATEMENT FOR THE YEAR 1940 OF THE
(¥Prits or siomp name of Company)
SCHEDULE A—Part 2
Showing AL Real Estate ACQUIRED During the Year and Showing also Amounts Expended for Additions and Per t Impr ts Made During said Year to ALL Real Estate
hd @ @ w o Auouss Bxriibm y08 Avor.
QUANTITY, pmsnsrons AND LOCATION OF LANDS: SIZE AND DESCRIPTION OF DING! Sosr
Ne. TIONS AND Qnuuzﬁur mmfova?m?n?s unﬁg DONING THE VAR (OR) NATURG OF DATE ACQUIRED HOW ACQUIRED NAME OF VENDOR Dottt o |l mocisiine Bunte Tk Yaar G i
Last IRCUXDaARCEY
3 k1 K3
Totals
SCHEDULE A—Part 3
Showing Al Real Estate SOLD or Otherwise Disposed of During the Year Ineluding Payménts During the Year on “Sales under Contract”
) @ ) (u ® ® ® an an an
No, | GUANTITY. DIMENSIONS AND LOCATION OF LANDS: SIZE AND DESCRIFTION OF pATE NAME 1ot 1 Pt osicr ey kel v"‘"'u;’ Lty ting vt S22 B e i
iature o oacnimnstes, ¥ as) SGLD OF FURCHASER s Dy :"“" Do ;“:‘ Ve l.llcm’:nszum Urom %:m-n R . Lﬁc&'n;ﬂcfnm b‘:‘\?}g’?:-‘

Totals

4Including cost of acquiring title, and, if ths property was acquired by foreclosurs,
$indicate payments on “Sales under Contracts” in Part 3 by inserting the letter

“P” after the number of the parcel.

Book. Value,
Current Y
Increase by Adjustment: Totals, Part 1, Col. (8) . . . .. .. .. ..
Totals, Part 3, Col. (3) . . . . .
Caost of Acquired, Part 2, Col. (5)

ear:—

such cests shall include the amounts expsnded for taxes, Tepairs,

SCHEDULE A—Verification Between Years

Cost of Additions and Permanent Improvemems, Part 2, Col (6)
Profit on Sales, Part 3, Col. (9) .

Total .

Received on Sales, Part 3, Cof. (8)
Loss on Sales, Part 3, Col. {10)

Book Value, December 31, Current Year (lcem 1, Page 4)

Less:—
Decrease by Adjustment: Totals, Part 1, Col (8) . .
Totats, Part 3, Col. (6) .

December 31, Previous Year (Item 1, Page 4, Annua! Statement) . . ... ..

il

and improvemants prior to the date on which the company acquired tifle.



96
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EXHIBIT 4

Form 3 ANNUAL STATEMENT FOR THE YEAR 1940 OF THE -
{Write or atamp nams of Company)
SCHEDULE .
Showing all MORTGAGES OWNED December 81 of Current Year, and all Mertgage Loana Made, Increased, Discharged, Reduced or Disposed of During the Year
PRINCIPAL INTEREST
DATE RECORD OF MORTGAGE - ANOUNY Patl o T T U s T far 2ued Istarul Vaoz or Varus or |m: H:L:'IJ -
NUMBER vear | veu Dlm’:u::l."‘-mgm As‘:};%ny“:n “‘S‘.’;’i.’;?;:dl.’l“" :’;‘:“::?}ué': : oarel  Rors IC’EIE'B“‘-TJ,?& é: ::(l‘?': Raz"?}l‘:nn h:;-":":u‘nlwr-ll MosTcAcED Bouies ,.?.“.‘w.u.;'-'r'.; mﬁﬂ%ﬁﬁﬁﬁﬁ?ﬁ&
Givea | Due State County Book Page Dollare Cla Dollary Cus. Dollars (<3 Dollars Cta. oo v Delan| Ciw!l Dellars! Cts Doltars c. Dollars Cta Dollars Dolsrs Dellars
i) Q3@ 6 e [2)] 9 (10} (Y]] [V E?) (1.5 (16) aw (18) 1 (19) 20}
Tolal,
Tnclading alt “purch & year and all increases » cearm] ious year.
(B Including mortpapes wnder which Company bas vacuresd thln el orsoion o foveetusepart during the year on losus outianding Desamber 31 of pravious yeu

CLASSIFICATION
Showing the Total Amount of Mortgage Loans on Real Estate in Ench State and Foreign Country
STATE AMOUNT STATE AMOUNT STATE AMOUNT STATE AMOUNT FOREIGN COUNTRY AMOUNT
] g 3 H
Touais |° * d ¥
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EXHIBIT 5
Form 3 1

ANNUAL STATEMENT FOR THE YEAR (940 OF THE

(Write or stamy nems of Compona)
SCHEDULE C—Part 1
Showing all Collateral Loans IN FORCE December 81 of Current Year, and all Substitutions of Collateral Thereon During said Year
Drscrirnos or SecUziTiES Hoo as. INTEREST SUBSTITUTIONS OF COLLATERAL, VIZ:
Cousrxzas Dacisxe 31 or Cuanent Yean uare Markst pyv— Dars Y p—
No. v tn 4l cxluma he num e o Pax Varur || Geraie Vatye foanes & Py pare || awsnn || st s iwe mrine Coutarenas SussmTUTED CottaTmdL Reeasto NAME OF ACTUAL
“ .:.m:n:uea'{onﬁl ﬂ?ﬁa&?’t’:«e’ﬁi “a * Haer Holioa il Tume Loan Loan o [t ot {| ho® Dasriptla Date || Pur Vatue || Market Value Dearription Date || Par Value [[Market Value SORROWER
H -3 : 3 H 3 H H $
) (2) (3)_i (5) 6 [a] (€] 9 1ol an 1 (2) 13) 4§ {15) {16) (7] 8l @ I @0 20
/
/// [—
L\/ | —
L2 | R $ s e s s Pl e s Pl s s
Tolals 1
] ) i} ]
Farm 3 ANNUAL STATEMENT FOR TIIE YEAR 1940 OF THE
(Writa o stamp vame of Company)
SCHEDULE C--Part 2
Showing all Collateral Loans MADE During the Year, and All Substitutions of Collateral Thereon During Said Year
Rate Manger Rare SUBSTITUTIONS OF COLLATERAL, VIZ:
Ne. Drschuriton or Secumirs Accerren v CouaTzans Pavaus || Gorane || YALvE ar Lodis Par I ™ et [T r— ol Rmamis NAME OF ACTUAL
wAS Mast Markst pre oF Tumezon Loan Loax on BOKROWER.
Varue Loan Deacription Date Par Valoe Market Value Daxcription Date Pur Value Market Value
3 3 B i ; s s oo
(0] _(2) K] “) (3] (6) ) 8 | O (10) an i a2 (13) (14) (15 [ _(16) | (7) (18)
s
_ =
—~—
s ... s P e s 1 ¢ 4 s
Toats I el e S PR | N
N itutions of need be shown [n dutail in only one exhibit. Refer in each of the other exhibits to the number of the loan in the exhibit in which the substitution is shawn and show the aubatitotions in Part 1 when passible,
SCHEDULE GC—Part 3
Showing all Collateral Loans DISCHARGED in Whole or in Part During the Year, and Al Substitutions of Collateral Thereon During Said Year
L [ INTEREST SURSTITUTIONS OF COLLATERAL, VIZ. S
No. "'Ev':L'Smx.E;’.t“ﬁ"‘ e e oymente Pavave | Srm Voo Awouwroe [} Dyre Dare = Aoy CoLLATERAL SumamiTUTEs Colirwnm Reteassd NAME OF ACTUAL BORROWER
nter collateral released only) (Alm D?Arﬂ. or REPAID Loa Rxvavwest, o:‘ D!f':::(?
Vave SCRANGE Loaw Yean Deacription Date Par Value Mutket Value Description Date | ParValoe | Market Valoe
B $ 3 s - H 3 s 3
[} (2) | @ (B) ©) @1 @ 1O a0 (1 21 13 | (4 (15 6y | a2 | (8 19
p—— -
e >
5\’/
\\
8 $ LR U R 5 . s F3 3 s
Totads b LW e e S B
Note—Indicate partin] payments in Part 3 by the lstter “P"” in pumber column.
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Fom 3
Bands to be gmuped in following manner and each group arranged alphabetically:

ANNUAL STATEMENT FOR THE YEAR 19i0 OF THE

EXHIBITS AND SCHEDULES

EXHIBIT 6

(Write or stamp nams of Compeny}

Governmen|
States, Temmnes and Posnmm L N
L Seatea, T and SCHEDULE D—Part 1
Public Utilities. 1
sicial & ecus ___Show subutotals for each gronp. Showing all BONDS Qwned December 81 of Current Year colimmes for data Amortintisn, See Nots
@ w ® ® o ® an an ¢ an [ an an n as)
Give complete. H.m' mN lon of wlt bonda = DM@ o Rarz T & INT?&EI‘ IncarasE, BT Dacaxass, oY wx:::'d Ane l[!f:'-‘:‘:f tAmorsed llna“‘n LDnan-h
Twsed, o mmm e ocarion of B e Plteny || Rate | otow || MaTRSTY Boor Vasow Pan Vaow = oy AT o Deg, 31 Gloms far Miaoo Aonimee | S || gems i ves AW deydtmest f| Amonied || Amomise
-l-:!:.. ow compmnics. | l: bonds of Paid [T T Ornion ﬂ'nll (n:l-‘d;nl wo- crued Lawrest) or C:Id:n zrl-:l DomING. gsmn ;’l:w: e, 08 .'"::".: ] Pum-:n Dc‘lc“;fd Value DV‘IIHI.F‘
n-nuui Yz, el i Ve ) 8 Pttt Yex Yer Yo "i'":{"'" Sacvam? Mede || Current Vesr Vear Ver
B
H] 3 s 3 H s 3 s s ¥ 3 s
—
]
Tolals d 4 e ¥ 5 4 4 4 4 3 T . K : 4
*Insert initial letters of months In which interest is payable. T B B o o e i oL B L e e nd praviie (o Foiom it Fosiaores The focreases and dreremscs fo amortlsed values are the eame ax thoss shows in columay for Tncresse
ad pm..u by Alustent a Book Vatuer mlf:typlln.‘n“ulher-ue Amell ice toxle bonds, e nch to be seed e8 = wabmtltcte fo7 e Iaformatien required ln the precediag catemns but o sddition tharst.
Form 3
Stocks to be grouped in the following order and each group arranged alpbabeticaily: ANNUAL STATEMENT FOR THE YEAR 1940 OF THE (Write or stamp name of Compewy)
Babie etcien SCHEDULE D—Part 2
d T Co .
Indyserial ‘and Miscellaneous mpasies Show eub-totals for esch group Showing All STOCKS Owned December 31 of Current Year
o R © 2 ® ™ orfos . 2, an
DESCRIPTION No. viioe Pt Fore o 14 Exci o7 aroumt i A
Glee complete aad soeurare descoian of a1 tocks owsed, Tachudlog releemable P Pax Boox Vatuw Grram Mancer VaLte AcTuat, Cost 7 Tas Veant Recevm Varor Ve YEAR AcQuiRsd
opliony, il uny, nod location of all street rai'way, back, SHark i Duning Dumiva Duzing
Companies v tass] 1w | s o Year ki
5 3 g i3 3 5 5
—— : 1 t
’ e 3 R T | U SOV A s s LI | e
Totals,
Farma ANNUAL STATEMENT FOR THE YEAR 1940 OF THE
(Write or stamp mams of Compony)
S:ockxband llaox}ds to be gmuped separately showing SCHEDULE D—Part 3
sub-totals for each . . . .
group. Showing All Bonds and.Stocks ACQUIRED During Year
"
Dnscxlrrlov @ @ w @ ) @
Gire complete and acenmts deacription of cacs bber uad stock, Includiag location
ey S T i Dare saumes NAME OF VENDOR ordities || (ootad T S e o R s
Optiom. if any, fos each bond aad ow SToc oo bazds) Dumixa Yras
¥ T £ [
\
- T : o
................ Totals ” “= l "s 3
Stocks b_and I])onrds to :e grouped separately showing SCGHEDULE D—Part 4
sub-totals for ea 4 . . ,
r each group Showing All Bonds and Stocks SOLD, REDEEMED or Otherwise DISPOSED OF During Year
@ @ @ ® ) @ ® ® a0 an (1) (a3 e
sscAtbrion Incarisx, sy Drcagase, ar Lrreaest on Bowne
@ ':IIMDH:E“:: i e ks e byt de il Dare Sovo MAME OF PURCHASER orSunss || (eioaio st o e texdaa s oy o Aopusnams, ‘“’,.:';’;‘;;m i - Rﬂ'?:w Drvipsns on Sroce
erll Moics £11a BSQRED Siateriag wach pent T e Tl e At o A a¥ Srocx Iaterest o bonds) o Sum Varux Varur Sus o Yaar, | Duaing Yzan
options, f auy, (o cach boud asd mock Durms Yoar Dunine Vear P n:'ma. oy
s s s s g s g g ] 8/‘//
[ =
s — ——
~—
H 3 3 3 s 3 H H) 3
Totals




EXHIBITS AND SCHEDULES

EXHIBIT 7

Forma 3 ANNUAL STATEMENT FOR THE YEAR 1940 OF THE.

(Write or slorp mame of Company)

SCHEDULE E
Skowing Names and Locations of Companies and Amounts Recoverable for all Reinsurance on Paid and Unpaid Losses

n 2
NAMES OF COMPANIES LOCATIONS {A) Palo Lossrs Urraro Lossmy
Dollars Cre Dollars. Cus.
r
———

!

—

Tolals
(A) Carry as ledger asset or non-ledger asser.
i . ANNUAL STATEMENT FOR THE YEAR 1940 OF THE. i o i L - - NI T T e

(Wris v stamp sams of Company)

SCHEDULE G

Showing Net Losses Paid on Fidelity and Surety claims that uere undisposed of December 315t of the following years, as compared with Estimated
Liability per Annual Statement of the respective years and at end of Current Year

66

w @ @ ) {5 ®)
NET Losses awp CLADIS UNPATD DECEMBER 3187 PR ANNUAL STATEMENT I ) DECREAS
Fon Eact or Tk FouLowtng Yaans Tot.s Awore Estiuatep Lusnry R HersAE on () Drcarasy
(ExcLvos R ror Cramis 1 Bur Not R \C2 N Cumert Year . (Drr. CoL. 2 axp 5)
1933 Fidelity
Surety
1934 Fidelity
Surety
1935 Fidelity
Surety
1936 Fidelity =
Surety
1037 Fidelity
Surety
1938 Fidelity
Surety.
1830 Fidelity
Surety

SCHEDULE H

Showing all Gross Salvage received during the yeor (withous deducting reinsurance) ox account of Losses and Claims paid prior to and including December 31
* of Current Year, which 1s shown in line 17, column 2, page 3, and deducted from the Disbursements in the Annual Statement
Jor the year ended December 31 of Current Year

AMOUNT OF SALVAGE RECEIVED IN CASH, VIZ: ON LOSSES: OF THE CURRENT YEAR, $ .o i ON LOSSES OF PREVIOUS YEARS,
UNPAID DECEMBER 31 OF PREVIOUS YEAR,$...... RN 3 ON LOSSES OF PREVIOUS YEARS PAID PRIOR TO DECEMBER 31 OF

PREVIOUS YEAR, $.— oo oomeeees TOTAL, $ e
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EXHIBITS AND SCHEDULES

EXHIBIT 8

Form 3 ANNUAL STATEMENT FOR THE YEAR 1940 OF THE
{Write or stamp wrms of Compeny)
SCHEDULE P—Part 1
Reserve for Unpaid Liability (including Automobile) Losses D ber 31 of Current Year
SCHEDULE OF EXPERIENCE
(e) LIABILITY LOSS EXPENSE PAYMENTS P LiabZity Swits Paoding Dec. 31 of Carreat Y Liabilit
g inbrelg et @ Lisbi T Tt iy loe || ofmel e ~ Ty || apts
Yeara in which lability Tices wriree S oremiuma Toas paymen o aliocated of un. Total * pavmens || Sammod (Covj| Nuraber|| Smouns 1| Total suit abitey Sum of Ttems o || divided
policies were itsued H o renewed (Soe Hotes band ) Fyments Allocated cpenm iy || Uealootsd | alocatsd | oy T g | RS, | Stmea Colll Number| charged (Gl 0 timen Uyh | o
Tosses paid st Col. 2) it ok %
) ] 3) ) ) ) {Sa) ®) o ®) @ ¢V ay {13y (13) (14)
- 3 3 ] 4 1 3 3 3 3 3
First period
Prior to 1931 21,500
1931 1,000
1932 1,000
1933 1,000
1934 1,000
1935 1,000
1936 850
1937 850
Total first period
Second period
1933 750
1939 750
1940 750
Total second period
s [) H s s } 3 s s 3 s
Grand totalg
COMPUTATION OF RESERVE FOR UNPAID LIABILITY (INCLUDING AUTOMOBILE) LOSSES
Deduct lozs Remaind AS COMPUTED BY THE COMPANY
80% of d ermainder Estimated R It Carry out for each year
Years in which liabilty _ é)rf?llm e :z:"“g:"‘;'&d (gl 13 an l?&ll'?’l;b“?';i:)" Coimount sted in Veluatary addiional Torl lsbiiy Total incured Incurefoesaco
ici i f e wgy .12, ar % o8 i
policies were imued e By mecind pe secoud period 1 negative eater “0. e pe ever i greates bty lossen (Col. 10 pius . 20) (Col. 16 plas Cor. 21) by Col. 2) %
as) (8) an (18) (19) (20) (1) 22 @3)
3 s 3 ] $ 3 $
1938
1939
1940
s 3 s 3 s % 3
Totals
¥
24) Reserve for unpaid liability losses, first period (Col. 11, first period, or Col. 12, first period, whichever is greater)
25) Reserve for_ynpaid liabjli: s i tal of Col. 21)
0
26 Total resecve for unpaid liability losses
Distribution of Unallocated Liability (including Automobile) Claim E. p
For Companies which have been issuing Policies 5 Years or more.
Calendar years in of unallocated .
wln::\‘ ayments A'}‘;:g}!y ;‘.m; Priot to 1631 Wt 1932 1933 1934 1935 1036 1927 1938 1839 1960
- 3
Prior to 1840
1940 5% 10% 10% «0% 35%
Totals M




EXHIBITS AND SCHEDULES 101

EXHIBIT 9

ANNUAL STATEMENT FOR THE YEAR 1940 OF THE

Form 3
(Writy 0r stamp memd of Company}
SCHEDULE P—Part 2
Reserve for Unpaid Workmen’s Comp jon Losses D ber 31 of Current Year
SCHEDULE OF EXPERIENCE
(¢) COMPENSATION LOSS EXPENSE PAYMENTS Perpentage Unpaid Compensation claims:
- Amount of eaned . - C ion loes eat {December 51 of current Yol ] . Compensation
Vears in which (‘3recn:ﬁ.“m“}'?.".fo"|’.:ﬁ" uati (@) Compensation los Ratio Ratio aad fow expense preminms Preent vl a6 Joral eompensation o raie (Gal.
t . remiul 4 - ents || “earned I ., || Fresent value at...__. r H 1!
e g | wienor renewed || (se. DS Dand o) Allocated of allocated ! allocated Total ool e) | A% [ Mo || contum intereat of s || 10 Col7and 10) SRRy
b pense t 4 expense o vided by mated future payments
o33E8 P loses paid Col. 2)
[¢)] [¢] @) 9 {4a) (6] (52) © m [€) @ 0y an uz
. . 3 3 3 ¥ E) 3 3 3
First period ¥
Prior to 1931
1931
1932
1933
1934
1935
1936
1937
Total fiest period
Second period
1938
1039
1240
Total second period ]
Grand totals d s r * T T n 5
COMPUTATION OF RESERVE FOR UNPAID COMPENSATION LOSSES
AS COMPUTED BY THE COMPANY
659, of earned Deduct foss Remainder Unpaid Carry out for each year -
Years in which premium stated Eepenes state (Col. 13 less Col. 13 compentation claims in Col T o S hich Voluntary additional Total compensation Total incurred Incurred loss
compensation policies in column 2 e 1 negative enter “0”) (ol 10) B e e ™ reserve for unpaid Toss reserves compensation losscs Lo (Cok
were inu compensation losses (Col, 17 plus Col. 18) {Col. 14 plus Col. 19) by Col. 2) %
(13) [¢D)] (15) 1e) an 18) a9) (20) @)
3 3 s 3 3 $ 3
1838
1939
1940
Totals M ¥ s $ 3 s Y
22) _Reserve for unpaid compensation losses first period {Col. 10, total first period) M
(23) _Reserve for unpaid compensation losees second period (Total of Col. 19)
(24) Total reserve for unpaid compensation losses 4
Distribution of Unallocated Comp ion Claim Exper
For Companies which have been issuing Policics 4 Vears or more.
I Fears i Amount of
C:éé.‘*‘;.‘;f..’::;‘.“ Unaliocated Com- Prior to 1931 1831 1032 1033 1934 1035 1938 1937 1938 1039 1940
were made pensation Payments
. 3
Prior to 1940
1910 5% 10% 45% 0%
>
Totals —
NoTES: (a) There should be included in this column the gross premiums on policies written or renewed in each of ﬂ?e respective years plus the additional premiums oo &id policies, less (he return premiums, abatement of premiums and reinsurance. Are they o returned in this schedule? Answer:...
(b) Earned premiums must ioclude gross premiuma charged on all policies written during said period, including all determined excess and additional premioms, Jess return premiuma, other Uhan premiums retured to pollcyholders as dividends, and less reis lums and premiums on policies canceled,

and less unearned premiums on policies in force. Such premiums must be credited or charged to calendar years in which pol; were wrilten. Ata they so returned in this statement? Answer:

(c) Any participaling Company which has charged in its premiums a loading solely for dividends shall pot be required to include such loading in its earned premiums, provided a siatement of the amount of such loading bas been filed with and approved by the superintendent of insurance.

(d) There should be included with “Loas payments” all payments for fst aid and medicul attendance. Are they ¢o returned in this statement? wer:

(e} There should be included with “Loss expense payments” all payments for legal expenses, Including aitorney’s end wilness fees and court costs, salaries and expenses of invuliélonv sdjusters and Geld men, rents, 3tationery, telegraph and telepbone charges, postage, mafaries and cxpenses of office crployees,
Az ]

bome ofice expenses and all other paymests vnder or on ccount of such injuties, whetber the payments are allocated to specific cJuims o sre upsllomicd  Are they so returned in this statement?
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EXHIBIT 10

ANNUAL STATEMENT FOR THE YEAR 1340 OF TEHE,

(Trise or riams meme of Crmoonsd

SCHEDULE P—Part §
Development of Incurred Liability Losses

Sum of Columns (3), (4) and (12)—Schedule P—Part 1 [Sum of Columns (3) and (12) only If company does not

lude reserve for all d loss In Column (12)]
ey Yo i RESERVE DATE
fncued Dec. 31, 1038 Dec. 31, 1028 Dec. 21, 1937 Dac. 31, 1938 Dec. 32, 1833 Dec. 81, 1940
1935 1935
1038 1036 XXX
1936 1938 XxXx
1938 1037 XXX XXX
1237 1937 XXX XXX
1937 1836 XXX XXX X X X
1028 1038 Xxx XXX XXX
1638 1939 XXX XXX XXX XXX
1030 1930 XXX XXX XXX XXX
1939 1040 XXX XXX XXX XXX XXX
1840 1050 XXX XXX XXX XXX XXX
*1933 1836 XXX
*1934 1938 XXX
1034 1057 xxx XXX
1935 1087 XXX xx X
*1935 1938 XXX XXX XXX
1936 1638 XXX XXX XXX
*1936 1930 XXX XXX XXX AXX
1937 1030 XXX XXX XX X XXX
*1937 10 XXX XXX XXX XXX XXX
*1038 1940 XXX XXX XXX XXX XXX
SCHEDULE P—Part 5A
Devel of L d G Losses

Sum of Colum

n3 (3}, (4) and (10)—Schedule P—Part 2 [Swn of Columns (3) and (10) only If company does not
1

lude reserve for all d loss in Column (l!))]
ERVE DATE
Palicy years i~ il
incurred Dec. 31, 1935 Dec. 81, 1938 Due. 31, 137 Dex. 31, 1938 Dec. 31, 1030 Dac. 31, 1040
1935 1035
1935 1038 XXX
1936 1938 XXX
1036 1637 XXX XXX
1937 1937 XXX XXX
1937 1938 XXX XXX XXX
1028 1038 XXX XXX XXX
1938 1939 XXX XXX XXX XXX
1929 19830 X XX X X X XXX XXX
1939 1840 XXX XXX XXX XXX XXX
1940 1940 XXX XXX XXX XXX XXX
#1933 1536 XXX
10 1936 XXX
1934 1937 XXX XXX
1935 1937 XXX XXX
*1935 1033 XXX XXX XXX
1936 1933 XXX XXX XXX
“1030 1939 XXX XXX XXX XXX
1937 1639 XXX XXX XXX XXX
*1937 1940 XXX XXX XXX XXX XXX
*1933 1940 XXX XXX X X X X XX XXX
“Thcae (o to b flied io oaly by companies whih charpe all ks under policles runlng for & p /18 of mors thas 668 year 1o the ociginal policy yeur of Hane.

0T
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EXHIBIT 11

Porm 3 ANNUAL STATEMENT FOR THE. YEAR 1941 OF THE

{Frite or samp nams of Compony)
SCHEDULE O--Part 1
Losses and Claims Other Than Liability and Workmen's Compensation Claims

ar [ Ty a7 [L] o [ @ ® an an
Loases asd clalian paid durleg the year loss satvage and relnsurance
reoeived theboon dusing the yar. et dlsbareecnents for losecs and Losres £0d claiens unpaid Doc. 31 of carrent year, visus otel toomes snd caicne Bueaied (uniy on omoaie |f —
e recelved during the year, - — Deormber Il of ml YA | (yious year. per Itemy 3 to N in- |pestimated Uablilty (indicate de-
I tunn:g“mnnxv—wa w16, mi’gml Eetimated Hability Dec. 31 of carrent year on losecs. u:‘ s tacured in d-v; Call:n (6) and item 17, |{crease by misus
%0 lowes and clofme Incurred | On lowses and chaimy [ncarred therwto " (Cola. 3+3—) Total ""', page frephveat between (Col. § ead 10)
b0 Sanuary ) of carTeat year Seing ihe year (Coln. 3+ Q0 louses and, dlatmy wonald | On lowes ,‘:’, d'“",_ u lacurred (Cotazma+n (Columns2-+6) o
celnsaranct thercon
1. Accident
2. Health
lom=-Cancaliable Accldent
3. NeeGupna *
4. Fidelity . N
5. Surety . .
6. Glass
Burglary and Theft
& Boiler
9. Machinery
10. Auto Prop'y Damage
11. Auto Collision
1o Property Damags and, Colti-
13. (2}
. L]
14. Totals

@) Eater "Credit {hun u} Pege 5, or other lines of business. “Exclude remeves for Fidelity and Sursty Tosses and claims incureed but not

#*Including all losses and claims reported in the curreat year where the loss was incurred prior thereto.
fb Fldelity And Surety reserves oblained from column (4) lines 5 and 6, page 5. NOTE: Sslvage and reinsurance aa used in columas 2 and 3 include (1) received in unh ead (2) recoverable (charged during year of statement) if carried
snd Surety estimated Liability obtained from column (4) lines 5 aad 6, page 5 of last yeas's statement. ?- a ledger aseet; as used in column 4 include (1) received 1o cash and 1o t carried a3 a3 a ledzer asset io previous statements, and (2) recoverable

during year of stabesent) if carried as a ledger aseet.
SCHEDULE O-Part 2

Development of Incurred Losses
Non-Cancellable Accident and Health Insurance

Sum of net amount paid policyholders for losses and reserve for losses outstanding at end of year

RESERVE DATE
Years in Which
Losses Were -
Dec. 31, 1841 Dex. 31, 1842 Dec. 31, 1943 Dec. 31, 1044 Dec. 81, 1845
1941 XXX XXX
1942 X X X XXX
1943 XXX XXX
1944 XXX XXX XXX
1945 XXX XXX XXX XXX







