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DEPARTHENT OF TRAUNANDE )

FO ALL TO UHOM THPSE PREAFNTS SUALL COME, GRFETINGR:

I, Paul J, Hogan, Oomrigsioner of Insurance snd eustodian
of the offielal vecords of said departwment, do hereby sertify that
the gnnexed miles pelatine to instructions for unifors elssaiflications
af expenges of fire and marine snd easusliy and surety insurers and
interprotations therest were duly approved and sdopted by this
department on May 15, 1959,

I further scertify thet seid copy hag been compared by ue
with the original on P1le in this depsritment snd thet the same is a
true eooy thereof, and of the vhole of such opriginal,

I8 TESTTMONY WHEREOR, I have hevew
unte set my hend aw@ affixed the
of ficisl gsal of the Depuriment

pt the Capitel, in the eity of
%&éﬁaaa, this 15th day of Hay,

7 Payl E. AN
ﬁawmiéag ney mf surence



ORDER F TIF DEFANTVRNT OF DHSURAOER
Adopting Rules

Pupguant 4o suthority vestsd in the Comnissioner of Insurence
by sechion 200,03 (2), ¥Wis. Stats., the Commissionsr of Insurance
&@rg&g adopta rules ss follows:

Seetions Ing 6,30 nnd Ina 6,31 of the Wisconsin Administrative
fode are adopted to vread asg in the typsuritbten pages stiashed,

The rules contained hersin shall take effect om August 1,
1@5@, ag provided in seetion 227,026 (1), Hiseonsin Statubes,

Departisent of Inaurence

tated Hay 15, 1959,
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Ing 6,30 Instructions for uniform classifications of expenses of fire
and marine and casualty and surety insurers, For bthe purpose of establishing
uniformity in clagsifications of expenges of fire and marine and ecasualty and
suraty insurerg recorded in statements and reports filed with and statieties
reported to the commissgioner of insurancse, all suech insurers shall observe the
inetructions set forth helow, These instrustions shall not apply to sminzle line
aceldent and health ingurance eompanies, mesessment sccldent and hemlth
asaociations, hospltal and medlieal serviee or indemnity organizations, single line
title insurance companies, or town mubtusl insurance companies,

(1) Parr I, (a) List of operating expense classifications for annual

P ZA i S = \ . o -
ataﬁgaegt ﬁ&rg?saa f@f fire agﬁ m&;inﬁ an@ eagqglﬁy an§ sugfty insggers.

1, Claim Adjuetment Servicess

as Direet
b, Reinsurance Lsaumed
¢, Reingurance Ceded
2, Commission and Brokevages
a, DNirect
B, Relnsurance Apgumed
¢, Reingurance Cedad
d, Continzent-let
e Polliey and Hembership Fees

3, Allowancee to Managers and Agents

4 Advertising

f. Boards, Buresug and Agsoclations

Ge  Surveys and Underwriting Reporis

7. Audit of Assureds' Records

8, Halaries



%
10.
11,
12,
13,

15,
16,
17.
18,

19.

204

21.
(b)
1.

84

Employes galatians and é%ifaxg
Insurance
Directors' Fees
Travel and Teawnl Ttems
Rent ond Rent Thens
Teuipment
Printing and Stationery
Postage, Telephone and Telegraph, Exchange and Bxpress
Lezal and Aunditing
Taxes, TLicenaes and Fees
a, Gtate and Loesl Insurance Taxes
b, Insurance Departaent ldlcenses and Feag
¢, Payroll Taxes
d, A1l Other (excluding Federal and Foreimm Inocome and Real Fstate)
foal Valats Bxponises
Real Tatate Taxes
Hisoellancoug
Ing%ﬁ&gﬁioﬁa r%la%%ag ﬁ? ap@§a§ing expense ciasgifggatiaﬂs.
Glain Adjuatment Services

Diraat

ﬁggludawﬁhe folloving expenseg vhen in eonnection with the investimation

and adjugtment of policy claims:

Independent fdjusters: Fees and expenses of independent adjusters op

gettling agenta,

Legals Teea and exponges of lawyers for legal services in the defense,

trial, or appsal of sults, or for other legal services.

Bondg:  Premium coste of bhonds,



Appeal Costs and Expensess Appeal bond preaiums; charpes for printing
regorde; charges for printing briefs;y court fees ineldentel to appeals.

ieneral Oourd Coste and Feesy Fntry fess and obher court costhe, and other
fees not includable in lossen, Hote: Inbterest and costs agsessed ag pard of
ar‘aubgequ@ni‘ﬁa Judgnent are includable in Lssgeé;

Hedienl Testimony: TFees and expenses of medical witnesses for attendance
ar tegbimony ab trials or hearinge {"Wediesl® insludes phyaleians, surgeons,
shiropractors, chiropudists, dentlsis, osteopaths, vebterinarians, and hogpital
- repregentatives),

Erpert Witnesses: Feos and expenses of expart wiltneasses for atiendance ov
testinony at telals or hearings.

Tay Vitneageg: TFees and expennes of lay witnessez for attendanse or testimony
at triale or hesriags,

Service of Process: COoastables®; sheriffs! and other fess and expenses
for servico of process, including subpoenas,

Transeripbs of Tegbimonyr Stenocgraphers! feeg and fees Tor transerivts of
testinony.

Hedical Bxaninetiong: Feeg for medleal examinations, fees for performing
avtopales, fees For ilopartisl ewaminstion, weraysg, ote,, for the purpose of
trial and determining queations of 1iability, This does not include fess Tor
medleal exnminations, w-rays, ots., made to debtermine neceagary treatment, or
made golely to determine the extent o¥ eontinustion of dleability, or firet aid
charzes, ag such feez and chargzes are includable in Losses,

Hiseallaneouss OCosts of appralesls, expert exeminstions, surveys, plane,
egbinates, photographe, maps, weather reports, detestive reporis, &ﬁditgg eredit
arkeharaat@r reporta, watohnan, OCharses for hospltal rasords and records of
other kindg, notary fees, certified copiez of ceriificates and legal doouments,
Charges for Claim Adjustment Serviees by underwriting syndicates, poolg and

" agsoaiations,



Compensation to emplovees (zee Salaries),
Fxpenses of salaried employees (see Travel and Travel Ttema),

sbln in Allowances to Managers and Agente,

L]
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Paywents to Tate Industerial Comnizsions (see Tawes, Llcenses and Feeg),

Poyments to olaim adjusting organizations exeept whers the expense ig billed
speeifically 4o individusl companies (see Boards, Bureans and Assoclaticas),

Cost of gervices of wmedicel exsuiners fov underwriting purposes (ses Surveys
and Underuriting Reporte).

Selvese and subrogatlion recovery expense, rewards, lost and found advertising,

gxpenses For digposel of selvage, Such expenges sball be deducted froun galvase,

Any expenses which by thepe Instruetions are includable eleavhere.

The Statletical Plans £iled byl@er%&im rating hureaus contain definitions
of "Alloecated Loss Adjusbtnent Wxpengea® which exclude for rabing purposes certaln
types of elaim adjustnent pervices as defined herein, For the lines of husiness
thus affected, companies which are wembers of such ratineg bureaus shall maintain
records nocosgary %é the reporting of Claim Adjustment fervices - Direet, as
defined in Statistical Plang, snd other than as definod in Statlstical Plans.

B Belnsurance Aspumed

feluder COlainm adjustment expenses in bille rendered by ceding sompanies,
v, Reinsursnes Ceded

ineludes Oladinm adjustnent ezpenzes billed fo agsiming insurers.

#e Commiszion and lrokerase

B, Direch

ﬂ@lﬁ@ 2 s it
411 payments, relsbursenents ard allowanees, on direet writings, compubed

ag a percentace of premiums for production, management or other services to
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menagers, supervising genersl sgents, weneral sgents, veglonal and disgiviet
agente, lacal apentes, offles agents, bookers, solieiitors, snd other produsers
and arenta,

Corminsions and beokeraze ho employess when the sclilvities for whish the

gommignions are pald are uot a part of thelr dutles as emplorses,

Compengation to ewplovecs exaepd as nobed above {see Sslarics),

3 owances, relubizsements and payments not computed as a pereonbage of
premives {sce Allowances 4o Managers and Agents),

Expenacs involved in transsctions betueen insurance companies (see Joind
Expenges; Domiszion and Nrokerape-Reinsurance Asmmed and Ceded; Pupennes fop
segount of Anothers snd Tneome from Spacial Zervices),

Contingent ecmmission (see Commisgion and Brokepage-Conbingent),

Pees of investment eoungel (see Lezal and Suditing).

Fxpenses includeble in lserds, Duresmus nnd Asscciationg,

Taxes on premitns (see Texes, lleenses snd Pees),

Comrlsaion recelved fovr special perviass sush as loge adjustment and

ingpection not releted to policies fssued hy the company {ses Tneome from Spesial
Services),

b, felnsurancs bgmumed

Comaiosion and allowsnaes of every noture on relngurance agsumed ineluding
tax and bonrd allowances and reinsurence brokersze, exeept contingent commizeion,
shall be ineluded in Commiseion and Brokerage-Reinsurance Agsumed,

;%ggg%%gﬁif Whore oomplasion and sllowences under reinsurance ngswnsd
take the lorm of accurate oroportions of actusl expenses incurred, as in sone
guota ghare and pooling agreementsg, ontries shall he made to the actunl expenges,

g, Nednsuranes Ceded

Gommission and allowances of every nature on reinsurance ceded ineluding

tax and board allowances and reinsuranse brokerage, except eontingent commiseion,



shall be included in Commission and Brokerage-Reinsurance Ceded,
Exeagtian; Yhere comuisaion and allowances under reinsurance ceded take

the form of acceurste nroportions of metusl expenses incvrred, asg in gonme

quota share and poolinz agreementa, entries shall be made to the sctual expenses,

(Examples Relatine to the Treatment of Commission on Reinsurance Assumed and
Reingurance Cededs

1. Company A cedes businese to Company B under a treaty specifying a
commiggion of 35% and an allowance Por taxes and board feeg of 5%, On the
gtatement Tiled by Company 4, both the 35% sand the 5% shall be entered in
Gommigaion and Hrokerage-Reinsurance Ceded. On the statement filed by
Company #, both the 35% nnd the 5% shall be entered in Commission and
Brokerase-Reingurance hssuned,

2, Company A cedes 10% of all of itp bueiness to Company 13 under an
agreenent, whereby Compshy B pays 107 of all actusl expenses, on such buginess,
incurred by Company 4, Agsume the axpeanges of Company & on the uglnessg

reinpured as followss

Paid on

Weitten
Buginesg

Commigsion and Brokerage-Dirset 5100, 000
Salaries ' 30,000
Rent and Rent Ihlens 7,000
Printing and Stablonery - 7,000
Postage, etc, 5,000
Surveys and Underuvriting Reports 3,000
Total $157,000

(RS —

Hotes: Theme are not intended to show the eomplete list
of axpenses involved bubt are glven only fne
illugtrative prooses.



On the statement £iled by Gompany A the commissisn and allowances by
Company B shall be credited as follovss
Paid on

Weitten
Buginess

Commigaion and Brokerare-Reinsurance Ceded £ 10,000
falavies 3,000
fent and Renb Ttems 700
Peinting and “tationery TG0
Postage, ote, : 500
Surveys and nderwriting Reports 200

Total £ 15,700

On the statement £iled by Cowpany B the somission and allovsncas made
to Company A ghall ba debiled as followa:

Paid on

Written

Buginesgs

Comnission and Brokerage-Reinsurance Assuaed % 10,000
Salaries 3,000
Rent and Rent Ttens 700
Printing and Stabionery 700
Postage, ate, 500
Surveys and Underwriting Reports 800
Total ‘ : § 14,700

*&”’“‘”’“‘“ﬁj

4 Oontingent - Net

Gembinzent or proflt comnizsion resalved,
Gontingent commigsion to employees when the activities {or which the
eontingent commission is »aid are not a part of thelr dulies ss employees.

@, Policy and Henbarship Fees

aoludes,
Policy and nembership fees retained by, or pald to, agenis.
Policy and membership fees to employees when the asctivities for which the

policy and membership feas are pald are not a pert of thelr duties as employees,



3, Kllowances to Vansgers and Azents
Inelude: Hat allowaneas; relnburgenents and payments oy ezﬁens@g of every
e T ,
nature, not computed as g perceentage of premiuwms, to manngers, seents, brokers,
solicitors, and other producers. |

E‘é&ludgfw

Gompenaation to employecs (see Salarias).

Txpenses of aplaricd employees (see Travel and Travel Tiems),

Expenses of managenent vhere one lnswrance company has been appointed
manager for another (ase Joint Pxpenass: Commisaion and frokersre~Reinsurance
Agsuned and Ceded; snd Fxpenses for Aooosunt of Annthar),

Contingent commission {gre Commisaion and Brokeraga-Continrent),

Polioy and nembership fees (sea Commission and Brokerage-Policy and
Membership Fees).

Expensas in connection with ouned resl estate (ace Aeal Batate Fapengaa),

Amounts repraegenting exscet relmburaanentg for Losges;, Taxes, Licenses and
Fees; Boards, Buresus and Associastions, and Advertising, where only the minimum
space required by law ls taken.

Amounts representing exact relmburgensnts foy Claim Adjustment Services,
Surveys and Underwriting Reports and Audit of Assureds! Records when these
serviges are perfornad by others than employees of nenangers, agents, brokers,
golielitors or othar producers,

Le Advertising

Dieludes
P e

Gost of the following: Services of sdvertising agents; public relations
eoungel; spece in newspapers, perlodicals, billboards, programs, and nther

publieations; elrevlars, pamphlets, calendars and litersture lssued {or advertising




or promotional purposes; drawinzs, plates, etchinzs, ete., in conmnection with
advertising; all charges for printing, gap@é, #he., in bille covering advertisingg
radio brosdeasts; prospect and mailing lists; signs, fremes, medals, ote,, for
arentay souvenirs for general distribution; directory listings; house organs and
gimilar publicationg distributed to others than employees; and advertising requived
by law when more than the minimum spece required to comply with the law 1s taken,

Exeludet

TN R P B

Compensation to employess (mee fSnlaries).

Itema includable in Travel and Travel Items, Claim Adjustment Serviees, and
Boards, Bureaus and Associations,

Coat of literature, booklets, placards, signs, ete., issued solely for aceident
and loass prevention (ses Surveys and Underwriting Reports),

Advertising and husiness development expenses sllowed, reinbursed nr paid
to managers, agents, brokers, solicitors, and other produsers (smee Allowances
to Managers and Agents).

Cost of help wanted advertising (see Fmployse Relations and Welfare),

Cost of advertising in connection with owned real estate (see Real ¥atate
Expensea),

Gost of house organs and similar publications for the use of employess (see
Printing and Stationery),

Donatinng to organiged charities (see Miseellaneous),

Cost of souvenirs not generally distributed (see Travel and Travel Items).

5. Hoards, Bureaus and Amsociations

Includer

Buéé, asgegenents, Tees and charges of: underuriters' boards, rating
orzanizations, statistlcal agencies, inaspection and audit tureauvs; undervriters?

advisory and service orwanizations including such opganizations ps Insurance
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Exeoutives Assoaiatlion, and Aasaciationkaf Gasqalty anérgur@ty Companies aaeidentV
and loss prevention orsaniszations; claim organizations; underwriting ayndicates,
pools and agsociations such as Factory Insurance Association, 01l Tnsurance
hssociation, assigned risk plans (except Cemmission and Brokerage, Claim Adjustment
Servicen, and Taxes, Licenses and Feea);/gggéific paymente to boards, buresus and

sgsosiations for rate manuals, revisions, fillers, rating plana and experience data.

Excludas

oeesiv g s

Coat of inapection, engineering or aceldent and loass prevention billed
specifically to individual companies {(see furvaeys and Underwriting Reports),

Loss adjustment expenses billed speeifically to inﬁividual eompanies (see
Claim Adjustment Services),

Allovanses under relnsurance oontracts for hoard and burean expenses (see
Gammiesign and Brokerage - Reinsurance Assumed and Ceded).

Payments to State Indugtrial Commisasiong (see Taxes, Licenses and Pees).

Payments into State Security Funds (see Taxes, Licenses and Fees),

Gommission and Brokersge, Claim Adjustment Services, and Taxes, Licenses and
Feeg of underwriting syndieates, pools, and associations such as Factory Ingurance
Assoclatlon and 011 Insurence Association.

Cost of survey, oredit, moral hazard, character and commereial reports obitained
{or underuriting ﬁurpaa@s (see Surveys and Underwriting Reports),

Cost of commercial reporting services (gee Surveys and Underwriting Reporta),

Dues and subseriptions to smocial or civie clubs or affeirs (see Travel and
Travel Items),

Dues and eubseriptions to accounting, lezal, actuarial or similar societics
and agsncistions (mee Travel and Travel Items),

6, Burveys and Underwriting Reportis

Tnelud

e

~cost of the following:

Survey, c¢redit, moral hazard, character and commercial reports obtained

for underwriting purposes.
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Commercial reparting 98??1@9&»

Appraisals for underwriting purposes,

Fire records,

Ingpection, engineering, and accident and loss prevention billed
speaificslly.

Titerature, booklets, plasards, gisng, ste.; issued golely for
accident and lose prevention,

Maps and correctlons,

Services of nmediecal examiners for underuritiag purposes,

Txgludze

Compensation to employees (mee Salaries).

Pxpenses of salaried employees (ses Travel and Travel Ttems),

Items includsble in Boards, Bureaus and Assoclations; Claim Adjustment
Bervices, and Allowances to Manapgers and Axents.

Coast of character or oredit reports on employeeg oy applicants
for employmant (see Fmployees Relations and Welfare),

Feos for physieial examination of employees or applicante fow
employaent (see Tmployee Relations and Welfare),

Ineome from inspections, which shall be elaseified in accordance
with the instruetion "Income ffam fpecial Services®,

7. Auvdit of Assureda' Records

Znglug

aﬁditing payrolls and other prenium baseas,

RS

Ereludes
coluces
Compensation to employees (ase Salaries).
Expengep of salaried employees (see Travel and Travel Ttems),
Ttemg ineludable in Olaim Adjustment Services.

Ttene includable in Allowances %o Managers and Arents,
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&, S8alaries

Includes -

PR e e s

Salsries, bonug, overtime, contingent compensation, pay while
on laave, diemiseal allowance, pay while training and other compensation
of @mpioyeag. |

Commission end brokerage to smployees Qh@n the ﬁétivitias for
which the commisgion ig paild are a part of their dutics as employvees,

%?ﬁ}fé;j falavies or wages of jJanitors, carvetakers, maintenance
men and agents peid in connection with owned real estate (see Real
ketate Fxpenges),

9, Vmployvee Relationg and Welfare

8, Penagions and Insurance Benefits for Fmployees

Goat of retirement insurance,

Payments or appropriationz to funds iyr@vméaﬁly devoted 4o the paymend
of penaions or other employees' benefits.

Pengliona or other rebiresment allowances,

Ageident, health snd hospitalizetion insurange Tor emplovees,

Oroup 1life insurance for employees,

Workmen's compensation insurance,

Paymenta to or on behalf of employses under self-insurance,

Any other insurance Cor the bhenelit of employees.

Gogt of insurance on lives of ﬁmplcy@as when the company is the
beneficiary (such cost shall not appesr among expenses, but shall be
charged to marplus),

Payments or appropristionsg to pengion funds not irrevocably
devotad to the payment of pengiong or other employees’ benefits

(snch paynents or appropriations shall not appear among expenses).



Items ineludable in Real Eatate Uxponees,
11 other typsg of insuranee premiuus,
b A1l Other

Inelude cost ofs

PESphgee e,

tdvertlising-help wanted,

Trainiﬁg and welfare of employses,

Physicial examinations of employees oy applicante for employment,

Character or credit reports on employees or applicants for employment,

Gatherings, outings and entertainment for employees. .

Tisiting nurse service for or on behnlf of employees,

Medical and hogpital bills for employees (not covered hy 9-aj.

Dirveet payments, other than salaries, to employees for injury
and sickness (not coversd by 9-a).

Supper money,

Donations to or on behelf of employeeés,

Foud and cateﬁing for emploveas,

Salaries, bonus, overtine, eontingent, pay while on leave, dismissal
allowanoes, pay while training and other dompensation of employeee
{gee Amlaries),

Ttems includable in Beal Fetate Vxpenses,

Gost of house organs arnd gimiler publications (ses Advertising,
and Printing and Statlonery).

10, Insurance

Loglude:

Fidelity or surety bonds covering employses and agenbs,

Burglary, and robbery insurance premiumg,

Publie 1liability insurance prewiwse (Fxel, owmed Resl Ratate),

Premfwng for Inpurance on office contents,
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Cost of insupance on automobiles,

ALY other insurance oremivme not gpecifieally provided for
in other pperating accounts,

Zeudet

Ttems inelu&ablé in Fmployes Relationa and Q@lféra;

Ttemg includable in Resl ¥ghtate Expensen,

11, Direotorg! Foas

Directore? feay and other compenasation of directora for
attendance at board or committes meetings,

Other fees, compengation, and expenases paid to directore,

uder Commisglon to dirveetors for the production of

s

B
business (sece Comniseion and Brokerage~Direct).

12, Traval and Teavel Thems

Loshude

Transportation, hatal, meals, postage, telephons, telegraph,
express and iﬁeid@nﬁallliviag expensges of emplovees while traveling.

Expenses for transfer of cmployees, |

Depreciation, repaire snd obther operstling expenses of automobiles.

Rent of avtomobiles,

Feag for gubomoblle lisense plates,

Cost of trensportation, hotel, meals and entertaimment of guests,

Cost of favoras and prasents given or extended to others
than employees.

Cost of souvenirs not renerally distributed,

Dues and subseriptiong to goecial or sivie elubs or affairs,

Dues and subseriptions to accounting, legal, actuarial, or

gimilar soecietles and associations.
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Ttems includable in Salaries, Advertising, Commission and
Brokeraze, Taxes, Llcenseg and Fees, anr&s, Bureaus and Assnciations,
and Eéuipmant; | |

| Cost »f gatherings, outinza, ete,, and entertainment for employees
(see Fmployeze Relations and Welfars),

Travel and travel ltems sxwsassst pald, reimbursed, or allowed
to managers, sgentsy; brokers, s@li&iﬁaré end other producers
(sea Allowences to Managers gnd Agents).

Ttems includable in Heal Estate Fxpenses.

Donations to organized charitles (aee Miscellaneous),

Cogt of souvenirs for general distribution (see Advertising).

13. Rent snd Rent Ttems

Includes

Rent of home office and branch offices,

Rent for spage ocaupied in buildings owned,

Light, heat, power and water charges in leaged premiges,

Tnterast, taxes, obe,, psid in lieu of vent for leased
premiges, |

Cost of alterationg and repairas of leaged promises,

Rent of storage, malekceping and warchouse space,

Hent of safe deposlt boxes,

fent of post offiee boxes,

Tise clock service charges.

tost of eleaning, tauéla, lea, water, élmaﬁrie lanmp replece-
ments and other expenses ineidental to office maintensnoe,

Gompensation to employses (see Salaries).

Rent of furniture, equipment, and off'ice maehiﬁea (see

Faulpment).
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Rent of automobiles (see Travel and Travel Items),

Rent allowed, relmbursed, or paid to managers, azentas, brokers,
solicitors and other producers (see Allowances to Menagers and fzenta).

Ttems includable in Resl Rgtahe Fxpenges,

tent ineome from owned real estate,

14, Pauipment

:mcludeg

Rent and repaire of furniture, egquivment and of fice machines including
printerst equipment, postasze machines and punched card equipment,

Depreeiaﬁion on furniture, equipment and office machines,

Exe;gd@s/

Gompenpation to employees (see Selaries),

Rent, repairs and deprecistion of automobiles (see Travel and
Traevel Items).

Cost of alterations and repairs of leaped premipes {see Rent
and Rent Thema),

Fouipment expensges allowed, reimbureed or pald to menagers,
arenta, hrokers, solicitors and other producers (see Allowances
to HMansrers and Avents),

Ttems includable in leal Tstate Txpensesg,

15, Printing and Stationery

neluds cost of the followings

Printing, stationery and office supplies such ag letterhesnds,
envelopes, paper sbock, printed forms or manuals, aééing machine tape,
ecarbon paper, binders and posta, photostatic eopies, pencils, vens,
leada, ink, 7lue, stamps and stamp pads, staplers, staplaes, clipas and
ping, desk hop cquinment (ecalendars, trays, ote.), waste baskets, analysis
pads, ledgers, journals, minute books, eote,-

Policies and poliey forus,

o

Pinah cavde,




House ormang and aimilar publications for the use of employees,
Hooka, nevepapers snd periadicals Tnsluding Investnent, tex and legal

publications and gervices,

Ixeludes
b
Gompensation to enployeas (ses felaviea),

Speciiic paymente to boards, buresus and asaoaistions for rate
manuals, revislons, £illers, rating plang and euperience data (pee
Roards, Buresus and dssoeiatinns).

Gont of literature, booklets, placards, signe, ote,, lssued.
solely Yor aé@ié@ﬂt and lose prevention (see Surveys and Underwriting
Reports); items includahle in Glain ddjustment Servieesy items
includable in Advervlisings printers' eguipment in company ouned
printing departments (see Pauipment)s printing and siationery allowed,
roinburgsd or paild to managers, swenbs, brokers, solicitors and other
neoducers {see Allowances to Wanagers ond Arents); house oraang and
gimilar publications dlstribubted to others than employesa (see Advertising)
comneralal reporting services (see Surveys and Underwribing Reporha) s
and items ineludable in ﬁ@al Ratate EX§ﬁné@5a

16, Poptape, Telephone and Telaﬂraph, Exchange and Exproge

Fxproas, f?éighﬁ and cartaze,

Postars,

Cogt of telephone and telegraws; enbles, radiogrems and

bel abype.

Pank gharges For collection snd exchange,

traveling (see Travel and Travel Items),
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Poatave, telephone and telegraph, exchanpe, and express
gllowed, relmbursed or paié o maﬁa?e?ag BECHUE R hrakara,
snlicitors and other producers (sse Allowsnces tn Manepers and
hrents),

Profits or losses resnlbing from exchange on remittances
to Uome Office by a United States Branch, Such profits or losses
ghall not be lneluded in expenses. |

Thems ineludable in Resl Fetate Wepanses,

Aeot of post offlce boxes (see Rent and Hent Thema),

17, Lezal and Auditing

Includes

v

Legal retainers, fees and other leavel oxpensss (exeept on
logses and salvape).

Audibing fees of independent auditors for examining records
of home and branch of ficen,

Gogt of gervigeg of tax experts,

Faag of invesbment counsel,

Heplagtrar fses,

Gustodian feeg,

Trugteea! foes.

Trangfoyr agent fees,

Feas and expensges of othera than employess, for colleeting balances,

Hotary fees,

Compengation to employees (mee Salaries).
Expenses of salarled employees (see Traval and Travel ITtema),

Itema includable in Cleim Adjusiment Serviees.
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Ttemg insludable in Hesl Sstate Vxpenses,

Oogh of auditing of aseursds’ records (S%@‘Audi% of Assureds!
meds} .
18, Texes, Ticenass and TPees

B, Btate and Local Insursnce Taxes

Ineludee

i N

State, county and munleipal taxes, liocenses and feeg baaed
upon premiumg,

Fire Patrol assessments,

Paymente to State Tndustrial (or other) Commissions for
administration of Uorkmen's Compangabion or other State Bensfit Acte
{including assessnents for administering Pinancial Responsibility laws)
vegardleas of basle of assesment.

et payments %m State Security Funds, Reopensad Gage Funde,
Seeond Injury Funds and other Jtete Punde, when congbrued by the
canpany as opersting expenues, remrdless of basis of assesgment,

Exeludes Allowances for taxos under reinsurance contracts

e o
{see Oomnisgion snd Brokerave - Reinsurance Asmmed and Gedad),

be Insurance Hepartment Licenses and Fees

Iocluder

Azenta? Li@@ﬂéegu

Certificates of au@hariﬁy; complianee, deposit, sie,

Filing feas,

Foeg and éx@ang@s of emaminatien by insuranee depariments ovr
athar govermmental agzencies,

Breludse  Ttens incindable in Claim 4djustment Services,

PN

. Payroll Toxes

Inaludes

71d aze benefit taxea,

inemploynent insurance taxes,
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Exeludes Payroll taxes includable in Real Tatate Taxes.

d, All other (exeluding Federal and Foreisn Ingome and Real fatate)

Statement publication feee,

Advertising required by law.

Peraonal property taxes.

State income tuxes,

Gapitel stoek baxes,

Business or corporation licenses or fees (not includable under
a, or b, of this subparagraph),

Marine profits taxes,

Documentary stamps on reinsurance,

Any other taxes nnt asslgnable under a., b., and g, of this
gubparagraph and not otherwise exeluded,

Exeludes, .

Cost of advertlsing required by law where nore than minimum
space required to comply with the law is taken., Such expense shall
be ineluded in Advertising.

Real estate taxes, llcenses and fees (sce Heal “state Taxes).

Ttems includable in Claim Adjustment Services, |

Fass for automobile license plates (see Travel and Travel Ttems).

Faodaral and foreizn income tax.-

8ales taxes, eto,, included on involees of vendors. Such taxes
ara to follow allosation of cost of items purchased.

19, BReal Eatate Txpenses

Ancludes

Salaries, wages and other compensation of Janitors, caretakers,

maintaenance men and agents paid in connsetion with ouned resl estate,
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Gogt of aperating and malntaining owned real wshtpte,

Oowt a7 insurance in aonnsetlon with owned veal antate,

flogt of adverbising in connsebion with owned veal estale,

e Resl Bsisnte Tazes

Ingluder Taxes, licenses and Cees on owned resl estatbe,
P P P

21, Hiszeellaneous

Ineluder Txpenses nobt Listod ag includable in other operating

P e

expense olasaificetions, and wob analogous thereta, Specilieslly,
the Tollowing shall bs ineludads

Gost of tsbulating service vhen guch gerviees ig reudorad by
subglde orounisations,

amounbs rogelvad and handiad in secordance with the instruetion
tineone (rom Special Services?,

2

Y r e § 1 SR A
Donabiong to ormnissd chariblew,

Bilffarences Debysan setusl smounte peld, zod amounts apportlionsd
in accordancs with bhe Insbruetion Wlolnt Fxpenseah,
2. Tlemeral Toe ﬂwutia w in Connesotlon ¥ith Operalbing

Fupenase Clagaifleabiongs

8. Joint Tupenses

Whenover pergonnsl or facilitles are vaed in common by two
oy moras conpanles, or whenaver the personnel or faeilitles of one
company are uged in the activities of two or more eomoaniea, the
expengas involved ghall be apportionsd in sccordance with the
remilations relating to Joint Fxpenses, and such apportioned
expenses shall be allocated Ly eash eowmpany Lo the same operating

l

axpanse clagsificationz as i the expenses had been borne wholly,
Any difYerence betwesn the actusl amount paid, and the smount of
such apportionsd expenges gshsll be ingluded in the osperating

exponse eloasification "HMigeellaneous®,
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This instruetion doeg not apply to the X
alloeation of the followinz, which sre eovered by separate Instruetlons
hereins

Reinsurance comiission and allowances (see Commission and
Brokerase-Reingurance dssused and Ceded),

Gommismgion and brokerare mmid to managers and sgents (ges
Comnission and Brokeraie-Nirach).

allowances to managers and avents (gee Allowsnces to
Menarers msnd Agents).

Pgpengss alloanble 1o ascordsnos with the ingbruction
#Inaosme Trov Opocial dervicest,

he Uxpensges Cor jecount of anothepr

Yhanovar expensged are paid by one company Dot nocount of
anybher, the payments elwll ooh appesr anong bhe expenmes reporbed
hy tha Do, and shall ba inaluded Wy The labber in the gane
expenage alagaillcations as 1T originally pald by it.

a, Income from 3pecial Jervioesg

Whenever an inpuianss comogny reealves coaponsatlon Jor galeg
or gervices, such ag loas adjustmeat or inapeetion tobt related to
policies written by the company, and such enmpengation is not oaloulated
a8 8 joint expense relmbursemenat, the amount thersof shall bhe Included
in the operating expense elassification "Miscellanesua®, Where an
ingurance company pays the compensabion, allocation shall be mede to
the ezpense elagaiflcation dictated by the naturs of the GXPENTG,

This ingtruetion iz of Llimited apolicability and does not
apply to the alloeatinn of the following, which are coverud by
separate instructions hereing |

Relnmironce commission and allowances (see Commisgion and
Brokerage-Reinsurance Asgumed and Ceded),

Expenses incurred for the benefit of companies in the game

group or fleet, Huch expengos are coversad by the ingtruction



¥Inink Txpenses®,

A, Analogone Thems

The lista of expstasg ineludable in the overeting expense
classificationg ars representative and d@ nnt exelude analogous

ftems which sre omitted from the 1ista,
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——— ( INDEX

Tes Subsaetion (1) of Wis, Adm, Code seetion Ins 6,30

The references are to subparagraphs in pavagraph (b) of subsestion (1),

Accident and losa prevention billed specifically - 6
Aceident and losas prevenbtion literature -~ 6

é&aideaﬁ and loss prevention organizations - 5
Accident insurance for employesg -~ Geg

Aceounting societies, dues and subseriptions to « 12
Aetuarisl gocieties, dues and subseriptions to - 12
Adding nmaschine tape - 15

sdjusters « leg

sdjustnent servises - 1

Advertising, operating expense clageification - 4

| Advertielng, help wanbed - Gob

sdvertiging in conmection with owned resl egtate - 19

Advertising required by law when only the minimum gpace
required by law la teken - 18-d

Advertising required by law when more than the mindmum
goace requirved by law g taken - 4 ‘

Advisory organizations = §

Agenta! allowences, reimburaements and peyments sompubed
ag peraentage of premiumg = 2-a

&geﬁ%s* allowances, reimburgenents and payments nol compubed
ag percentage of premiung - 3

Agente? licenses - 18-b
Allooanted loss adjngtunent expenges - l-g

Allovances to nenagers and agenbts, operating expense
clagaifiestion -~ 3

Alterations and repairg of leasged preniges - 13
frialogous itens = 22-d4

fnalysis pads - 18
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Appeal eosts relsting to elaln adjustuent - l-a
A?praiaalg relobing to claim adjustnent - l-g

Appralsals for underwritineg purposes - 6

Assessments for fire patrol « 18a

Asmegsments of héarﬁgg bureaus and agsociations = §
Asgoelstions, underuriting - 5

Attorneys? fees relating to claim adjustment - l-a

Attorneys' feeg - 17

Audit buresusg - § »

Audit of assurcds? records, operating sypense classification - 7
Auditing relating to alaim adjustment - l-a

Auditing fees of independent auditors for audiding payrells
and other prepium bages « 7

Auditing Dees of independent auditors for examining records
of houme and branch of fices - 17

Avtonobiles, depreciation, rent, repairs nnd expenses of - 123
insupanee of « 10

Aubomobile license plates - 12

Bank charges for eolleeﬁion and exchange - 16
Billboards = 4

Binders arnd p@sts‘« 15

Board allowances, reinsuvance - 2-b, 2-0

Boards, bureaus and associations, operating expense
claggification - §

Bonde covering employees - 10

Bonds, premium cost, relating te elaim adjustuent - l-a
Bonus to enployees - &

Boaklets for accident and logs prevention - 6

Books, newspapers end periedicaels including investment,
tax and lezal publications and services - 15
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Branch office ront - 13

Broadoagbs - 4

Brokerage to employees when the activities Tor which the
gommissions ave peid are nobt a part of thelr dubles an
caployees = 2-g

Brokerage to employeses when the activities for which the
eommisaions are pald are a part of their duties as
enployess ~ 8

Brokerave, direct - 2-a

Brokerase, relngurance agmmed -« Z-b

Brokerage, reinsurance deded - 2~

Brokers' allowsnces, relmbursements and payments computed as
a percentage of prealuma - 2-g

Brokers' allovencea, reimbursesents and payments not eomputed
ag a poreentage of premiumg - 3

Bureaug - &
Burglary end robhery insurance premiums - 10

Business licenses - 18-a, 18-b, and 1f-d

Gablea - 16

Calendars For advertising purposes - 4
Capital stoek taxeg - 18-4

Carbon paper - 15

Cartage, express and freight - 16
Gatering for emplovees - 9-b
Certificateg of compliance « 1l&«b

Chargea for slaim adjustment services of underwriting pools,
gyndicates and agsociationg - 1l-a

Character or credit reports relating to claim adjustment - len
Character reporta for underwriting purpoges - 6

Character reports on employees « 9-b

Charities, contributlons to - 21

Cireularg, advertising in - 4
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Civie c¢lubg, dues and subseriptions to - 12

Glaim adjustment services, operating expense classification = 1
Claim adjustment serviees, separation of - l-a

Glaim ovganizations - §

Cleaning costs - 13

Collection charzes of banks - 16

Collection fees and expanses of others than employees
for collecting balances - 17

Commereial reports - &
Commercial reportinz services - 6
Commission and brokerare, operating expense elassification - 2
Commigsion and brokerasze, direct - 2-g
Commisaion and brokerage, roinsursnce agsuned - 2-b
Commission and brokerage, reinsursnce ceded = 2=-¢
Commission and brokerage, tax and board allovanses = 2=b, 2-6
Commisgion and brokerage, reinsurance brokeraze = 2«b, 2=¢
¢ Commisaion and érak@raqe? enntinzent or profit — 2=4
Commission and brokerage, poliey and membership fees = 2-e
Commission to employees when the aetivities for which

the commissions are paid are a part of theiy

duties mg employees - 8 1
Comaission under quota share and pool agreements - Z«b, 2-g
Compengation insurance - 9-a

Compenegation to janitors, caretakers, ete., paid in
copnaction with owned real estate - 19

Compensation to employees - 8

Gonbingent commisaion = 2-d
Gontributions to employses - 9<b
Gontributiong to organized charities ~ 21

Copies of aertificates and documents relating to
elaim adjustment - l-a



Gorporation licenges = 1f8.a, 18-h, and 18-4

Cownt coshta relating to claim adjustment = l-g

Gounty and municipal ﬁgﬁe.g Licenses and feeg - 18.p

Oredit or character reports relating to elaim adjustment - l-a
Oweodlt or charasher veports for underwriting porpoges - 6

Oredit or character veports on enplovess or applicants
for employment - 9<b

Dugtodian Peeg -~ 17

Depreaiztion of automebiles ~ 12

Beprecletion of Dunilture, equipment and offiee machines - 14
Dagk tap equipment -~ 15

Betestive reports relabing 4o alain adfugbuent « l-s
Dirset, elaim adjustment serviceg - l.a

Uiraet, commission and brokerage - 2-4

Directorst faes, operating expense elassification - 11
Dirsehory lisbinge - 4

Nismizgsal allovwances to employees - 8

Digtriet apenty, oaymonts to -~ 2-g and 3

Documentary stamps on reingurance = 1fed

Desumentes relating 4o olain adjustnent - le-a
Donstiong to employess - O=h

Damstions to ormnized sharibties - 21

Drawings in connection with advertising - 4

Dues and subseriptions to accounting, lezal, sctvarial ov
gimilay gooistles - 12

Tues Yo snolal olubg op affelvs -« 12

Tes Ho beards, bureaus and sesccistions - 8
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Electrie lamp replacements - 13
Employeen, commission and brokerage to - 2 and 8
Fmployess! exponacs while traveling - 12

Fmployee relations and welfars, aparaﬁinv @xp@mﬁ@
alassification - §

Faginsarine Billed 3pacifiea11§‘wl6
Enbertaiasent Tor saployses - 9=b
Batertaimment of pnestyg « 12
Entey fees relatiny to elaim adjustment « l-g
Brnvelopeg ~ 16
Foauipment, operating expense clagsification - 14

of
Fyuipment, vent, vepairs snd depreciation/- 14y

ingoranse of - 10

Fiehingg in comnectlon with adverbising ~ 4
Parmlnationg, medical, relating to claim adjuegtment ~ l-a
Pxcehanze - 16
Fepenzes for acscoundt of ansther - 22-b
Frperlones dots ~ 8
Fapart withnesees rolating to olalm sdjustnont - T-g

Fxpross, freisht and sartage -~ 16

Pmprags, freight and sartaze of esployess while
traveling - 12

Favors and presente given to others than employees - 12

Feoes and cxoesnges of otherg than employean for
eollecting twlanseg - 17

Faeg for sutomoblle license plates - 12

Fees for insurance department examinations - 18<b
Feos, medlieal, relating to elaim adjustment « Lles
Feas, wnotary, rdelating to clain adjustmsnt = l-a

Feeg, notary -~ 17
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Fese of boards, bureaus and apsociations - 5

Feag on ounsd resl agtote - 20

Fess paid to direstors - 11

Faes, taxes and licenges - 18

Fidelity bonde sovering employeeg - 10

Filing feenm ~ 18-b

Pire patrol a@%@ésmenta = 1&g

Fire recordg - 6

Food for employees - S<b

Frames [ov agents - 4

Froeight, express and eartage - 16 .
)

Purnituore, depreeiation, vent and repairs/- 1lhg
insurance of - 10

Oatherineg Lfor eployess - Z=b

General agents, paynents 1o = 2-a and 3
Gifte to enployees = Swb

Glue « 15

sroup Life ingurance fa? SHOLOTEaB = =g

Guesbs, cost of transportation, hotel,
neals and entertainment - 12

Heat, lipght, power and water charges in
Lessed premiges -~ 13

Health fnsurance for employess - G-z

Help wanted advertising - G-b

Home nffice rent « 13

Hogpital bille of enployess - S=b

Hosgpital wvesords relating to elaim adjustnent = lea

Hegpitalisation insurance for employees - G-g



otel oxponges Tor quests - 12
Hobal expenses for employess while traveling - 12
House organg digtributbed to otherg than suployees - 4

Hougse orsang for uge of employees - 15

Ies - 13

Incone from gpecial servicss - 21 and 280

Innome tawss, state - 18-d

Tndependent adingtery « leg

Indugterlisl comsissions ~ 18-

Injury payments ho employess - @

Iok « 15

Tnapection billsd spesifically -~ 6

Inapeotion bursaug - §

Insuraence, acclident « Yz

Insurenes, sntomsbile - 10

Insurance, Wrglavy and robbery - 10

Tnsursnce depsriment exmminations -~ 18-b
Insurence depariment llgenses and fess - 18-.b
Insurance, health <« 9-g

Insurance, in comnection with owmed real sstate - 19
Thgursnes, on office contents - 10

Tngurance, operating cxpenege slugsilicsbion « 10
Tnguvrence, publie liability - 10

Insurance, retivensnt « e

Insurances, worlnen's conpensation -« J-a

Interest, taxen, ete,, pald in lieu of yreunt for
lensed premises -~ 13

Tnyeatnent covnael fees » 1Y

2

3

fa



Jolnt expenses - 21 and 22-3

lauyers! expenges relating bo clain adlustuent - l-a
Tewrers! fees and expenses - 17

Leanged premises, cost of alterations and repeirg - 13

smiges, interest, bawes, ete., palid in
T rent -~ 13

Lenaged premises, Light, heet, power aad
wnter charges - 13

Leave pay for eoaployess - 8

Tedoery - 15

Lezal ond auditing, oporating expense clapgifilcabion - 17
Lezal swpensaes welating to clain adjusgtment - lea
Legel oxpenses - 17

Legal sosietics, duss and subperdptions to - 12
Letterheads - 18

Ligenges on owned peal eglabe - 20

Liégn@%g, taxoes and Posg - 18

Tieense plates, aubonobile - 12

Dife insuranse for employess = J-a

Licght, heat, power and water charges in
leased premiges - 13

Liteeature (o aceldent and loss provention - 6
Iiterature Tor advertising purpoges - 4

Ioeal agenta, pavments to ~ 2eg and 3

Tocal insuvrance fazeg - Lf-g

Loge adjuatment, supenses - 1

Loss preventlion billed spesifically -~ &

Loss prevention Likevature -~ 6

Tas8 prevenblon organigations - §

]
j



Moahines, depresiation, rent and repaire of <~ 14

insprance of - 10
Mailing lists - 4
Haintaining owned real ésﬁéﬁe - 1§’
Eamag@?s, paynenbg 10 -~ Z-g and 3
Maps ralating to claln adjustnent = l-a
Mans and aorregtiong - 6 |
Mapring profits taxes - 18«4
Henls Poap employeas while traveling - 12
Henls for guests - 12
Hodals For agonts w(£

Madieal bille of aployees - O-b

Hedieal exsminations relatinz to claim adfustment - l-a
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Medinal ewaminovs, serviees of, for underuriting purpoges - 6

Hadloal tegbimony relating to claim adjustment « J-g

Hemherahip and polioy fess - Zes

Minnte bookyg -~ 15

Mizcellanams, operating expense elassification « 21

HMoral hagsard repovrhs — &

Munieipal and county faxes, lisenses snd fees -

Hewspapers, advertising in - 4

Hewspapers, bosks, periodiesls, eobe,, including
taz and lesal publications and sorvices - 15

Hotary feeg - 19

Hotary Teecs relabing to elsin adjusinent - l-a

Wuree gervics to enployens - 9-b

1B-n

investnent,



O7fice agenbe, payoents ho = 2= and 3

OfTise machi e, dapreaintion, vent and renairs of - 14y
insuranes of - 10

OfTice malntenanee expenge - 13

Office gupplies - 15

01d age benelit taxes - 18-a

Operating expenges of owned real estate - 19
Overting « &

Outings for emoloyees - O=b

Pamphlets, advertising in - 4

Paper in bills covering advertising - 4
Paper agtock - 15

Payeoll avdit - 7

Payroll tares - 18-

Paneile snd peng - 158

Pensiong = Qg

Peripdicale, advertiging in - 4

Perisdicsle, newspapers, booke, obe., ineluding investuent,
taw and legal publications and services - 15

Parsonal property taxes - 18.d

Photagraphs relating to olaim adjustnent - lea
Photogtatic copleg - 15

Physical exaninstions of employees - O=b

Ping - 15

Pinsards for accldent and lose prevention - 6
Plates in coonection with advertising - 4
Policies and poliey formg - 15

Polioy and membership fees - 2-e

Poliey claims, investization and adjustment - leg
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Pools end a%@aci&%iﬁﬂg - 5

Past and goota gshare sgresnents - 2=b and Bec

Pogt office boxes, vent of = 1%

Pagtaze mochines - 14

Posbare smenasg inorred by enployeses while tveveling -~ 12

Paatase, telephons, telerraph, exeohanze and
axpress, operating expense claseification - 16

Pogrer, 1isht, hest and water charges in leased premises - 13
Preaium sost of bonds relating to clain adjustuent « Jeg
Premium taxes, licenses and fees - Loy

Premivma for inpuvsnce on oifles conteants -~ 10

Progents and Tavors given to others than employees - 12

Printed formmg - 15

Prinbers? equipment, rany, repairs and deprecistion of - 143
insursnee of - 10

Printing snd gtationery, operating expense clagaificstion - 15
Prinbing and stationery relsting to elaim adjustment - l-g
Printing in bills covering sdvertising - 4

Process, gevvice of, relabting te clain adjvatnent « 1-a
Prodoeers, paymantg 0 - 2-8 and 3

Profit oomalagion = 2=d |

Prograns, sdvertising in - 4

Progpect ligts - A

Public 1iability insuwrance preaimma - 10

k)
Publiec relations coungel = 4
Punlieation fees ~ 18.4

Poblications, advertleing in - 4

z
Publications soch asg house orgens, Tor vae of employses - 15
Punch eards - 15

Puneched gard equipment - 14

Punched card services - 21



Qualifying bond premiumg -~ 18-d

fwota share and pool agreements - 2-b and 2-g

Radio broadeaste - 4

Radiograng - 16

Rate manualg - 5

Rating orzanizstions ~v5

Rating plang - 5

Real estate axpenses, operating expense classification -~ 19
RealA%atata taxes, operating expense clagsification = 20
Regionzl agents, payments to < 2-a and 3

Hegistrar fees - 17

Relnsurance assumed, claim adjustment services - l-b
Reinsurance assumed, commiseion and brokerave - 2-b
Relnsurance ceded, c¢lain adjustment gervicesg ~ lwg
Reinsurance ceded, commiggion and brokerage - 2-¢

Rent and rent items, operating expenpe eclasgification - 13
Rent of furniture, equipment and office machines - 14
Rent of automoblles - 12

Reopenad gage funda - 18-g

Repairs and alterations in leased premises -~ 13

Repairs of automoblles - 12

Repairs of furniture, equipment and office machines -~ 14
Retirement allowances - G-a

Retirenent insurance « G-g
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Safe deposit boxes, rent of ~ 13

Safekeaping, stovage and warehouse gpace, rent of - 13
Salaries, operating expenss elagsifiention - &
Salsriea paid in connectlion with owned resl estate - 19
Sesond injury funds = 1% ‘
Security funds -« 18-g

Service orsanisations < 5

Services, tabulating, rendered by outside orsanizations - 21
Sicknoegs pawments to employeed = 9

Signg for acaident snd loss prevention - 6

8igng for agents - 4

Solieitors, payments t0 ~ 2-a and 3

Souvenirs for general distribution - 4

fSouvenirsg not generally distributed - 12

Sealel clubg, dues and subseriptions to - 12

Space oceupied in buildingg owned - 13

Stanp pads « 15

Staples end steplersg - 158

State income taxes -~ 18«d

State industrial commissions ~ 18-a

State insurance taxes « 19=a

State licenses and fees ~ 18«b

Stete premium taxes, licenses and fees - 18-a

Gtate gecurity funds - 18-a

Btatement publication fees - 18-d

Stationery - 15

Statisbical services - 21

Statisgtionl agencles - §
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Stenographera! fees relating to slaim adjusinent - lea
Stoek taxes - 18«4

3toraze, galekesping and warchouse apece, rent of - 13
Subpoenag relating to clain adjustment - l-a

Subgeriptions to sesounting, lesal, aetuarial
and similar gocisties - 12 '

Subgeriptions to soeinl or civie alubg or affairs ~ 12

Sepper money - 9=b

Surety bonds saovering employees - 10

Survey reports relating to claln adjugtment « l-a

Surveys and underwriting r@pofts, opsrating expense alassification - 6

Syndicates, underuriting - 5

Tabulating services - 21
Tax allowsnces, reinsurance - 2-b and 2-a
Tax expert serviceg - 17

Taxes, Interest, ete., paid in lieu of rent for
lenged premises - 13

Taxes, licenses end fees, operating expense eclaseification - 18
Texes, real esbate - 20
Telephone and telezraph - 16

Telephons and telegraph expenses of employees
while traveling -~ 12

Teletype - 16

Time closk service charges - 13
Towels - 13

Training of employees - J-b
Training pay of employees - 8

Teanacripts of testinony relating to clainm adjusiment < l-a
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Tranafer azenta! fees - 17
Tranafer of employees - 12
Tronsfer taxes - 1%.4
Tranaportation of suests - 12
Tran%p@r%aﬁi@m%f employees - 12

Travel and Travel Iﬁ@ma, operating
esxpenge clasasification - 12

Travelinz expenses nf employees - 12

Trusbesg? fees - 17

nderwritera? hoards « &
Underuriting reports - 6
Underweiting syndieates « 5

Inemploynent Ingurance taxes - 18-e
Yisiting nures gervice - O=b

lages paid in commeotion with ouned real estate - 19
Warchouge, storage and safeleeping spase, rent éf - 13
Wagte baskets ~ 15

Water, lizht, heat and pover in leasged premipes - 13
Wetehman expenges rolating 4o clainm adjustment = leg
Waather reoports relating to elaizm adjustment - l-a

Yolfare of employess - O=b

Witnesges relating to claim adjustment - leg

Horlkmen's compengation insurance - G-g

)



(2) Parv I, (a)

Jjoint expenses to companies,

1e doint Expenses

24,

Ingtructions relating to the allocation of

he e

R

a, Joint Vxpenses, as desoribed in Tng 6,30 (1) (b) 20-8, shall

he allocstad to companies ny follows:

3 Lo
3o

Hopeds, Buresus and fsgnciationg
Surveys and Tederwriting Heporie
Audid of Assureds’ lecords

Zularics

fmployes Delations & Welfare
Insurancs

Treavel and Travel [hems

Reanh & Rent Thams

Eguipment

Peiating and Stationery

Postage, Telephons and Telegraph,
Frahange and Fxorass

Tngal and Avdibing
Payroll Taxes

%ise@llangaug

b, DNefinitions

Premivmeg

fpacial Ftudias

Speaial Studies

Special Studies

Sos Hpecisl Instruetions
Relating to the 81losation
af Saiaries snd Obher Txpenses
(Ins 6,30 (;3))

Overhesd on Jfalaries

Dverhead on Palaries

Special Aludies

Overhesd on Salarvios

rverhead on Nelaries

Overhand on Salsries

Overhesad on Sslaries
Snselal Studies
rerhesd on Selaries

Opaaial “todies

The Herm Premivms vsed as o hasls of slloestion means the

premivms,

allocatlon of expenseg shall follow the persentages of appliecable
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W

The ters Special Studiass need as g bagle of alloesation means
that exponses ghall be analysed and bages of alloeation applied
as dicteted by that anslysis,

The tars Overhead on Sglaries veed as 5 basls of nlloeation

mosng thet bhe alloeation of expenses shall follow the pereentages

&, ther Jsses Pernitted ov Pregeribed

4 £

For those operating expense cleesificabiong pernitting the
hasls, Overhead on Salavies or Premiums, any other basis of alloestion

may be adopbed which ylelds more accursts resulbe, The bezes Overhead

\:

C‘?

on Salaries nnd Premiuvms ghall not be uged iF clsariy insopprovristes
e  Uther Instructicos Applisable
Tn mmking any allecatisnsg of Joiol Txpensen, companies shall

ng Alloeatinn Bases (aec

ohgerve Lhe Genersl Ins
Ing 6,20 (5) (&) 2.7
@ AevUras Renquired
The mathods followsd in alloeating Jolnh Fxpenses shall be

£

t and supporbtad ag seh Corth ueder Detail of

Geacribed,

&1location Bases (See Tna 6,530 (8) (a) 3-e).
afffests of tha appllestlon, to sach operating oxpesnse
elaggification, of 211 bases of sllocetlon shall be shoun on racords
kapt in elear and 1@gih1@ {orm.  Hoech vecords ghall be resdily
available Tor exeninntlon,

o Inbterim Alloestions of Joinb Fxpenses

It is permissible to apportion sxpenges bobwsen companies during

the year on the haasle of methods and praseduras obhsr than thone

proserlibed heoreln, provided alloestiong of correated amounts, ossloulated

in aogordance with these inatroetions, are mads in time for entey in the

Anmual Btateunent,
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(3) PART XTI, (a) Instrustiovs relating to the ecompositien of,

= e

and allosation te; expense groudg,

1. List o% Expense Jroups

Bxpenges reported in the operating expense ¢lassiiications sghall
bae allocated to the follouing expense groups:

Tovestnent Pxpenses,

Loss A4 justment Expensges,

dequisibion, Field Supervision and Collection Expenses,

Taxes,

General Expenseg,

2. Composition of the Fxpense Groups

The eonposition of esch expensme group zhall be ag Followss

g, Ilavaesgtment Pxpengpes

Tnveatnent Fzpennes zhall comprilse all evnanses inourred
wholly or partially in ecovmesting with the investing of fanﬁﬁ‘and
tha obtsiningy of iavestment ineoms, ineludliaz related expenges
incurred 1 the following activitiog: imitiahiég ny handling
ordere and yecomiendationg: doiny vesesrah; pricings aprraipging
and valulrig; paying end recelving: enterineg and keeping general
and detall racorvds; sale Ysepings collecting, recording, calenlating
and acerulng iluvestaent ineome; maneral olerical, geeretarial,
office maintenance, @up@?vis@ry prnd exeontlive dutieg; handling
persomal, supplles, mail, ete.; snd all obher setivitios reasonably
adttributable to the investing of fundsg snd the obiaining of invest-
nent iunsona,

b, Losa Adjustment Expeuses

Loss &djustnent Bxpenses shell comprise all expansasg incurred
wholly or partially in conneebion with the adjustment and recording

of policy claims, including the totals of the operating expense
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clapaificstion, Clalm Adjustment fervices; the btypes of exponses
ineludead in ! 1&%@,adﬁugtmxnﬁ Sarvices, vhen the netivitiss resuliing

8

arPyrmed h; smployass: nod ingluding

in sueh types of expanged ¢
relatad expenses insurred in the folloving sebivitica: astiusting
anctnhs of elaing: paying and reocelvingg entoving and keasping cevsral
end deteil rooorde; goneral clerieal, seoretarial, eoffice mainbensnce,
pupervisory and execublve dutiegs handling pergonnel, supplies, mail,
ehee 3 and all other activitiee remsonably atiributable o %hé ndjnetsent
and recording of policy claims in econnection with glaimg reporhed,

paid, snd ontetaading, =and reinsurence thereon,

¢, Acguimition, Fleld fupervision and Oolleetlon Fxponge

T1eld Hvﬁa“V§PiQP andl Nellection T

e

R o o e

eﬁmﬁ'i%g %él expenass fnevpered vholly ov partislly in the faliowing
activities:

Soliaibine and nyocupins hwmﬁﬂ an mnd developing the seles
field,

Uriting prlicy sowtracts, snd 6hm®kinq and directly svpervising
the work af polisy uriters,

fleceiving and paying of premiumms and commiseionsy entsring
ivnto or sebtting up rroords of premimee and oompleaions veselvable
and payable for collection purposss; bolanoing and m&%ﬂﬁ:%qin .
rogordgy corrvasponding with snd vislbing insurcds and producers Fop
the purpone of esllecting premiums or sdjushing differonses;
ehoeking current sceounta from groducers; suditing of resords
of delin ﬁeai agonbay aod gervicos of collestlion avonsion, Do
not in@lu&@ setivities in eonneetinn with pecounts recelvabls from
and paysble to branch or other offlces within the eompany,

Gompiling and distribodting cwpiration liste, notices of preniuns

|

L]

due, listg of premivmg or premium balances weagelvable and pavable,
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gontinzent and other commission etatements, produstion gbtetements for
acavlsition and {field supervision purposes, nnd gimila? &aiaé
Hointalsing good will of insureds and 0@m3wégﬁs* achbivitiag of
field memy contact work relabing ﬁa sequisition, field sup@rvision
and eollectiony making eontracty ﬁnﬁ agrasnents with producerss and
activitiez in comnecblon with sgoney appointuentg and ceplocenenta,
Po not ineludsr  fagpections of rinks vhen carrisad on by pergonnel
employad by the Insurance comnany, engagsd Tull tine in phyaieal
ingpention of pigke and activitios direetly related tharato; sodits

Por bhe purpose of preniun detersination: and sebivitiecs in awnestion

i

with the adjugha of palicy claims,
Henderine gorvice bo aveubs and other srodugesrs, mich an veoviding
ol'f'ies gpave, perasonnel, LGolephons, ate., snd obbsiniug a@anﬁs‘ liaenges,
o ot Diglude Pees nald Pov azentg! Licennes,

Advertiging and publicidy of every nabture related to sequieibion,
£ia1d goporvigion and colleotion, In z2ddition o apoliceble galerdes,
eﬁé., inalude the enbive amonnt shown in the apareting avpense clagsl-
fieation, Advertising,

Misgelianasug activities of azents, beokera snd peoducers

other than employesg, wvhen performed by them: 1a%p,whinns aurtiing
premivas; slpnlng policless ewanining and mailing policies, apvlileations
sud daily ceports; compiling figures for ewrrent ncoounbs; corvespondence
and sundey bookkesping and elerissl work,

Other activities reagonably attributable 4o bthosa oparations
Liatad above,such ag:  keeping genernl snd detall recordg; paying and
regaivingy meneral elerisal, mecretarisl, office mointenance, supervieory

>

and exsoutive worky and bhandling personnel, supplies, mall, eto,



n ¥Yhen the vwhole or a part of any

Gomnigsio
amount in the operating expensn classgifications Commission and
Brokerage-Direct, nnd Allowsnees to Managers snd Acents ig paid

apecifically for servicea other than thoge get forth undew Aﬁaui sition,

PR Mw)“«w .-»»-A..M,;,»

xpenseg, and when such aervices are

not dupliested or othervise compenssted by the eompany, the amount,

therenf shall bs alloeated to expense groups other then Acoulsition,

Field supsrvigion and Uollegtion, nnd such alleeationg shall be
Jugtifisd by detailed staternents and date ealevlsted and prepared

®

in noaoy we with the methods dermeribed in thease ingtroctions

showing apounte of expenditorvee, "wroperly sllecsted bto exdense @youps
and Lipes of business,

Vhen Allewancos to HManapgers and doente repregent, o division

of exwpenpes chared with other mm[nn?n the nforenentioned stabsnents
and dota ghall ghow the division of muich gheared euwpenses caleulated

e

and prepared in accordrnce with the methody preseribed in these
instructions,

The aaleuvlation and prepavation of the aforenentioned gtatemants
and data shall be subjeet to verification and sudit by insurance
departnent personnel,

The instruations under the heading ﬂml%@i@ﬁ and Allovances

Uy

do not apnly to Commigsion and Brokeraze-Reinsurance Assmumed, oy
Gommigeion and Hrokeraze-Reinsurance Ceded,

d. Taxes

Taxes shall gomprise the totals of the operating expense clagsif
Taxes, Licensesg and Tees,

a, Oeneral Txpensesg

Geperal Txponasa shall comprise all ewpengeg nob azsimable hy

instr
these B PRIy expense groups,

feation



3. Alloeation to Fxpense Groups

onses 1o o Mlosmted

ensaﬁ@rgu

0laim Adjustment Services:
Direct
Reinsurance Assumed
Raeinsurance Ceded
Commigaion and Brokerage:

Direst

Reinsurance Assuned

Reinsurance Ceded

Gontingentnﬂet

Poliqy‘ahd Hemberahip Fees
Allowances to Managers and égeﬁta
Advertiging

Boards, Bureaus and Assoeciations
Surveys and Underwriting Reports
Audit of Assureds' Records

Salaries

Fmployee Relations and Velfare
Insurance
Direastors’ Fees

Travel and Travel Ttems

30

Allocation to Expense Groups

Logss Adjustment Txpenses
Losa Adjustment Fxpenses

Loss Adjusiment Fxpenses

See Commlesinn and Allowances
(Tns 6,30 (3) (a) 2-c)

Acquisition, Field Supervision
and GColleetion Fxpenses

Aoquisition, Field Supervision
and Collection Fxpennes

Aecquisition, Field Supervision
and Collection Txpenases

Aequisition, Field “upervision
and Colleation Fxpenges

Ses Commimsion and Allowances
(Ina 6.30 (3) (a) 2-c)

Acquisition, Fleld Supervision
and Collection TFxpenmes

eneral Fxpenses
leneral Vxpenses

General Txpenges

BSee Special Instructions Relating to

the Allocation of Salaries and
Other Txpensea (Ins 6,30 (5))

Overhead on 2alaries

i

- Dverhead on Salaries

Overhead on Salaries

fpeclal Atudies



ﬂxlacai on of Fxpense

g ba Lines of

LA

Be The @llosablon of sxponsesg to linesg o ahgll be by
exponge groupg, Pagh olaspification of expense within esch expense
apoup shnll be allosabted separstoly Lo limeé of business on the bases
of alliocstion presoribed as follovus,

413 boses employad in

much allocstions

shall be applicsblse and

sppropciste b the expense greoup of which such exposnse is 8 pard,

Bxanpls ~ Tzpenpesg which ave alloested to lines of businesa as
an Overhoesd on Selaries shall be esleulated in welation only to the
galarisg included in the cane expenge #roup.

the
| e -

;.;{,E:?% WiEe Ei

ml.nd

Asguned

Reingurancea (edad

Cammigslion and Srokerage-Divech

{ Tue

3% Manarara and Agenbs

Allownness to

Hnlarios

Employes Relationsg and HWelfare

Inourance

Directors’ Pessg

Travel and Travel Thems
Feah and Hent Thens

Peinting and Stationcey

b

W e
g}%& >

N,

fetual
forbnal

debual

o
PR

Commisgion and Allowvancss
630 {3} (a) 2-0)

Saa Commisgion and Allouances
(Ing 6,30 (3) () 2-0)

Hea Spreisl Instruetions Relating to
the &1?3“?ﬁi i of Balaviss
and Other Txpenases (Tns 6,30 (5))

a

Overhsad on Balaris
Overhesd on falarics

Overhoad on Jalaried

Spe

>

aial Studies

Ovarhead on Salsrios

Oyerhead on Jalavies
Overhead on Yalaries



35

”osfa?@, Talephone and Telegraph,

Fxchange and Txpress ©Ovarhead on Salavies
Logal and Auditing Special Stvdies
Tneome {rom Speecial Services Special Studies
Hiseellaneous Special Studies

,enaawwlneluﬁgdﬁia ;gg

Commlasion and Brokerages

Direct ; Actual, but Subject to Instructions
under Gommission and 4llowances
(Ins 6.30 (3) (a) 2-0)

Reinsurance Assmed Actual
Reinsursnce Caded Actual
Contingent-iet 8pecial Studies
Policy and Membership Fees Actual

Allowances to HManagers and Agents Special Studies, but Subject to
' ‘ Ingtruetions under Commission and
Allowances {(Ing 6,30 (3) (a) 2«¢)

Advertising - Premiums
Salaries ~ ' Ses Speclal Inatructions Relating to

the Alloeation of Yalaries and
Other Fxpenses (Ing 6,20 (5))

Employee Nelations end Welfare Overhead on Salaries
Insurapee Overhoad on 3alaries
Direeﬁora’ Foos Overhesd on Salaries
Travel and Travel Items © Special Studies

Rent and Rent Ttems Overhead on Salaries
Fauipment Overhead on Salariog
Printing and‘atation@ry Overhead on Salaries

Pogtage, Telephone and Telegraph,
Pxohanze and Fxpress Overhead on Salaries
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gre not solaly related $o the wnrk perfornsd by one unld, such ag

soma in supervisory pesitiens, shell be listed separately by title

2 &

agaification,

-
1
o

fode

oy joh e

Golumn 23 Cross salarics spulicable to ench unit shown in
Colwan 1,

Golumng 3, 4 and 53 Thege golumng are Tor uee when the Sslaries
alagaificstion lg affesind by alia@aticng made ho athey a@mpani@ﬁe

A sepnrate line ig ﬁa he uged for the allosation to eash eompany
or group of econpanies, When intercompany allosationg ave nob &aéé,
or when guota share percentases aan be applied to flest tobals,
Calumng %, 4 and 8 nsed not he uged,

Degirnating mumherg shell be entered in Golumn 4 For the
meathods uged in intersompany alloeations,

Oolumn 68 Despisnating numbera shall he entered in this column
for the methods vaged in &11@ma{ing galaries %@k@xpaﬁaa FPOUDG,

Golummg 7 to 10: The amounts assioned to each expenns group
shall bé in agaordance with bhe method shown in Column 6, At the side
af eaeh exponge sroup solumn (eteept the aslumn Tnvesbnont Tupenses)
ig shova 2 narrow coluan csplioned "Line Diet,%, wherein shall be
entered dealmmating nuabers for ﬁhe‘maﬁhadﬁ o he f&ilawéd In distributing
salarics to pxdomex linssg of business,

fﬁiffﬁﬁiv Pool and Ouota Share Reinsurance., When cuota sharve
reinsuvance ig in offeat and when salevies may be &iimeﬁﬁaﬁ in gtrint
accordsnce with the guota shave percenteges, the smounts shown in the
Alicention nf Salaries Foras may he those subjiect io quota share, OQuoba
ghare nerecentages may, in sush eages, be apgliaé te the totals eibher

an the Allocstion of Salaries or the Reeapitulation of Salapiles.
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ch snd Fisld . fAranch offics aslaries shall be

ghwun 3@pgvatﬁly in thw &11@@& *ﬁﬂ af balaﬁiwa aﬁd im the
Recapitulation of Snlaries, In combining branch employees into
ginilarly esployed unitg, it ghall be oermissible to consider
ag a unlt all similarly employed personnel in all Eranah affiaaw
having similaw funetiong, and handling approxinately the came
relative volume of sach line of bualnsss,

2

Pourths Jalary Relmbursements to Other Companies. Due to

@ngnaa sharing with another company, owtgide of the cowpany or {leet,
d@b&tg may appesar in the salary acecunte far relmbursements to cutside
companies, Such payments are Lo be shovn under geparvate caption
in the &llsoation of Salaries, Yhere such payments amount to less
than 1074 of gross salariss paid by the company to ibks own &mplaf@aa,
the amouabs shown oun the Allecation of Ssleries wmay be Aisteibubed
as an overhend on all other salary dletributions. If wore than 107,
the distribution shall be obtained from the other comvany.

Pifth: Jalaries ot Speeifiically Eei&bursablﬁ. When the

SEEESRE, R

enployeaa of a company devobe time to the affalrs of another coupany,
and the reimburgenents therefor are handled in aseordance with th
ingbructiong, Fxpenzes for Aceount of Ancother or Income from Special
Services (see Ing 6,30 (1) (b) 22-b and 22-¢) the salaries Tor eanch
gimilarly caployed unit spplicable Lo work done for such other company
ghall be shown separetely on the Allocatisn of falaries {in Columns
3 to 10 ioel.).

b, Recopitulstion of Halaries Form

When all distributions called for on the Allocatdon of falaries

Form have besn comploted, the Reeapitulation of Salaries shall be

mads,
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Tor sach eompany b0 vhich salaries howe baen allosated on the

illoention of Zelaries Form, the amounbs shown in each expendgs mroup
the ‘

ine DMat, " colunna, The totals thus obbained shall be entared

on the Hesapitulation of Salarles Form oud alloecated fo wxd
lines of hﬂgiﬁééé in aceordunce with the line dletyrimubion codes,
The lovm, Heeapitulation of Jslaeicw is ghown in three parbs,
Bel, B2, and B3, B-1 is for Losa Adjustment Fupenges, 3-2 is for
Acquisition, Wield Jupervision and Cellectinn Frpenzes, and P=3 is
for Ganeval FPxponses, For purposes of illugbration, the avesinen
entries, applissble to Compainy A, wmada on the 4lloesbion of
Balaries Yorm have besn confinued on the Bacapitulation of Salarios
Form, ote that, lor Company &, the fdsures in the awponge group

eolumng on the Allocatdon of Salaries Form heve hbesn combvined by

"ine Diab." codes, entered on the Hecapitulotion of Salariss Form,
and then spread to gwdomeyx lines of businses based on the Yiine Digh,®
aodot,

Gy  Detail of Allocation ases Fore

The bmsen of allocation uged on the Allooation of Sslariss Porm
ghall he fully degeribed on the Detadil of Aliceation Bages Form,

Thare 2hall be g eovarate sheet Jor each bagis mnd the sheets shall
be kent in consecutive aumarical‘eraerﬁ available at s11 tines for
expmination,

Whan the bBaglsg of slloestion cannot be f9lly Jdesoeribed on the
form, subsidinry workeheehs, compilabicns and date sball be elther
abtached %o ths f@vévar Piled geprrately and resdily avallable,

The Detail of Allocation Bases Form and all sebsidiary worksheets,
eompilations and date shall be clear mnd legzible; shall sghow the souvces,

detail and dates of all Lligures used; shall digelose the names of nersonsg



Le

studies, estivates, judement Cactors, welshiinge, ete., and the
dates therenfy and, ﬁzg@mmﬂ.ﬂmﬁ»ﬁ@hﬁ%ﬁ&@ﬂﬁma&@x%ﬁﬁMﬁ
nf all figores ﬁ&aﬁ and deciaions wmade,

Notes The Detail of Allocation Rases Form need not be praparaod
each year, tut with appropriate changes in 5upp9ﬁﬁiﬁg workehaets,

ate,, may vemsin current ag long as the bages are in offent,

The Detail of dllocabtion Pases Porm is 1dentified ns ¥orm € and

four 1llustrations of the Torgm are ghown, The allooabion basos

Ho, 1, 101, 105 und 501 ghown on the allacstion of Salnyles Form have

beon carried into the formg snd specimen explanstions plven,
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SALARIES
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oS8 b o
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10,§

44500

42

#109

19155
540

Hotez
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i e i £ et
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3 3ﬁ§;

|
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b e S N
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FORM €
T1ivstration 1

PRTAIL OF ALLOGCATION

BABSYS

Company ALPUA CHOUP Bagla VALUR, OF TRVVSTHRNTS
Purpose  TWNTRCOMPANY ALLOGATION |

Humber i

i

E EXPLANATION OF BASTS

é Bapgod nn abatement valu@sycf bonds and stosks owned (Ses memo of

41lonation Committas 11/14/753)

APPLICATION OF BASIS ‘,

1958 | 1959 19601961 | ;%é,%?‘”““"z

Gompany g | ! !
A t6-p/%. | ?
B 33-1/3% |




FORM C
TLlugtration 2

DETATL OF ALLOCATION BASTES

52

§Company ALPHA GROUP ‘ Basis  DIRECT ?
%E‘ur‘pose ALLOCATION TO TXPRHSE GROUPS
gNumber 101 %
| @gPLAHQTION OF BASTS g
f Direct to Inveatment Exﬁehsag, This bagis is applicable to the E
épositians and units listed on the memo dated 11/14/5% from the Allocation é
%Committee, %
|
@
% APPLICATION OF BASIS %
§ Expense Groups 1958 % 1é59*i? 1960 ' 1961 é 1962 %
i { . T ; :
§Gomnanz,§ ; § § i %
glnvegtment Expenses | ¢ 10074 ; % % é
§Loss Adjustment Expenses E é g %
ngquisition? Pield Supervision and | % % ?
i Collection Fixpenses g : ; i §
gGeneral Expensesg E | i % %
Company B | § §
Investment Lxpenses { 100% % ! %
Loss Adjustment Expenses é | %
Acguisition, Fleld Supervision and % § §

follection Fxpenses E é
General Expenses i i




FORM U
Illustration 4

DETAIL OF ALLOCATION BASES

! !
Gompany ALPHA GROUP Bagls __ NO, OF LOSS ENTRIES !
Purpoge ALLOCATION T0O LINES OF BUSINESS i
Number _ 501 |

i
i
EXPLANATION OF BASIS
‘ The 4llocation Comaittes, in consultation with Mr, Jones, General !
Adjuster, decided to allocate auditing and bookkeeping work, done in comnection |
iwith losses, on the basis of number of loss entries, modified by certain
weightings and discounts, Memo from the Allocation Committee dated 7/18/58,
together with work sheet, tobulations, etc., are attached hereto.
APPLICATION OF BASIS
o T958 1959 1960 1961 1962 |
Company A l
Auto BI and PD 363 :
iAuvto Physicial Dsmage and Theft , ¢
Workmen's Compensation 459 !
Liability and Collision ex, Auto 1.3% '
\Glass 2% :
Burglary and Theft p1E ‘

—_Pire end-Allied Lines : ‘ t
Homeowners Multiple Peril ‘
ommerc¢ial Multiple Peril | x . | .

Inland Marine :
‘Oeean Marine !
‘Fidelity 1% :;
Surety ‘ oF !
Boiler and Wachinery oo 1 3
‘Accident and Health f ; !
Other ,
; Total 100% g :
{ ; ! | i
Qompany_ A
Auto BI and PD i ; ! i
Auto Physical Damage and Theft i f
Workmen's Compensation { { | ! j
Liability and Collision ex. Auto P ! | ! §
Glass ; 117 ! i § !
Burglary and Thef L7 % % ! ;

54,

Mww;;¢5Wirawandwgllie@;Lin@suxusmNWMme¢%wmﬂmgmmnwww,.;,w,wquwvm“mwmwmlmmvwbwwﬁ”MWWHWWHNMV,WWWU¢M‘

Homeowners Multiple Peril 1 ; \
Commercial Multiple Peril | | | L
iInland Marine ; | o
Ocean Marine ' i i !
Fidelity - - ' P R3%
Suraty s
Boiler and Machinery ‘ P o § |
‘Aecident and Health i ; i § 5
Other § | j

‘ Total 1100% i A




Ing 6,31 Interpretationa of the instrustions for uniform elassifications

of expengns of fire e and maring snd casualty and surely Insurers,

(1) puaposE, (2) This rule is intended to implement and interprst unifom

aceounting instruetions in Yisconsia Administrative Gode gection Ins 6,30,

1.

The following kinds of expense ghall be alloested to indiented operating

swoonge clamsifiecstions,

Be

Ce

o
=

he

P&yﬁﬂ%ha, haged on o poreontare of premivms

or logses, to independent elaim adjustervs

whare none of the aetivibtieg of the payess

are aoncernsd with tha produetion of

buginess, (laim Adfustment Zerviceg

Paymentn, based on z percentage of pramiums
ar losses, to independent attorneyg-st-law
for investlmation, adjustnent snd sebbtle-
nent of elaing vhere none of the activities
of the payees ars eoneerned with the

production of businsse, Claim Adjustment Servieces

Goat of eafetoria equipment, Fauipment

Salavies pald in connsetion with the

operation of a comvany eafeteris, Balaries

Cost of fond uasd in eompany safeteorils, mployee Helations and Welfare

ot of food license fesg in comesntion
with the operation of a company eafeteria. TFmployes Relations and Velfare

Goat of telephone directory listings. Postage, Telephone and Telegraph,
Trohangze and Txprens

Peag pald in comnectinn with stockholderst
meetinia, such as fesg to tellers and
inspasctors of elections, Legal and Auditing

Payment to an indepsndent efficiency

@ﬁ%inﬁef for an inalde on-the-job

analvala of o company’s operations :

and srosedures, Legal and Auditing

fost of aredil reporta on agents. farvaye and Tnderwribtiag Reports



S ]

k. Payment made in pettlement of ~
damage sult brousht hy an apent
henausge of the termination of
his contract, Himeellansous
1, Premium for croup life insuranee
eoverare of janitor, in connsction
with company owned resl estate, Real Fetate Bxpenses

vy OGogt of pensions, in gonnection
with company ouned real estate, feal Bastate Bxpenses

‘n, Sepvice Ffeas for gervicing real
agtate owned, Renl Rgtabe Fxpenses

. Serviece feeg for servicing of
nortzages held, Legal and Auditing

De Cost of polioy typing service,
vhen sueh service is rendered
by "outside" personnel {(contract)
typists). Higesllaneous
gq. OCost of "outslde" specisl assistance
employed hy a company for the
surposs of changing ite £iling
system from a numerical arrange-
ment to o digit system, Legal and Auditine
2. a, When contingent commiasion payments are larze in number and amall
in averaze amount, a method of alloeation based on the over-asll profit in esch
line of businezs sghould yield reasonably correct alloeations,
b. Company-ouned automobilea and equipment wmay be deprecinted on s
100% basils,
e, A company may earry company-owned automnbiles and eguipmant as an
angset (non-admitted) and deduet depresiation each year,
d., Handling of certain filing charges: Where a company sells a poliey
to a long havl firm and that Cirm requests that the insuring company make a
iling? with a State Commerce Commisgsion in a state in which 1t is oot licensed
and another insurance company on behalf »f the firat insurence company actually
ispues the policy and makes the reguired filing, charging a nominal fee for the

transaction, the company receiving the fee should oredit it to "Direet PremiumeY

and the eompany paying the fae ghould charge it to "Direet Premiums.”
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3¢ The Pollowing kind of expense shall bs allocsted to the indiented

expense groups

Eg»i ' - {}«Q ﬁ r{x&w“
Kind nf ﬁxv@ﬁs@ !
e

5,

ALY expenses includable in Taxeg, Taxes, licenses and fees
Licenges and Fees, applicsble solsly to

invegtnente should he
all@eaﬁ@ito the expenge
group, Invastment Fxpenses,
411 other taxes, licenses
and Teee ghould be
alloeatad to the expense
group, Taxes,

&; When gsomaisglon on relnsurange g on a Ygliding =zealet or ¥amrenteed
profith bagis hoth the tentabive commisesion and sny adjustments brousht aboubt
hy the operatlon of the Pgliding seale’ or Vguaranteed profld® provisions
should be allogated to Commlzsion and Brokerage - Relnsurance dssmed op
Qammiasinn and Brokerage - Relnsurance Ceded.
gz%@t@g To make oleay the meaning of Yaliding scale® and

Youaranboed profite® the following is aulmitteds

BLIDTHG SCALE QONTRACTS

HMost of these contraets provide for s {lat eommiseion ranging from
about 307 to 3749, paid on a written basis., A4dditional peofit commissions
are paiﬁ at & later date on an earned basls es speaified by a formula embodied
in the contraet. These profit commisaions avre pald as the result »f savings
in the losg ratio, 4 common provigion is that ¥ profit commission shall be
paid for each 1% gaving in the loss ratio. Semetimes a portina of the seale
may provide for a Y1 for 1% profit commlssion, il.e., 2 full 17 profit
comnission for sach 17 gaving in the loss wsibie,

For example, a contract may provide for a flat comaission of 354, with
a " for 1% profit commission to be pald the ceding eompeny for any saving

in the loss ratio under 55%, until the prafit commisslon reaches 107, or a

total commission of 45%,



4

Seme contracts provide for o possible Yreturn commission.® In the
prageding exanple, if the loss ratio should exceed the br@aking point of
55%, then the cading comonny night hava to pay a return comnigsion o the
reinsurer on o " for 1® bagls untll return commissions of, say, 5% have
bsen returned, thus redneing the ultimate net commiasinn from 35% to 307,
If the loss ratic should run under 357 or exeecd 6575, then such saving or
logs would ordinarily be carried forwsrd to the compubtation for the following
year, |

FTARANTEED PROFTT CONTRAOTS

The moat common form of Fourplus aid® is the Pouaranteed vrofit! contract,
Tts principal characterigtic iz that it transfers unesrned premium reserve
from the ceding company to the reinsurer and reslis in an Immediate incresse
in the eeding companyls murplus by the amount of the tentetive commissions
recelved, bhut because all sueh tentative comnissions are mubject to return
to the reinpurer, doss not actuslly relieve the ceding company of Xk&‘riska
Ths ceding cowpany still ressing exposed to the msme visk ag before, It is
in th@upesitign of paying two te five perrent of the eeded premiums to induce
a reinsurer to sizn a contract which has no ultinete effest other than to
raduce its surplus by two to five pereent of thesa premiums,

fwaranteed profit contracts arve often written in o form similar to a
quota share or portfolio of reinsurance contrast, or 2 combination of hoth,
The tentative compission la ovdinarily 45 or 50 per cent, The weinsureria
fee is genervally 2, 3, or 4 per cont of the amount eaded. Most quota-ghare
type contracts are subiect to monthly reporting and settlements, The contrach
ugnally provideg for additionsl commizeions to be increased by 1 per cent for
each 1 per eént decrease in the losg ratic, and roturn commissions on the bagis
of 1 per eont for each 1 ner aent ingrease in the loss vatio, An exemple

followsas



L'.;‘

454
3,
524,

Total oviginal premium 1007
In a situatisn ginllar fo the one illustrated, the ceding sompany pays

Gommission
Tas for reinsurer

loas ratio Yreaking point®

to the reinsurer the groes relnsurance premiuss less 450 commiseions, or a

net of 557, Az losgses are detaermined they are onid by the reinsurer uniil the /
H
cading company has recolved back from the reinsurer losges reeovered in an ;
azarezate smomnt equal to 529 of the orizinal or coded (557 less 39). |
losses are Immadiately charged bask to the ceding cowpany ag

Any additionnl
paturn commissions® on a WL for 1Y bagls, On the other hand, any saving under
2% 19 retoened to the eceding company in the Form of additional commissiona.

the loga of 3% of its ceded

P i A

g

The ultinete ofToot on the seding aompany
premivms, The ceding comdany actnally eaveles ils own MLl risk throughout the

e

entire period with respest to ite gross business,)

5. Salvare and subrogatlon mey be allocated ag followas

Where attentlon is oiven bo salwvare or subrowation matters at the

Be
aame time sg the adjustment of the losa lg proceeding, no ettesst will be made

to alloeste any portion of the adjusterts time to salvare (or subrogation) expense,

be Where the salvare or subvosation activiby follows the adjustment of
the loss such additionsl time asm may be veguired will be trested ag salvaze

expensa,
@ Any ilbemz nf oulside service such ag advertisine, expenses of outside
organizations or rewards wheve paild by avd billed to the company will bs treated

28 salvags expense,
Coat of recovering sbolen goodsg incurved by and bilied to the sompany

o

will he treated np salvage expense,



, ¢, Where salvage lg handled by outslde agencies and their billing is
made directly to the company, sufficient informastion should be given for
proper ¢lassification of the related expenges,

f. It is understood that the clasgifiestion of expenses as salvage
expense is not dependent upon any salvage recovery,

6, a, The following employee activities should be allecated to expense
groups on the basis of the purposes for which the tabulating, listing, filing
or other jobs wers performed: Oubtting and verifying punched cards, sorting
and tabulating guncha& esrds, maintaining punched card files, and gupervigion
thereof,

b, The salaries of the employess in service units, such as the following,
providing services {to other employees may be alloaaﬁe@ to expense groups ag
overhead on the galaries of employees in all other departments except executive
offisersy Mail room, Personnel, First ald, Telephone operation, Office
Maintensnee, and Reeeptionigts,

I If an appregiable part of the time of employees handling purchases and
supplies is devoted to Durnlshing supplies to agents, such salaries may be
allocated to expense groupg on the bagls of a time estimate. Alloecate to General
Expenses that part of the time spent in working on supplies for agentsy alloeate
remainder as Overhead on Balarisg of employees in all other departments except
sxesubives,

d, When files are maintained and serviced in a separate department or
at a central location, the salarles of enmployess engaged in this activity nay
be allocated to expense groups on the basis of a time estimate, That portion
of time spent on policy files (dally reports, applications, endorsements, eta.)
and that portion of time spent on general correspondence fileg may be allocated
to General Fxpenses; that portion of time spent on active claim files may be
allocated to Loss Adjustment Expenses; that portion »of time on inactive claim

filea (dead files) may be allosated to Ceneral Fxpenses.



|

e, When s central absbract depsrtment is maintained for the mechanieal
reproduction of premium abstracts and claeim abstracts for use by other
departments, the salsries of these employess may be charged on the basig of
a time estimate, That portion of time apent on claim abatracts may be
allocated to Losgs Adjustment ¥Vxpenses and that portinn of time epent on premium
abstracts to General Fxpenses.

f, If a company malntains a general accounting unit and g cashier’s unit
(the dutias of which include keepinr the general ledger, general journal and
genernl ensh books) and no spportionment to Investment Pxpenses, to Loss Adjustment
Txpenses, or to Acquiasition, Field Supervision and Collection Txpenses ig posaible,
except by using s rouch eatimation which is 1ittle better than a puess, the
company may allocate the total expenses of these units to General Tupenses
in view of the impossihility of making ressonably accurate apportionments to
axpanse Iroups,

7. If the salery of s nonesupervigory employase predominantly pertains
to the astivities of one expense svoup, the whele of such salary mey be

allodnted to that eXpense Zroup,

Vﬂww}é;;;;‘méf this inﬁarpretatian, many salaries may be allocated direetly

and without fractionsl apportionment. As examplesy a branch office or

home office employee who is primarily concerned with the colleebion of premiumg
may be allocated wholly to Acquisition, Field Supervision end Collection
Fxpenses, oven thourh a lesser ﬁart of his activitisg may pertain to General
Expenass; a branch office or home office underwriter who is primarily concerned
with the acceptebility of risks, net retentlons, guoting of rates, ete,, may

be allocated wholly to General Fxpenses, although he may aleo engage, in g

legger extent, in praduction work pertaining to Acquisition, Field Supervigion and

Collection Bxpenses; a special apent working on the development and maiﬂtenanc§

of the sales field may be sllocated wholly to Acquisition, Field Superwision and



Goliestion Fxpenges, although he may also be concernad, to a legser extent,
in the adjustment of losses; key punch and tabulating machine operatoras, whose
work is primarily statistical, may be allocated wholly to foneral Expaﬁsge,

althoush the cards and tabulations may be used to gome extent in collection

| and logs adjustaoent activiﬁies.)
-MwwwwwMg:Mm;;éwggii;;;;éwéé;cribes an acceptable method of allocatim% 1o expeanze
groups and linas of business the salarisg of enployees enzaged in administwativa
and/or supervisory activities:

g, PSalaries of executive heads, such éa the preasident of a4 company, the
chairman of a company's board, and thelr secrelaries, ordinarily should be
digtributed to expense groups and linea of business as an Overhead on Salarles
of supervised personnel, after an apportilomaent to Tovsstnent "xpenses, If any
other methods are used, the allocatlons must be supported by detailed analyses
of activitiesa,

b, Salaries of nther exepubive officers, department heada and supervisors
ordinarily should be alloscatad on the bagls of a study of tine spent on the
affairs of each of thae depérﬁm@ntﬁ or unila suparviged and then theas palaries
ghould be allocated to expennse sroups and lines of business sg Dverhead on
Salariea of the employees in the r@speetiﬁa deparimants or unitg. If any other
methods are vused, the allocations mumt be supported by detailed analyses
of anetivities,

9. In@ludable in the operating sxpense clasgifieantion, Boards, gureaus
and Aggoclations, are the followings QDu@s, aagogsmenta, feoos and charges ofs . . .
underwribing syndicates, pools and sassociations sudh as Factory Inguraﬁsé
Association, 011 Insurance Association, sssisned risk planz (ewcept 6smmissien and

Brokerages Olaim Adjustnent Servicesgaod Taxes, Licenses and Fees); . » o



The foregeing ingtruetion is anplic

and to the following

Ameriean Uargo Var Aisk Relnsurence ¥xchangs
American Fo w Inaurance Adssosistion
Amerioan ¥arine Wll Syndieste

oy A

Amerioen Harina
Inmransa of

Amerdean Negatlve Film Syndicate

Amerinan Helnsuranne Bxshance

Agsoodated Aviation Underwrltacs

Burley Relunsurance Txchange

Goagbwise, Treat lakes & Inland Hull Asaen,
The Gotton Insurance Apsosiatlon

Cotton

Marine Relnsuranse dppsagent

E&gtﬁrn Todes
Fachangs

reoastol Carge Relngurancs

iy
g
?«“
nd
o3
el
e
o
ﬁ%
f?;*
fole
iy
s
b
s
o

Tucegs of Y

Txelse fond Underwriters

Export Aubonobile hangs
Pastory Ingurance adgsooiation
Furriers Customers? Helnsurance Syndicate

General Cover Underuriters Aswn,

The Great lekes Underwriting Syndicate

sahle bo 21l asal

gned rlsk plans

ayndicates, pools and associatlonss

Iniand Marine B iy
Intand HMarine Syndieste, Tno,
Yaberwaye Insurance Asan,
lake P, & I, Hsiaparanse Agrosmand

Tivestnek Insurance OFfice

Logging Undervelting & Inspection
Agsoeiation

5
w

Mpldinle Losation Jsevice O0fPice

W

¥utual Covporation Intep-Relnsurance

Fund

G101 Trsuranss Assacistion

Aailrond Insursnoe Assoniation

The Tugboat Underwribing Byndieate

Tederweitera Grain Aseosoistion
Underuriters Servios Asgsoeiation

10, Dues or assesguents of organizations includa¥ile in Boards, Bureans and

dggociations, or 1o Surv

logs wark are

urveys and Underwriting Heports, 41

ragtly related o

properly chargeable bo the expense gyroup, Loss Adluweinent Expsnses,



