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Ins 6.01 Foreign company to operate 2 years before admission. 
Experience has demonstrated that until a company has engaged in 
the business of insurance for at least 2 years there is not a suffi­
cient basis upon which to form a judgment as to whether its methods 
and practices in the conduct of its business are such as to safeguard 
the interests of its policyholders and the people of this state. There­
fore, no application of a foreign insurance company or mutual benefit 
society for a license to transact business in Wisconsin will be con­
sidered until it has continuously transacted the business of insurance 
for at least 2 years immediately prior to the making of such appli­
cation for license. 

Ins 6.02 Company to transact a kind of insurance 2 years before 
admission. (1) Experience has demonstrated that until a company has 
engaged in a kind of insurance or in another kind of insurance of the 
same class for at least 2 years, there is not a sufficient basis upon 
which to form a judgment as to whether its methods and practices 
in the conduct of its business in such kind of insurance or another 
kind in the same class of bJsUJ:ance, are such as t o sa'feg ua.rd the 
interests of its policyhold1u:s and the people of this state. The1·efor e, 
no application of a fo l'eign insurance company or m utual benefit 
society for a license t o transact a kind of insuran ·e business iTI 
Wisconsin will be considered until it has continuously transacted 
that kind of insurance, or another kind of insurance in the same class 
of insurance as that I r which "it makes such applicatiou ; for at lea.s t 
2 years immetlintely 1n·i l' to making such application. F or th e pur­
poses hereof, insurance is divided (A) into kinds of insurance accor d­
ing ~o l;h e p1·ovisio11s of s ction 201.04, is. Stats., each subsection 
sei"tiug forth a sepa1:ate kind, and (B ) into classes of insurnnce upon 
the l.ias)s F and inchtding the said ki11ds as foll9ws: (a) l!'fre insu1·­
ance inc ludes the l 'inds "n se5J:io:n 201 4 (1 ) , ~Wis. Stats., (as ex­
t nded by sectiou 203.28'1 (2) ifui.d (12) . 

(b ) Life blsu-ranc h1clmles th Jd nds Jn sect ion 201.04 (8 ) , is. 
Stats., hut ex:clu :ling all iJism'fil'l e on the h eal th of persons otl11:i1· than 
that a utho1;ized in section 206.03 Wis. Stats. 

(c) Casualty insurance lnclud s Lhe kinds in section 20l .Ot;l (4 ) 
through (ll );'and (13) thr ough. (18) I-Wis. S tats. 

(2) Provided, however, that nothing herein shall preclude con­
sideration of an applicatfon to transact th k ind o:r insurance i u 
section 201.04 (4), is . Stats. if the applicant company has 
transacted any oJ' th kinps of in surance in se ·tions 201.04 (3) , (5 ) , l 
(13)((15H' (16) and (18), Wis. Stats., continuously .;fo1· 2 years imme­
diately prior to the making of applicati~ for license to transact the 
kind of insurance in section 201.04 (4), Wis. Stats. 

Register, April, 1963, No. 88 
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Ins 6.03 Nonresident casualty and fire insurance agents. (1) Sepa­
rate licenses are required for the solicitation of casualty insurance 
business and of fire insurance business. 

(2) A separate license is required for each company for which the 
nonresident agent solicits business in Wisconsin but the provisions of 
subsections 201.53 ( 5) vand 209.04 ( 5) ,· ~Wis. Stats., permit a licensed 
nonresident agent to interchange business and receive the whole or 
any part of the commission from a resident agent on business 
obtained under such nonresident license and exchanged with the 
resident agent. 

(3) A license will be revoked if the nonresident agent brokers 
insurance, eitlher in Wisconsin, his state of residence, or elsewhere, 
of the class (casualty or fire) of insurance covered by the license, 
Ul'].less the placing of such business constitutes an exchange between 
agents as authorized by subsection 209.04 (5)(Wis. Stats. One who 
solicits brokerage business is not eligible to have a nonresident agent's 
license for the same class (casualty or fire) of business. 

( 4) The company which a nonresident wishes to represent as an 
agent must furnish a statement showing that the applicant is ap­
pointed to solicit insurance in Wisconsin as its agent and agree that 
it. will be bound by his knowledge and acts to the same extent as it is 
in connection with authorized resident agents in Wisconsin. 

(5) The applicant for a nonresident agent's license must agree 
that each policy written by him covering property or risks in Wis­
consin will be countersigned by a duly licensed resident agent of the 
company issuing the policy. 

(6) A statement by the supervisory head of the insurance de­
partment of the state of residence showing that the applicant is a 
licensed agent in his state of residence for the company which he 
desires to 'represent in Wisconsin must be furnished when application 
is made for a nonresident agent's license. 

(7) The applicant will be required to make full disclosure regard­
ing any connection which he may have as an employe or member 
of any agency partnership, association or corporation, including the 
full names and residences of all membe1•s, officers, directors and 
stockholders. 

(8) Licenses issued on or after November 1, 1949, shall expire on 
the next succeeding November 1st. The fee for each nonresident 
agent's license shall be $10.00. 

Ins 6.04 Countersignature requirements. (1) Every policy of insur­
ance issued or delivered in this state shall be countersigned by a li­
censed resident agent. Except in the case of the standard fire policy, 
an agent's signature on a copy of an application attached to and form­
ing a part of a policy will be considered as satisfying this 
requirement. 

(2) This rule shall not ;ipply to: (a) Poli~s issued in accordance 
with sections 201.44 (6)\/201.44 (8), 202.08, or 209.04 (10) (c); (d)-( 
(eYand (f)V,Wis. Stats.; 

(b) Policies of life insurance; 
( c) Service contracts i.ss-ged by hospital service corporations author­

ized under section 182.032,'Wis. Stats.; 
( d) Contracts issued by/ state or county medical societies author-

ized under section 148.01,vWis. Stats.; , 
(e) Contracts issued under authority of chapter 185, I/Wis. Stats. 
History: Cr. Register, April, 1958, No. 28, eff. 5-1-58; am. (2) (a), Reg·­

ister, April, 1963, No. 88, eff. 5-1-63. 
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Ins 6.05 Filing of insurance forms. (1) DE~'INITIONS . In this rule, 
unless the context otherwise requires, the following words and terms 
shall have the following meanings: 

(a) " lnsu1·ance" sha'IJ mean any ffre, liabimy, steam bo iler, fi del it;y, 
!.iUe, cred it, burglary, plate glass, spri-nkler leakage, elevato1·, live­
stock, a utomobile, other casualty, oi· medical paylll<>..nts 9d tJ1ei· sup-v 
pl mel)tal ins11rancc provid d un<l•t 811 s ct.ion· ( l) t'""""(5 ) :-16, (7), 
(8),V(9),v(J,O) ,v (ll), ..... (12)n'13) lt , (15), (17)~ or (lS )Vof sec­
tion 20 L.04. \7is. S·tats. 

(b ) "E'illng" shall mean: 1. Any ma ter submitted u11der th is rule. 
2. The act of filing such matter. 

(c) "Form" shall mean any matter intended to be used by any 
insurer as any par t of an insurance contract including any application 
which becomes a part of an insurance contract and any policy, en­
dorsement, or r ider. 

(d) "Reinsurance contract" shall mean a contract wher ein a pri­
mary insurer cedes all or part of a risk to another insur er. 

(2) GENERAL PROVISIONS. (a) The date of filing by an insurer shall 
be the date on which any filing is stamped received by the commis­
sioner of insur ance. 

(b) Notice of disapproval by the commissioner shall state ther ein 
the effective date of disapproval, but any statutory period for con­
testing such disapproval shall begin upon receipt of such notice of 
disapproval. 

(c) ·Each filing shall be on file fo r a period of 15 days before it 
becomes effective, which period may be extended by the commissioner 
for an additional period not to exceed 15 days if he g ives written 
notice within such waiting period to the insurer or rating organization 
which made the filing that he needs such additional time for considera­
tion of such filing. A :filing shall be deemed effective unless disap­
proved by t.he com mission 1· wi thin the waiting tieriod o:r any extension 
thereof, provided that if th filing 111·011oses a later effect.iv date such 
proposed clnte sh~1 U pr vail. Upon written application by such insurer 
or rating orgauization th commissioner may al1thoriz ' a fil ing to 
become effective before the expiration of the waiting period or any 
extension thereof. 

(3 ) lNSUI<AN l'l FORM 'l'O BE FILED. No fo'l'ln sll alJ be us d or issued 
in t he state of Wisconsin as part of any cont·n1,ct of insuranc unless 
such fol'm has bee n fil ed y the il1sm·e:i· with the commissioner in 
acconlan.ce with (2) (c) bove. For0113 not now on file shall be fil ed as 
h r ein requir d. Forms n ow on fil e may continue to be used w1til 
such time as they may be disapproved. An insure1· m ay satisfy its 
obligation. to make form fil illgs by becomi11g a membe1· of o:r a su.b­
scri'ber -0 u licensed i·atin organization us (\O.m1idc1· d in sectio.n 
203.32 r sections 204.37 o 204.64, inclusive, Wis. Stats., which makes 
such filings, provided that basic policy forms must be filed by the 
insurer named thereon. Nothing in this rule shall be construed as 
t· quirlng any h1surer t;o become a m mbei: oi Ol' s tibscriber t.o a ny 
ratinp: orga.nization. Thj1:1 rule shall not apply to tow11 mutual .iJ1sm·-

nc0 companies; reinsurance contracts; or to any sm·ety or gua rant e 
bond l'equired by law 01· by a court or executive order or by or der, 
rule or regula t ion of a p ubllc body. N o filing need be made hereunder 
uf any form. prepared to meet specia l, unus.ual, peculiar 01· extrn­
n1·rlinai'y con<llUons aP)llyin1< lo it1rlivicl ual r isks ; noT to t he comple--

R eg·is t e r, Mar c h , 19GO, N o . fil 
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lion oJ' t111Horm J'orrns Lo indicalc~ Lite application of the co1tlrad to 
individual risks. 

(4) FORM OF FILING. (a) Letter of lrnnsmittal. The filing shall be 
in duplicate and accompanied by a letter of transmittal in duplicate. 
Such letter of transmittal shall set forth: 

1. Title and reasonable identification of filing. 
2. The proposed effective date. 
3. The descriptive title, form number and form edition date, date 

of approval, if known, of any filing superseded thereby, and shall 
identify and explain all changes by paragraph and clause. 

4. If an endorsement or rider, reference to the policy or forms 
with which it is to be used. 

5. If the nature of the information to be inserted in any blank 
space of any form cannot be determined from the wording of the 
form, such blank space shall be filled in with hypothetical data to 
the extent required to indicate the proposed use or uses of the form. 
As an alternative, such purpose and use may be explained in the 
transmittal letter. 

(b) Filing size to be uniform. All forms, for the purpose of filing 
under this rule only, shall be printed or superimposed on or attached 
to a sheet 8 113" by 11" in size or folded to 8 113" by 11" folded size. 

(c) Form, requirements of. 1. Every form shall carry a descriptive 
title and reasonable identification and must show a form number and 
edition date, or other differentiation to identify the revision of a 
form and its previous edition or editions. 

2. Forms may be submitted in typed or printer's proof format for 
an advisory opinion prior to filing in accordance with this rule. 

3. The style, arrangement, and over-all appearance of any policy 
form shall give no undue prominence to any portion of the text, and 
every portion of the text of any form, endorsements or attached 
papers must be clearly set out in letters of a style in general use, 
the type of which shall be no smaller than 8-point. The text includes 
all matter except name and address of the insurer, name or title of 
the policy, any brief description, and captions and subcaptions. Ap­
proval of any filing is upon the condition that all forms issued to 
an insured will be clearly legible. The face of any policy form shall 
set forth the name of the insurer assuming the risk more conspicu­
ously than that of any department, underwriters' agency, general 
agency, or group or fleet of insurers; provided that policy forms in 
use in this state on the effective date of this rule with the name of 
company set forth less conspicuously may be continued in use until 
July 1, 1959. 

(5) DISAPPROVAL OF FILINGS. (a) A form shall be disapproved if it 
contains a provision which is unfairly discriminatory, inequitable, 
misleading, deceptive, or encourages misrepresentation of the coverage. 

(b) If the commissioner finds that a filing does not comply with 
the applicable insurance laws of this state or with rules of this 
department, he shall give written notice of disapproval of such filing, 
specifying therein in what respects he finds such filing fails to meet 
the requirements of such laws or rules and state that such filing shall 
not become effective. 

(c) The disapproval of a filing shall be subject to review as pro­
vided by law. 

History: Cr. Register, July, 1958, No. ~1. ett. 8- 1-58. 

Re~·ister, March, 1960, No. iil 
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Ins 6.06 History: Cr. Register, March, 1960, No, 61, eff. 4-1-60; r. Reg­
ister, April, 1964, No. 100, eff. 5-1-64. 

Ins 6,01 History: Cr. Register, May, 1960, No, 53, e:!I'.. 6-1-60; r. Reg­
ister, April, 1964, No. 100, eff. 5-1-64. 

Ins 6.08 Fictitious groups. (1) This ~le is intended to ,.implement 
and interpret sections 203.32 (3) (a) 21'.nd 204.39 (1) (d)Y\Vis. Stats . 

(2) No insurer shall make, offer to make, or permit any preference , 
01· distinction in kinds of insul'ance specified in section 201.04 (l)n2)1{ 
and (6) to (:18) ,,.inclusive, Wis. Stats., as to form of policy, certificate, 
premium, rate, dividend, o.r conditio11 of iltSu1·ance based upon employ­
ment of, or membership or nonmembership of any person or persons 
by or in any particular employer, group, association, partnership, cor­
poration, or organization. Any grouping of risks which have no pre· 
ferred characteristics over similar risks written on an individual basis 
for the purpose of insuring at a preferred rate or premium or for the 
purpose of paying dividends or distributing profits is a fictitious 
group, and the grouping of such risks for said purposes is a violation 
of the statutes referred to in subsection (1)/ of this rule. This rule 
shall not apply to groups having common ownership, to groups spe­
cifically aut9oriz~d by l~w, or. to ki:r;ds of insuya~ce specified in section 
201.04 (3), (3a), (3b), (3c), (4), and (4a), Wis. Stats. 

Hlstory1 Cr. Register, June, 1960, No. 54, eff. 7-1-60. 

Next page is numbered 129 

Register, April, 1964, No. 100 
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Ins 6.30 Instructions for uniform classifications of expenses of fire 
and marine and casualty and surety insurers. For the purpose of 
establishing uniformity in classifications of e:iqrnnses of fire and marine 
and casualty and surety insui:exs recorded in statements and reports 
filed with and statistics repo1·ted to t he ·ommissioner of insurance, all 
such insurers shall observe the instructions set forth below. These 
instructions shall not apply to single line accident and health insur­
ance companies, assessment accident and health associations, hospital 
and medical service or indemnity organizations, single line title insur­
ance companies, or town mutual insurance companies. 

(1) PART I. (a) LIST OF OPERATING EXPENSE CLASSIFICATIONS FOR 
ANNUAL STATEMENT PURPOSES FOR FIRE AND MARINE ANO CASUALTY AND 

SURETY INSURERS. 

1. Claim Adjustment Services: 
a. Direct 
b. Reinsurance Assumed 
c. Reinsurance Ceded 

2. Commission and Brokerage: 
a. Direct 
b. Reinsurance Assumed 
c. Reinsurance Ceded 
d. Contingent-Net 
e. Policy and Membership Fees 

3. Allowances to Managers and Agents 
4. Advertising 
5. Boards, Bureaus and Associations 
6. Surveys and Underwriting Reports 
7. Audit of Assureds' Records 
8. Salaries 
9. Employee Relations and Welfare 

10. Insurance 
11. Directors' Fees 
12. Travel and Travel Items 
13. Rent and Rent Items 
14. Equipment 
15. Printing and Stationery 
16. Postage, Telephone and Telegraph, Exchange and Express 
17. Legal and Auditing 
18. Taxes, Licenses and Fees: 

a. State and Local Insurance Taxes 
b. Insurance Department Licenses and Fees 
c. Payroll Taxes 
d. All Other (excluding Federal and Foreign Income and Real 

Estate) 
19. Real Estate Expenses 
20. Real Estate Taxes 
21. Miscellaneous 

(b) INSTRUCTIONS RELATING TO OPERATING EXPENSE CLASSIFICATIONS, 

1. Claim Adjustment Services 
a. Direct 

Include the following expenses when in connection with the inves­
tigation and adjustment of policy claims: 

Register, March, 1960, No. 51 
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Independent Adjusters: Fees and expenses of independent adjust­
ers or settling agents. 

Legal: Fees and expenses of lawyers for legal services in the de­
fense, trial, or appeal of suits, or for other legal services. 

Bonds: Premium costs of bonds. 
Appeal Costs and Expenses: Appeal bond premiums; charges for 

printing records; charges for printing briefs; court fees incidental 
to appeals. 

General Court Costs and Fees: Entry fees and other court costs, 
and other fees not includable in Losses. Note: Interest and costs 
assessed as part of or subsequent to judgment are includable in 
Losses. 

Medical Testimony: Fees and expenses of medical witnesses for 
attendance Ol' t stimony ·at trials or hearings ("Medical" includes 
pl1ysicians, surgeons, chiropractors, chiropodists, dentists, osteopaths, 
vet eri:na:d ans, and hospital representatives). 

Expert Witnesses: Fees and expenses of expert witnesses for 
attendance or testimony at trials or hearings. 

Lay Witnesses: Fees and expenses of lay witnesses for attendance 
or testimony at trials or hearings. 

Service of Process: Constables', sheriffs' and other fees and ex­
penses for service of process, including subpoenas. 

Transcripts of Testimony: Stenographers' fees and fees for tran­
scripts of testimony. 

Medical Examinations: Fees for medical examinations, fees for 
performing autopsies, fees for impartial examination, x-rays, etc., for 
the purpose of trial and determining questions of liability. This does 
not include fees for medical examinations, x-rays, etc., made to deter­
mine necessary treatment, or made solely to determine the extent or 
continuation of disability, or first aid charges, as such fees and 
charges are includable in Losses. 

Miscellaneous: Costs of appraisals, expert examinations, surveys, 
plans, estimates, photographs, maps, weather reports, detective re­
ports, audits, credit or character reports, watchman . .Charges for hos­
pital records and records of other kinds, notary fees, certified copies 
of certificates and legal documents. Charges for Claim Adjustment 
Services by underwriting syndicates, pools and associations. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in Allowances to Managers and Agents. 
Payments to State Industrial Commissions (see Taxes, Licenses 

and Fees). 
Payments to claim adjusting organizations except where the ex­

pense is billed specifically to individual companies (see Boards, Bu­
reaus and Associations). 

Cost of services of medical examiners for underwriting purposes 
(see Surveys and Underwriting Reports). 

Salvage and subrogation recovery expense, rewards, lost and found 
advertising, expenses for disposal of salvage. Such expenses shall be 
deducted from salvage. 

Any expenses which by these instructions are includable elsewhere. 

TI cg i;; Le l', Mn.rc h, 1960, No. fil 
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Separation of Claim Adjustment Services: 
The Statistical Plans filed by certain rating bureaus contain defini­

tions of "Allocated Loss Adjustment Expenses" which exclude for 
rating purposes certain types of claim adjustment services as defined 
herein. For the lines of business thus affected, companies which are 
members of such rating bureaus shall maintain records necessary to 
the reporting of Claim Adjustment Services-Direct, as defined in 
Statistical Plans, and other than as df'fined in Statistical Plans. 

b. Reinsurance Assumed 

Include: Claim adjustment expellRPs in hills rendered hy ceding 
companies. 

c. Reinsurance Cederl 

Include: Claim adjustment expenses billed to assuming insurers. 
2. Commii;sion and Brokerage 
a. Direct 

Include: 
All payments, reimbursements and allowances, on direct writings, 

computed as a percentage of premiums for production, management 
or other services to managers, supervising general agents, general 
agents, regional and district agents, local agents, office agents, brok­
ers, solicitors, and other producers and agents. 

Commissions and brokerage to employees when the activities for 
which the commissions are paid are not a part of their duties as 
employees. 

Exclude: 
CJmpensation to employees except as noted above (see Salaries). 
Allowances, reimbursements and payments not computed as a per-

centage of ·premiums (see Allowances to Managers and Agents). 
Expenses involved in transactions between insurance companies 

(see Joint Expenses; Commission and Brokerage-Reinsurance As­
sumed and Ceded; Expenses for Account of Another; and Income 
from Special Services). 

Contingent commission (see Commission and Brokerage-Contingent). 
Fees of investment counsel (see Legal and Auditing). 
Expenses includable in Boards, Bureaus and Associations. 
Taxes on premiums (see Taxes, Licenses and Fees). 
Commission received for special services such as loss adjustment 

and inspection not related to policies issued by the company (see 
Income from Special Services). 

b. Reinsurance Assumed 
Commission and allowances of every nature on reinsurance assumed 

including tax and board allowances and reinsurance brokerage, except 
contingent commission, shall be included in Commission and Brokerage­
Reinsurance Assumed. 

Exception: Where commission and allowances under reinsurance 
assumed take the form of accurate proportions of actual expenses 
incurred, as in some quota share and pooling agreements, entries shall 
be made to the actual expenses. 

c. Reinsurance Ceded 
Commission and allowances of every nature 011 reinsurance ceded 

including tax and board allowances and reinsurance brokerage, except 
contingent commission, shall be included in Commission and Brokerage­
Reinsurance Ceded. 

l1u;;·iHlel', Jvfarch, 1961), No. 51 
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Exception: Where commission and allowances under reinsurance 
ceded take the form of accurate proportions of actual expenses in­
curred, as in some quota share and pooling· agreements, entries shall 
be made to the actual expenses. 

Note: Examples Relating to the •rreatment of Commission on Re­
insurance Assumed and Reinsurance Ceded: 

1. ompq.ny A cedes busl ne1rn Lo 'o'ml)a11y n u11do r a Lreaty spnclfyin~ 
a commission o( 3~% and an o.'Jlowance {or l.llxos o.11d boo.1·d fees r 6%. 
On lhe lltll.L m ·Ill fl ! d by Company A. both th $ij% autl tho 6 ,l> slw.ll 
be entered 111 .Commiss i n and Brokeruge-tl.einaui:ance ocl d. On tll 
slalenwnl fl lod hy '.1rn1 1111ni• H. f)111h til f' :15 % 1u1d Ll• <o. fl % ~l11tl l lw nt.•r,· rl 
in omrttlsslon a t1d BroJc rag -Ueln1rnr·au • A1111u111ed. 

2. Company A cedes 10% of all its business to Company B under an 
agTeement whereby Company B pays 10 % of all actual expenses, on 
such business, incurred by Company A. Assume the expenses of Com­
pany A on the business relnsured as follows: 

Paid on 
·written 
Business 

Commission and Brokerag·e-Direc t -------------·---------------$100, 000 
flalaries ---------------------- - --- - .. - - ----- -------------- - - --- 3 0, 0 on 
Rent and Hent Items ------------ --------------------- - - ----- - 7.000 

i~~~'t~~.f. ~r~ ~~~~i_0_~~,~~-=============== ==::::::::::::: :::::::::::::::::::::::::::: ~:ggg 
Surveys and Underwriting Heports ---------------------- - - ---- 8,000 

Total ---------------------------------------------------$157,000 

Note: These are not intended to show the complete list of 
P.Xpenses involved but are given only for illustralive pu1·posr.,. 

On the statement filed by Company A the cnmmission and 
allowances by Company B shall be credited as follows: 

Pa'<l on 
vVritl<"n 
Bu::::iPPC!Q 

Commission and Brokerai,;·e-Reinsuranee Ceded --------- - --- - --$ 
Salaries ------------------------------------------------------
Rent and Rent rt~ms ----- ------
Printing and Stail01101·y ------------- ------
Postage, etc. ------------------------ ----- ---------------
Surveys and Underwriting Reports --------------------------- -

10.000 
3.000 

700 
700 
i;nn 
800 

Total ---------------------------------------------------$ 15.700 

On the statement filed by Company B the rommission and 
allowances made to Company A shall be debited as follows: 

Pa:d on 
\'Vritten 
Ilusines.(; 

<"omnllssit 11 and Brokeragc-Reinsu ranee Assumed -------- - - ---$ 10,000 
Salat·les ------------------------------------------------ 3,ooo 
Rent and ll"nt Tlems ------- - --------------- 700 
Printing and Sti.t lo n t•y - -------------------------- 700 
Postage, etc. ------------------------------ ---- 500 
Surveys and Underwriting· Reports --------------------------- 800 

Total ---------------------------------------$ 15. 700 

d. Contingent-Net 

Include: 
Contingent or profit commission paid. 
Contingent or pmfit commission received. 
Contingent commission to employees when the activities for which 

the contingent commission is paid are not a part of their duties as 
employees. 

e. Policy and Membership Fees 

Include: 
Policy and membership fees retained by, or paid t.o, agent;;. 

Ht>~·is!er, JVI>crch, 1960, N'o. r.1 
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Policy and membership fees to employees when the activities for 
which the policy and membership fees are paid are not a part of their 
duties as employees. 

3. Allowances to Managers and Agents 

Include: Net allowances, reimbursements and payments for expenses 
of every nature, not computed as a percentage of premiums, to man­
agers, agents, brokers, solicitors, and other producers. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Exp nses of management where one insurance company has been 

appointed manager for another (see Joint Expenses; Commission ·and 
Bt kt>xage-Reh1sw·ance Assumed and Ceded; and Expenses for Ac­
count of Another). 

Contingent commission (see Commission and Brokerage-Contingent). 
Policy and membership fees (see Commission and Brokerage-Policy 

and Membership Fees). 
Expenses in connection with owned real estate (see Real Estate 

Expenses). 
Amounts representing exact reimbursements for Losses; Taxes, 

Licenses and Fees; Boards, Bureaus and Associations; and Advertis­
ing; where only the minimum space required by law is taken. 

Amounts representing exact reimbursements for Claim Adjustment 
Services, Surveys and Underwriting Reports and Audit of Assureds' 
Records when these services are performed by others than employees 
of managers, agents, brokers, solicitors or other producers. 

4. Advertising 

Include: 
Cost of' the following: Services of advertising agents; public rela­

tions counsel; space in newspapers, periodicals, billboards, programs, 
and other publications; circulars, pamphlets, calendars and literature 
issued for advertising or promotional purposes; drawings, plates, 
etchings, etc., in connection with advertising; all charges for print­
ing, paper, etc., in bills covering advertising; radio broadcasts; pros­
pect and mailing lists; signs, frames, medals, etc., for agents; 
souvenirs for general distribution; directory listings; house organs 
similar publications distributed to others than employees; and adver­
tising required by law when more than the minimum space required 
to comply with the law is taken. 

Exclude: 
Compensation to employees (see Salaries). 
Items includable in Travel and Travel Items, Claim Adjustment 

Services, and Boards, Bureaus and Associations. 
Cost of literature, booklets, placards, signs, etc., issued solely for 

accident and loss prevention (see Surveys and Underwriting 
ReJ~orts). 

Advertising and business d velopment expenses allowed, reimbursed 
or paid to managers, agents, bl'okers, solicitors, and other producers 
(see Allowances to Managers and Agents). 

Cost of help w'nnted adve~'tiaing (see Employee Relations and 
Welfare). 

Cost of advertising in connection with owned l'eal estate (see Real 
Estate Expenses). 
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Cost of house organs and similar publications for the use of em­
ployees (see Printing and Stationery). 

Donations to organized charities (see Miscellaneous). 
Cost of souvenirs not generally distributed (see Travel and Travel 

Items). 
G. Boards, Bureaus and Associations 

Include: 
Dues, assessments, fees and charges of: underwriters' boards, rat­

ing organizations, statistical agencies, inspection and audit bureaus; 
underwriters' advisory and service organizations including such 
organizations as Insurance Executives Association, and Association 
of Casualty and Surety Companies; accident and loss prevention 
organizations; claim organizationR; underwriting syndicates, pools 
and associations such as Factory Insurance Association, Oil Insur­
ance Association, assigned risk plans (except Commission and Broker­
age; Claim Adjustment Services; and Taxes, Licenses and Fees); and 
specific payments to boards, bureaus and associations for rate man· 
uals, revisions, fillers, rating plans 'and experience data. 

Exclude: 
Cost of inspection, engineering or accident and loss prevention 

billed specifically to individual companies (see Surveys and Under­
writing Reports). 

Loss adjustment expenses billed specifically to individual companies 
(see Claim Adjustment Services). 

Allowances under reinsurance contracts for board and bureau ex­
penses (see Commission and Brokerage-Reinsurance Assumed and 
Ceded). 

Payments to State Industrial Commissions (see Taxes, Licenses and 
Fees). 

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

Commission and Brokerage, Claim Adjustment Services, and Taxes, 
Licenses and Fees of underwriting syndicates, pools, and associations 
such as Factory Insurance Associations and Oil Insurance Association. 

Cost of survey, credit, moral hazard, character and commercial re­
ports obtained for underwriting purposes (see Surveys and Under­
writing Reports). 

Cost of commercial reporting services (see Surveys and Under­
writing Reports). 

Dues and subscriptions to social or civic clubs or affairs (see Travel 
and Travel Items). 

Dues and subscriptions to accounting, legal, actuarial or similar 
societies and associations (see Travel and Travel Items). 

6. Surveys and Underwriting Reports 

Include cost of the following: 
Survey, credit, moral hazard, cha1·acter and commercial reports 

obtained for underwriting purposes. 
Commercial reporting services. 
Appraisals for underwriting purposes. 
Fire records. 
Inspection, engineering, and accident and loss prevention billed 

specifically. 
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Literature, booklets, placards, signs, etc., issued solely for accident 
and loss prevention. 

Maps and corrections. 
Services of medical examiners for underwriting purposes. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in Boards, Bureaus and Associations; Claim Ad-

justment Services; and Allowances to Managers and Agents. 
Cost of character or credit reports on employees or applicants for 

employment (see Employee Relations and Welfare). 
Fees for physical examination of employees or applicants for em­

ployment (see Employee Relations and Welfare). 

Income from inspections, which shall be classified in accordance 
with the instruction -"Income from Special Services". 

7. Audit of Assureds' Records 

Include: Auditing fees and expenses of independent auditors for 
auditing payrolls and other premium bases. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in Claim Adjustment Services. 
Items includable in Allowances to Managers and Agents. 
8. Salaries 

Include: 
Salaries, bonus, overtime, contingent compensation, pay while on 

leave, dismissal allowance, pay while training and other compensa­
tion of employees. 

Commission and brokerage to employees when the activities for 
which the commission is paid are a part of their duties as employees. 

Exclude: Salaries or wages of janitors, caretakers, maintenance 
men and agents paid in connection with owned real estate (see Real 
Estate Expenses). 

9. Employee Relations and Welfare 
a. Pensions and Insurance Benefits for Employees 

Include: 
Cost of retirement insurance. 
Payments or appropriations to funds irrevocably devoted to the 

payment of pensions or other employees' benefits. 
Pensions or other retirement allowances. 
Accident, health and hospitalization insurance for employees . 
Group life insurance for employees. 
Workmen's compensation insurance. 
Payments to or on behalf of employees under self-insurance. 
Any other insurance for the benefit of employees. 

Exclude: 
Cost of insurance on lives of employees when the company is the 

beneficiary (such cost shall not appear among expenses, but shall be 
charged to surplus). 
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Payments 01' :~ppropriations to pe11sion unds not irrevocably de­
voted to the payment of p n ions or othei· employees' benefits (such 
payments or appropriations shall not appear among expenses). 

Items ·includable in Real E~tate ExpensE'.s. 
All other types of insurance premiums. 
b. All Other 
Include cost of: 
Advertising-help wanted. 
Training and welfare of employees. 
Physical examinations of employees or applicants for employment. 
Character or credit reports on employees or applicants for employ-

ment. 
Gatherings, outings and entertainment for employees. 
Visiting nurse service for or on behalf of employees. 
Medical and hospital bills for employees (not covered by 9-a). 
Direct payments, other than salaries, to employees for injury and 

sickness (not covered by 9-a). 
Supper money. 
Donations to or on behalf of employees. 
Food and catering for employees. 

Exclude: 
Salaries, bonus, overtime, contingent, pay while on leave, dismissal 

allowances, pay while training and other compensation of employees 
(see Salaries). 

Items includable in Real Estate Expenses. 
Cost of house organs and similar publications (see Advertising·, and 

Printing ·and Stationery). 
10. Insurance 

Include:' 
Fidelity or surety bonds covering employees and agents. 
Burglary, and robbery insurance premiums. 
Public liability insurance premiums (Exel. owned Real Estate). 
Premiums for insurance on office contents. 
Cost of insurance on automobiles. 
All other insurance premiums not specifically provided for in other 

operating •accounts. 

Exclude: 
Items includable in Employee Relations and Welfare. 
Items includable in Real Estate Expenses. 
11. Directors' Fees 

Include: 
Directors' fees and other compensation of directors for attendance 

at board or committee meetings. 
Other fees, compensation, and expenses paid to directors. 

Exclude: Commission to directors for the production of business 
(see Commission and Brokerage-Direct). 

12. Travel and Travel Items 

Include: 
Tr·ansportation, hotel, meals, postage, telephone, telegraph, express 

and incidental living expenses of employees while traveling. 
Expenses for transfer of employees. 
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Depreciation, repairs and other operat.ing expenses of automobiles. 
Rent of automobiles. 
Fees for automobile license plates. 
Cost of transportation, hotel, meals and entertainment of guests. 
Cost of favors and presents given or extended to others than 

employees. 
Cost of souvenirs not generally distributed. 
Dues ·and subscriptions to social or civic clubs or affairs. 
Dues and subscriptions to accounting, legal, actuarial, or similar 

societies and associations. 

Exclude: 
Items includable in Salaries; Advertising; Commission and Broker­

age; Taxes, Licenses and Fees; Boards, Bureaus and Associations; 
and Equipment. 

Cost of gatherings, outings, etc., and entertainment for employees 
(see Employee Relations and Welfare). 

Travel and travel items paid, reimbursed, or allowed to managers, 
agents, brokers, solicitors and other producers (see Allowances to 
Managers and Agents). 

Items includable in Real Estate Expenses. 
Donations to organized charities (see Miscellaneous). 
Cost of souvenirs for general distribution (see Advertising). 
13. Rent and Rent Items 

Include: 
Rent of home office and branch offices. 
Rent for space occupied in buildings owned. 
Light, heat, power and water charges in leased premises. 
Interest, taxes, etc., paid in lieu of rent for leased premises. 
Cost of alterations and repairs of leased premises . 
.Rent of storage, safekeeping and warehouse space. 
Rent of safe deposit boxes. 
Rent of post office boxes. 
Time clock service charges. 
Cost of cleaning, towels, ice, water, electric lamp replacements and 

other expenses incidental to office maintenance. 

Exclude: 
Compensation to employees (see Salaries). 
Rent of furniture, equipment, and office machines (see Equipment). 
Rent of automobiles (see Travel and Travel Items). 
Rent allowed, reimbursed, or paid to managers, agents, brokers, 

solicitors and other producers (see Allowances to Managers and 
Agents). 

Items incluclable in Real Estate Expenses. 
Rent income from owned real estate. 
14. Equipment 

Include: 
Rent and repairs of furniture, equipment and office machines in­

cluding printers' equipment, postage machines and punched card 
equipment. 

Depreciation on furniture, equipment and office machines. 
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Exclude: 
Compensation to employees (see Salaries). 
Rent, repairs and depreciation of automobiles (see Travel and 

T1·avel Items). 
Cost of alterations and repab:s of leased premises (see Re11t a11d 

Re11 t Items) . 
Equipment .expenses allowed, reimbuJ:sed or paid to 1n~nagers, 

agents, brol~ers, solicitoTs and other prorh1cers (see Allowances to 
Managers and Agents) . 

Items i11clu<lable in Real Estate Exr)Emses. 
115. P1·h1tii1g ~md Stationery 

Include cost of the following: 
Printing, stationei:y and office supplies such as l.ettel'11eads, envel­

opes, papel' stock, printed fom1s or manuals, adding .machine tape, 
carbon 1mpe1·, bindei::s and posts, 11hotost~it ic copies, pencils, pens, 
leacls, h1k, glue, stamps and stamp pads, staplel', staples, clips and 
pins, desk wp equip111ent (calenda1's, trays, etc.), waste basketsi 
analysis p1ads, ledgers, jm,1rnals, minute books, etc. 

Policies and policy forms. 
Punch ca1·ds. 
ffouse organs and similar publications for the use of employees. 
Books, newspapers anti pe1·iodicals including investment, tax and 

legal publicatio11s and services. 

Exclude: 
Compensatiou to employees (see Salai:les) . 
Specific payments to boards, bureaus and associations for rate 

ma11uals1 revisions, fillel's, ratil1g plans and experience data (see 
Boards, Bureaus and AssociatJons). 

Cost of .literature, booklets, pla.cards, signs, etc., issued solely fo1· 
accident and loss prevention (see Surveys and Underwrlting Re­
ports); items incJudable in Claim Adjustment. Serv.ices; ihems includ­
ahle in Advertising; printers' equ ipment in company owned lJ1'inting 
departments (see EqtllJ?men:t) ; printing a.nd statione1·y allowed, l'e­
imbursed or paid to managers, agents, bl'oke:rs, soHcitors and othel' 
producers (see Allowances to Managers a·nd Agents;); house organs 
a·nd similar publications distributed to others than employees (see 
Adve1·tising); commercial 1·eporting se1·vjces (see Surveys and U11der­
wTiting Reports); •nnd i tems inc1udable 'in Real Estate Expenses. 

16. Postage, Telephone and 'felegtapb, Excha11ge and Expres$ 

Include: 
E'Xpress, 'frelgl1t and ca.l'tage. 
Postag·e. 
Cost of telephone and telegrams, cables, radiogJ•ams a11d ~eletype. 
Bank charges for collection and exchange. 

Exclude: 
Compensation to employees (see Salaries) . 
Rent, i·epah·s ·a;n.d depreciation of posti~ge. machines (see Equip• 

ment). 
Posta.ge, telephone, telegl:i;iJlh and express of employees while travel­

ing (se.e Travel !);nd Tl'.~\vel Items). 
Postage, telephone and telegmph, excJ1ange, and ex1H·ess allowed, 

reimbursed Ol.' paid Lo ma:nagers, agents, b1·okers, soHci.tors and othor 
produce1·s {see A llowa.nces to Manage1·s and Agents). 
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Profits or losses resulting from exchange or remiltances to Home . 
Office by a United States Branch. Such profits or losses shall not be 
included in expenses. 

Items includable in Real Estate Expenses. 
Rent of post office boxes (see Rent and Rent Items). 
17. Legal and Auditing 

Include: 
Legal retainers, fees and other legal expenses (except on losses 

and salvage). 
Auditing fees of independent -auditors for examining records of 

home and branch offices. 
Cost of services of tax experts. 
Fees of investment counsel. 
Registrar fees. 
Custodian fees. 
Trustees' fees. 
Transfer agent fees. 
Fees and expenses of others than employees, for collecting balances. 
Notary fees. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in Claim Adjustment Services. 
Items includable in Real Estate Expenses. 
Cost of auditing of assureds' records (see Audit of Assureds' 

Records). 
18. Taxes, Licenses and Fees 
a. State and Local Insurance Taxes 

Include: 
State, county and municipal taxes, licenses and fees based upon 

premiums. 
Fire Patrol ·assessments. 
Payments to State Industrial (or other) Commissions for admin­

istration of Workmen's Compensation or other State Benefit Acts (in­
cluding assessments for administering Financial Responsibility Laws) 
regardless of basis of assessment. 

Net payments to State Security Funds, Reopened Case Funds, Sec­
ond Injury Funds 1and other State Funds, when construed by the com­
pany as operating expenses, regardless of basis of assessment. 

Exclude: Allowances for taxes under reinsurance contracts (see 
Commission and Brokerage-Reinsurance Assumed and Ceded). 

b. Insurance Department Licenses and Fees 

Include: 
Agents' Licenses. 
Certificates of authority, compliance, deposit, etc. 
Filing fees. 
Fees and expenses of examination by insurance departments or 

other governmental agencies. 

Exclude: Items includable in Claim Adjustment Services. 
c. Payroll Taxes 
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Include: 
Old age benefit taxes. 
Unemployment insurance taxes. 

Exclude: Payroll taxes includable in Real Estate Taxes. 
d. All other (excluding Federal and Foreign Income and Real 

Estate) 

Include: 
Qualifying bond premiums. 
Statement publication fees. 
Advertising required by law. 
Personal property taxes. 
State income taxes. 
Capital stock taxes. 
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 not assignable under a., b., and c. of this sub­

paragraph and not otherwise excluded. 

Exclude: 
Cost of advertising required by law where more than mm1mum 

space required to comply with the law is taken. Such expense shall 
be included in Advertising. 

Real estate taxes, licenses and fees (see Real Estate Taxes). 
Items includable in Claim Adjustment Services. 
Fees for automobile license plates (see Travel and Travel Items). 
Federal and foreign income tax. 
Sales taxes, etc., included on invoices of vendors. Such taxes are 

to follow allocation of cost of items purchased. 
19. Real Estate Expenses 

Include: 
Salaries, wages and other compensation of janitors, caretakers, 

maintenance men and agents paid in connection with owned real 
estate. 

Cost of operating and maintaining owned real estate. 
Cost of insurance in connection with owned real estate. 
Cost of advertising in connection with owned real estate. 
20. Real Estate Taxes 

Include: Taxes, licenses and fees on owned real estate. 
21. Miscellaneous 
Include: Expenses not listed as includable in other operating ex­

pense classifications, and not analogous thereto. Specifically, the fol­
lowing shall be included: 

Cost of tabulating service when such service is rendered by outside 
organizations. 

Amounts received and handled in accordance with the instruction 
"Income from Spedal Services". 

Donations to organized charities. 
Differences between actual amounts paid, and amounts apportioned 

in accordance with the instruction "Joint Expenses". 
22. General Instructions in Connection With Operating ExpPnse 

Classifications 
a. Joint Expenses 
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Whencvel' personnel 01· facilities are used i11 t:u11mwn oy two 01 

more companies, or whenever the personnel or facilities of one com· 
pany are used in the activities of two or more companies, the expenses 
involved shal! be apportioned in accordance with the regulations 
relating to Joint Expenses, and such apportioned expenses shall be 
allocated by each company to the same operating expense classifica­
tions as if the expenses had been bome wholly. Any difference be­
tween the actual amount paid, and the amount of such apportioned 
expenses shall be included in the operating expense classification 
"Miscellaneous". 

This insti·uction does not apply to the allocation of the following, 
which are covered by separate instructions herein: 

Reinsurance commission and allowances (sec Commission and 
Brokerage-Reinsurance Assumed and Ceded). 

Commission and brokerage paid to managers and agents (see Com­
mission and Brokerage-Direct). 

Allowances to managers and agents (see Allowances to Managers 
and Agents). 

Expenses allocable in accordance with the instruction "Income from 
Special Services". 

b. Expenses for Account of Another 
\.Yhenever expenses are paid by one company for account of an­

other, the payments shall not appear among the expenses reported 
by the former, and shal! be included by the latter in the same expense 
classifications as if originally paid by it. 

c. Income from Special Services 
·whenever an insurance company receives compensation for sales 

or services, such as loss adjustment or inspection not related to poli­
cies written by the company, and such compensation is not calculated 
as a joint· expense reimbursement, the amount thereof shall be in­
cluded in the operating expense classification "Miscellaneous". Where 
an insurance company pays the compensation, allocation shall be made 
to the expense classification dictated by the nature of the expense. 

This instruction is of limited applicability and does not apply to 
the allocation of the following, which are covered by separate instruc­
tions herein: 

Reinsurance commission and allowances (see Commission and 
Bl'Okerage-Reinsurance Assumed and Ceded). 

Expenses incurred for the benefit of companies in the same group 
or fleet. Such expenses are covered by the instruction "Joint 
Expenses". 

d. Analogous Items 
The lists of expenses incluclable in the operating expense classifica­

tions are representative and do not exclude analogous items which 
are omitted from the lists. 

Note: 
IND EX 

To Subsection (1) of vVls. Adm. Code section Ins 6. 30 

The refornnees are to subpal'a graphs in paragraph (b) of subsection (1). 

A ccide nt o.nd loss pl'eve ntion billed specith·ally--6 
Accident and loss prevention llterature- ·-6 
Accident and loss prevention org anizations--·!i 
Accident insurance for employce s - 9-a 
A c counting· societie.•, dues and sul>scriptions to---12 
Actuarial societies, dues and subscriptions to-U 
Adding machine tape-15 
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A<ljusters-1-a 
Adjustment services-1 
1\d vertising·, operating· expense classificalion-'l 
Advertising, help wanlecl-9-h 
Advertising in connection \Vi lh u'vnecl real cstale-- l!J 
Advertising required by law when only the miniillum space 1•ct1u ired by 

law is taken-18-d 
Advertising require<] by law when more than the minimum spai:e re­

quired by law is taken-'! 
Advisory organizations- G 
Ag·ents' allowances, reimbursements and payments compute<] as percent­

ag·e of prerniun11:;--:::!-a 
Agents' allowances, reimbur~ements an<l payments not computud as per-

c..:entag;e of pre1nilnns-~ 
Agents' licens<'s--18-IJ 
Allocated Joss adjustment expenseH- 1-a 
Allowa~ces to n1ana9ers and agents, operating cxpen:-;1~ cla:-;:-;iHcu.lion--3 
Alterations and repairs of leased premises-1:·: 
Analogous items-22-d 
Analysis pads-lG 
App ti.I coStB r e latltlg' Lo •IJ.LllJI u.djuslui .ul- 1- a 
Appnillra ls r•> latlng- tu claim t>1U11slmo nl~ 1 - 11 
Ap.J:l i'a l s1i ls 1'1>1• tu ii.I• nv rl li u g' J u_1·po$•;>1- !l 
Aasr.s~menls Col' Dre _po.L t·o l- l.8-a 
AllBC8~m nl~ o.f board ,.

1 
bureaus 1L11d u.s!l i r· la t,1, .11 !l - ri 

A S!J(lclo.Ll ous, UJJUel'\V"J' ll l'l/,\"--li 
ttoni ya• f 1~ c1:1 1• lnllng to '\ IJ.Lilll a.dj111;Li111ml- t -a 

.Altorney,.· fecs-- 'l 7 
Audit bureaus-G 
Audit. of assu~eds' records, operallng expense classifkalion-7 
Aud1t111g relatmg to claim adjustment-1-a 
Auditing fees of independent auditors for auditing payrolls and other 

premium bases-7 
Auditing fees of independent auditors for examining records of home 

and branch offices-17 
Automobiles, depreciation, rent, repairs and expenses of-12; insurance 

of-10 
Automobile license plates-12 
Bank charges for collection and exchang·e-16 
Blllboards-4 
Binders and posts-15 
Iloard n ll t wu.n 1~es, r lu1.mJ"C1.11 '41-2- 1.J, 2-c 
Boanls, 1Ju1· n.us SI.lid t\Bsocl1tt1011R, operating· expense classiflcation- G 
Bonds covodni; 01 11 p loyeo~-1. 0 
Bonds, p1·e111ltt:m cost, l'ela.tlng lo claim adjustment-1-a 
Bon us Lu 'orn p!o y C-"·---8 
Booklets ·for 1.v·11ld nt <~ 11t1 loss prevention-6 
Iloolrn, nowsJHlP ' l's a.ucl periodicals including investment, tax and legal 

publil.'n.tlons •.f.Jld sorvices-15 
Ilranch otllce n~ul-18 
Broadcasts-4 
Brokerag·e to employees when the al'llvlLI •s ror whl ·h the commissions 

are paid are not a part of theil' (Juli 13 tl.s emµ loyes-2-a 
Brokerage to employees when the IL<:'UvHle>1 ro 1· \ h lc h the commissions 

are paid are a part of their dut l 'H ns rH1111loy · 8 
Brokerage, direct-2-a 
Brokerage, reinsurance assumed-2-b 
Brokerage, reinsurance ceded-2-c 
Brolrnrs' allowances, reimbursements and payments computed as a per­

centage of premiums-2-a 
Brokers' allowances, reimbursements and payments not computed as a 

percentage of premiurns-.3 
Bureaus-5 
Burglary an<l robbery insurance premiums-10 
Business licenses-18-a, 18-b, and 18-d 
Cables-16 
Calendars for advertising· purposes-4 
Capital stock taxes- 18-d 

ari;lon pap e 1·- tr. 
a.r tu.g , x111· .,,,~ a 11<1 rrelght-1U 
uterlng for orr111loy es-U-h 

IJ r t l:fi ate.~ .. r '""'Il l lla11 · 18-1 1 
Ohltr gcB tor laim Mljmnment serviaes of un1hwwrlLlng po~> ls, aymJ l­

.;:at .s ancl llf.i •:HHilal lnns-l-u. 
haracter or ,,,. ·d i repo rts r e l a.t lr1g lo •ltl.lm acl Justmcut- 1-a 

.~h.tLraote.r i· •ports lnr 1inrle 1•wTHl.11 g DUl'P s 11- 6 
ha raf'l el' l ' t' JlO 1·111 P ll UlU l'ilt Y .c!<-9- 11 

Oltar l \lc~ . <:o n ti•l l,11tlonH lo--~ I 
l'lt«•11lur::i. urlv 1·t l 1<111g ln~I 
•~lvl<' l ulJs. llµei; u,ml Sl!b ,...1!1' ifJLl<1111J Lo- 1:: 
n Jaim u,1U1.1slmc, 11 t anrvlce,., opcrn I h1g x .penl! cla11l!I tktd 11111 

IO. llll 1Lill11,.tm,..n t s rvlo• ' S, ~ · ~ p111· nl1011 of~1-a 
Cla l111 .11·gnni>m.llon A--11 

RP.g·islm-, JVfarch, 1960, No. 51 

• 



r 

WISCONSIN ADMINISTRATIVE CODE 143 

l~leaning· cosls-13 
Collection charges of bauks-lG 
Collection fees and expenses of others Oum employees for collecti11;; 

halances-1 7 
( ~onHnercial reports-6 
Com1nercial reporting services-6 
( ~onunission and brokerage. operating expense e]assifi.ealion-!! 
Commission and brokerage, direcl-2-a 
Connnission and brokerage, reinsurance assurued-~-lJ 
<~onullission and brokerage, reinsurance ceded-:J-1: 
Commission and brolturu.ge, tax u.nd !J.oar~I a.llowa n <:ea- 2-IJ. i- e 
Commission and brokll m g e, r· ln11untn '" b r·ok twitg' - i - 11, ::- · 
Commission and brokerage, Q,on Li llh~e1 1 l or proll L__:i-1J 
Commission and br ke i·age, J)u ll .. y aurl n1,.111J,1('1'f:lh l11 !eoa-~-
Commission to ernp l riYeel:I wil i1 Lh ti. :llv ll l "11 for whl 'h Lh > ·um111iH.Yio11s 

a r e. po.id are a part of their dulies as r<mpJoyees-8 
1~011111 IHH l·On UJ1del' quot.a share and pool agTeements-~-b. 2-c 
Con11)e nsal io11 inHurance-9-a 
Cornj'l nsation to ja11itors, caretakcrH, ete., paid in con11eetio11 witl1 

own (1 real eRtale-'-H 
Compensation lo employees-8 
Conlingent con1n1ission-i-d 
Contribulions to employees-~-IJ 
Contributions to organi7.ed eharities-21 
Copies of cerlificates and documents relating· lo clai111 adjusl111cnl-J -a 
Corporation licenses-18-a, 18-b, and 18-d 
Court costs relating to claim adjustrnent-1-H 
County and municipal taxes, licenses and fees-18-a 
Credit or character reports relating to claim adjustment-1-a 
Credit or character reports for underwriting· purposes-6 
Credit or character reports on employees or applicants 

for employment-9-b 
Custodian fees-17 
Depreciation of automobiles-12 
Depreciation of furniture, equipment and office machines-14 
Desk top equipment-15 
Detective reports relating· to claim adjustment-1-a 
Direct, claim adjustment services-1-a 
Direct, commission and brokerag·e-2-a 
Directors' fees, operating expense classification-11 
Directory listings-4 
I >ismissal allowances to employees-8 
District agents, payments to-2-a and :J 
Documentary stamps on reinsurance-18-d 
nocuments relating to claim adjustment-] -fL 
llonations to employees-9-b 
Donations to organized charities-21 
I >1·awings in connection with advertising·_,, 
llnes and subscriptions to accounting, leg·al, aduarial 01· similat' socie-

ties-12 
I )ues to social clubs or affairs-12 
llues to boards, bureaus and associations-5 
Electric lamp replacements-13 
J•imployees, commission and brokerage to-2 and 8 
Employees' expenses while traveling-] 2 
Employe relations and welfare, operating expense clas,gification-9 
Engineering billed specifically-6 
Entertainment for employees-9-b 
Entertainment of guests-12 
Entry fees relating to claim adjustment-1-a 
Envelopes-15 
Equipment, operating expe nse cla.ssl li.cnl\011- l •I 
Equipment, rent, repairs nntl depr cla Llon r-·14; msurance of-10 
Etchings in connection w l Lb a.dvel'tlsllur-~ 
Examinations, medical, relating to claim adjustment-1-a 
Exchange-16 
Expenses for account of another-22-b 
Experience data-5 
Expert: wlt11e~ses 1• In.ling lo '·lal'ln RdJust1x10ul-l-a 
Expr11ss, Creig h t 1\11< car t.t g -16 
Expr ss, freight. aha ca, rt(Lge of e 1ffp luy s wh l l lravcl h~i g-12 
Favors n.11d pre.senta g iv e n to otbers than emp.l oyees--12 
Fees and ex1~e n ~el:I ot oth r s than o n1ploye e11 for coll c tl ng balanc<'s-17 
Fees fo r iwtomohile li cr;m~e J>lo.les-12 
Fees for insurance department examinations-18-b 
Fees, medical, relating to claim adjustment-1-a 
F'ees, notary, relating- to claim adjustment-1-a 
Fees, notary-17 
Ttiees of boards, bureaus aucl asHociations-rl 
Fees on owned real estate-20 
Fees paid to directors-11 
Fees, taxes and licenses-18 
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J<'idelity lJonds covering employees-10 
Filing fees-18-b 
Fire patrol assessments-18-a 
Fire records-6 
l~ood for employees-9-b 
Frames for agents-4 
Freight, express and cartage-16 
Furniture, depreciation, rent and repairs of-14; insurance of-10 
Gatherings for employees-9-b 
General agents, payments to-2-a and 3 
Gifts to employees-9-b 
Glue--15 
' roup l ife ins ~1 rance f OJ ' cml) loyees-9a 
ucsl:il cosL of t r:u111po1·h1,t lon, hotel, meals and entertainment-12 

]feat. ii;h t, po,vcr and wr~l 1· charges in leased premises-13 
Heallh l1ta11ru,11 e for emp l<>Yees-9-a 
Ue!J> wn.nled fL<lv 1·lislng-U-b 
Horn <; oUlce ro n t- 18 
Ho8Jillla l bill s 1 1.n11Joye s-9- h 
Ho,.1>ital records r ela.th1g to ·l:L1111 aclju.i m 11t- 1-a 
Hosv lta ll zati oll insurn.ucc tor (1ll'q11 oyees- 9-a ' 
Ho t.cJ nxJ) ' nses 1'01· gucias--12 
Hotel expenses fo r emp loyo. s w h i le l1·,.veH11g-- 12 
House organs d i>JL t·lb u ted n ql hers Lh u,n moloyoes--4 
Ho use 0 1·~ar1s .1'0 1: use ot ern ploye a-1.6 
Ice-l:l 
Income from special services-21 and 22-c 
Income taxes, state-18-d 
Independent adjusters-1-a 
Industrial commissions-18-a 
Injury to payments to emp!oyees-9 
Ink-15 
Inspection billed specifically-6 
Inspection bureaus-5 
Insurance, accident-9-a 
Insurance, automobile-10 
Insurance, burglary and robbery-10 
Insurance department examlnatlons-18-b 
Insurance department licenses and fees-18-b 
Insurance, health-9-a 
Insurance, in connection with owned real estate-lU 
Insurance, on office contents-10 
Tnsurance, operating expense classification-lo 
Insurance, public liability- 10 
l nsurance, retirement-9-a 
Insurance, workmen's compensation-9-a 
Interest, taxes, etc., paid in lieu of rent for leased premises-13 
Investment counsel fees-17 
Joint expenses-21 and 22-a 
Journals-15 
Lawyers' expenses relating to claim adjustment-1-a 
Lawyers' fees and expenses-17 
Leased pr .mlaes, osl of alterations and repalrs-13 
Leased prem ises, in terest, taxes, etc., paid in lieu of rent-13 
Leased p r m ises, ligh t, heat, power and water charges-13 
Leave pay for mployees-8 
Ledgers-16 
Legal and auditing, operating expense classificatlon-17 
Legal expenses relating to claim adjustment-1-a 
Legal expenses-17 
Legal societies, dues and subscriptions to-12 
Letterheads-15 
Licenses on owned real estate-20 
Licenses, taxes and fees-18 
l Acense plates, automobile-12 
Life Insurance for employees--9-a 
Light, heat, power and water charges in lPa,Hod prernises--lB 
Literature for accident and loss prevention-6 
Literature for advertising purposes-4 
Local agents, payments to-2-a and 3 
Local insurance taxes-18-a 
I.ass adjustment expenses-1 
Loss prevention billed specifically-6 
Loss prevention literature-6 
Loss prevention organizatlons-G 
Machines, depreciation, rent a11d repairs of--14; insurance of-10 
Mailing lists-4 
Maintaining owned real estate-19 
Managers, payments to-2-a and 3 
Maps relating to claim adjustment-1-a 
Maps and corrections-6 
Marine profits taxes-18-d 
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Meals for employees while traveling-12 
Meals for guests-12 
Medals for agents-4 
Medical bills of employees-9-b 
Medical examinations 1· l t.Ltlng to claim adjustrnent-1-a 
Medical examine1•s , BC 'l'VlCes O! , for underwriting purposes-6 
Medical testimony r e lcLting• to claim adjustrnent- 1-a 
i\Tembership and J > ollc~' f IJ-2 - e 
Minute books-15 
Miscellaneous, operating expense classification-21 
Moral hazard reports-6 
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~ u ni lr,mJ lblld coun ty taxes, licen ses and fees-18-a 
N wspapers, adv r tlsl ng ln-4 
Newapa.per s, b ooks, perlod lcals, etc., including investment, tax and legal 

p u !Jl lcallona o,nd serv lces- 1-5 
Notary fees-17 
llfllt(U'y !ees re lat ing lll l a im l).djnstment-1-a 
N urs 11ervlce to emp loy es--9-b 
Office agents. payments 10-2-11 and 3 

!floe lrla()hln s, de1i 1· •ciat lnll, 1· nt and repairs of- 14; insurance of-10 
Oftlc maintenanee •: X P ns--1a 

ffi ce rent-i8 
Office supplies-15 
Old age benefit taxes-18-c 
Operating expenses of owned real estate-19 
Overtime-8 
Outings for employees-9-b 
Pamphlets, advertising !n-4 
Paper in bills covering advertislng-4 
Paper stock-15 
Payroll audit-7 
Payroll taxes-18-c 
Pencils and pens-15 
Pensions-9-a 
Periodicals, advertising ln-4 
Periodicals, newspapers, books, etc., including investment, tax and legal 

publications and services-15 
Pcr1;tonal prop l' LY taxo;<;-18-d 
PhotograpJJa rein. ti n g· to claim adjustment-! -a 
P hotostaUc ·01i 1e,,-1r, 
P h ys ! "al exR.m natio n s of employees-9-h 
Pins-iii 
Plana1·d s for a.cdtlent and Joss prevention-6 
Plates 111 r.on n e · ton with advertising-4 
Pollpi !I a nd poli cy forms-15 
Poll ·y nnd membership fees-2-e 
Policy claims, investigation and adjustrnent-1-a 
Pools and associations-5 
Pool and quota share agreements-2-b and 2-c 
Post o:fftce boxes, rent of-13 
Postage machines-14 
Postage expenses incurred by employees while traveling·-12 
Postage, telephone, telegraph, exchange and express, operating expense 

classif\cation-16 
Power, light, heat and water charg·es in leased premises-13 
Premium cost of bonds relating to claim adjustment-I-a 
Premium taxes, licenses and fees-18-a 
Premiums for insurance on office contents-10 
Presents and favors g·iven to others than employees-12 
Printed forms-15 
Printers' equipment, rent, repairs and depreciation of-14; 

insurance of-10 . 
Printing and fltAl!o nery, opent ll11g xpense classification-15 
Printing and st11.t10.nory re,laUn1> to cJ11Jm adjustment-1-a 
Printing In I.iii.ls r;over lng o.t'lvn rtlslng- 1 
Process, serv ice or., rolatlng l o c lairi1 a.clj ustment-1-a 
Producers, naym nts lo-2-a, nnd $ 
Profit commission--2-d 
Programs, advertising in-4 
Prospect lists-4 
Public liability insurance premiurns-10 
Public relations counsel-4 
Publication fees-18-d 
Publications, advertising· in-4 
Publications such as house organs, for use of employees-lo 
Punch cards-15 
Punched card equipment-14 
Pmiched card sel·vices-21 
Qualifying bond premiums-18-d 
Quota share and pool ag-reements-2-b and 2-c 
Radio broadcasts-4 
Radlograms-16 
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Hate nuLnnals-G 
l tating· organizations---G 
Hating plans-5 
Heal e.state expenses, operating- expense classiflcation--19 
Heal estate taxes, operating expense classiflcation-20 
H.eg-ional agents, payn1ents to-2-a and :J 
Hegistrar fees-17 
Reinsurance assumed, claim adjustment services-1-b 
Reinsurance assumed, commission and brolcerage-2-b 
Reinsurance ceded, claim adjustment services-1-c 
Heinsurance ceded, commission and brolrnrage-2-c 
Rent and rent items, ope rating expense classiflcation-1~ 
Rent of furniture, equipment and otnce machines-14 
Rent of automoblles-12 
Reopened case funds-18-a 
Repairs and alterations in leased premises-13 
Repairs of automobiles-12 
Repairs of furniture, equipment and office machines-14 
Retirement allowances-9-a 
Retirement insurance- 9-a 
Safe deposit boxes, rent of-13 
Safekeeping, st<:>rage and warehouse space, rent of- 13 
Salaries, operatmg expense classlflcation--8 
Salaries paid in connection with owned refll estate--19 
Second injury funds-18-a 
Security funds-18-a 
Service organizations-5 
Services, tabulating, rende red by outside org·anizalions---21 
Sickness payments to employees- 9 
Signs for accident and loss prevenlion-U 
Signs for agents-4 
Solicitors, payments to--2-a and 3 
Souvenirs for general distribution-4 
Souvenirs not generally distrlbuted-12 
Social clubs, dues and subscriptions to-D 
Space occupied in buildings owned- l:J 
Stamp pads-lfi 
Staples and staplers-lG 
State income taxes-18-d 
State industrial commissions-18-a 
State insurance taxes-18 -a 
State licenses and fees-18-b 
State premium taxes, li<.:enses and fees-18-a 
State security funds-18 -a 
Statement publication fces-l 8-cl 
Stationery-15 
Statistical services-21 
Slnllstlce.l ag n cl H-5 
St nograt'•h l's' f·e:s 1·elo.llr1g to c lulm o.d j ust rne n t-1-a 
Sto ck tuxea-18-fl 
Sl.o ro.g , RR.f ke plug antl wo. 1· house a1>a · . 1·e1rt of-13 
S u bpo1rnas r lo.U ng to t:la im o.dJuettllen L-1-!l. 
Su bscrl 1>tlol'll! l o accoun ting. I ~al , !l ' l \1 ~rtu. l t1n d simila1· socielies - 12 
Sub$<::rl.ptlons to socio.I nr · i lo c lubs 01· afl'(l i r l!--12 
. 'upper mon -Y- 9-I> 
S u1·ety bond. coveri ng 111 1>loy .cs-10 
, m ·vey rep o rt s relalh'IA" lo alaim adjustment-1-a 
S u rveys o.nd und nv-riLing reports. operating· "xpenHc ela~sitlcalio11- - r. 
Syn dlcii.tc.s. u1 1lenvrlli ng~G 
'J'11l)ui a\l n g aervi1·e. :!l 
Ta.J ... 11own.lu:111;, i·ei nsttt'lLth10-2- b ancl 2-c 
Tax expert services-17 
Taxes, interest, etc., paid in lieu of rent J'or leased premi.~el<--1 ~ 
Taxes, licenses and fees, operating expense classiflcatlon-18 
Taxes. real estate-20 
'J'elephone and telegraph- 1G 
'J'elephone and t"lcgraph expen~es of uupJ.1yees while tr·avellng·- 13 
Teletype-1 G 
Time clock service eharg·es-1:1 
Towels-l:l 
'!'raining or mployc s-9-b 
Training po.y of empl oy s-8 
T1·anscrip s o f tr,; i imo·ny relnting· lo eiaim :t<liuHlrnent- 1-a 
Transfer n:irtmts' faes- 17 
Transfer <>f emp l!lyee.S-12 
Transfer tn-•os- 18·d 
Transportation of g uesls--12 
Transportation or mplnyees- 12 
Travel and Travel Items, operating expense classification-12 
Traveling x 11 •uses f einpl •l' •es-12 
Trustees' fees-17 
Underwriters' boards-5 
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l lncl e r w r 1Ll11i; reJ)ort11- n 
ta1erwr llll\ g ~yrnlicates- --G 

U nemp l1)ymunt Insura nce taxes-18-c: 
V lslllng nurse se:rvlce- 9- b . 
Wai:res po.id in connr:ot!on with o~ned real estate-19 
\ •\ are il ouse, slo1·(lgl} aml aafelrnepmg space, rent of-13 
W o.BL , bo.s lrnts-l Ii 
W a t r , ligl1t, heat and pow 1· In leas d p1·ernl.~eR-13 
\V >it<;hllln.11 expen se;; 1·<:ilati1tg to .~ l altn. u.dlll ~l ment-1-a 
\Vea:th or repo1·ts re-ln.tmg to clan11 al.1J 11 strne11t-l-a 
\Vel(tl.1' of emp loy e11--9-·h 
\V llnesse~ rc laling to \)lalr~1 a.cljusl.m nt- l - a 
\Vm'kmon s comp na tio-n u·1 11un~nc -!l-n.) 
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(2) PART II. (a) INSTRUCTIONS RELATING TO THE ALLOCATION OF 
JOINT EXPENSES TO COMPANIES. 

1. Joint Expenses , 
a. Joint Expenses, as described in Ins 6.30 (1) (b) 22-<;hall be 

allocated to companies as follows: 

Expenses to be Allocated 
to Companies 

Advertising 
Boards, Bureaus and Associations 
Surveys and Underwriting 

Reports 
Audit of Assureds' Records 
SaJ.aries 

Employee Relations & Welfare 
Insurance 
Travel and Travel Items 
Rent & Rent Items 
Equipment 
Printing and Stationery 
Postage, Te 1 e phone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Payroll Taxes 
Miscellaneous 

b. Definitions 

Bases of Allocation 
to ComJianies 

Premiums 
Special Studies 

Special Studies 
Special Studies 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5) )1 .. /' 

Ove1·head on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Overhead on SalarieR 
Special Stu<lies 

The term Premiums used as basis of allocation means the alloca­
tion of expenses shall follow the percentages of applicable premiums. 

The term Special Studies used as a basis of allocation means that 
expenses shall be analyzed and bases of allocation applied as dictated 
by that analysis. 

The term Overhead on Salaries used as a basis of allocation means 
that the allocation of expenses shall follow the percentages of the 
applicable salaries allocation. 

c. Other Bases Permitted or Prescribed 
For those operating expense classifications permitting the basis, 

Overhead on Salaries or Premiums, any other basis of allocation may 
be adopted which yields more accurate results. The bases Overhead on 
Salaries and Premiums shall not be use<l if clearly inappropriate. 

cl. Other Instructions Applicable 
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In making any allocations of Joint Expenses, companies shall 
observe the Gener~Instructions Regarding Allocation Bases (see 
Ins 6.30 (5) (a) 2.f. 

e. Records Required 
The methods followed in allocating Joint Expenses shall be de­

scribed, kept and supported as y.et forth under Detail of Allocation 
Bases (See Ins 6.30 (5) (a) 3-c'J. 

The effects of the application, to each operating expense classifica­
tion, of all bases of allocation shall be shown on records kept in clear 
and legible form. Such records shall be readily available for exam­
ination. 

f. Interim Allocations of Joint Expenses 
It is permissible to apportion expenses between companies during 

the year on the basis of methods and procedures other than those 
prescribed herein, provided allocations of corrected amounts, calcu­
lated in accordance with these instructions, are made ih time for 
entry in the Annual Statement. 

(3) PART III. (a) INSTRUCTIONS RF;LATING TO TJ-rn COMPOSITION OF, 
AND ALLOCATION TO, BXPENSB GROUPS. 

1. List of Expense Groups 
Expenses reported in the operating expense classifications shall be 

allocated to the following expense groups: 
Investment Expenses. 
Loss Adjustment Expenses. 
Acquisition, Field Supervision and Collection Expenses. 
Taxes. 
General Expenses. 
2. Composition of the Expense Groups 
The composition of each expense group shall be as follows: 
a. Investment Expenses 
Investment Expenses shall comprise all expenses incurred wholly 

or partially in connection with the investing of funds and the obtain­
ing of investment income, including related expenses incurred in the 
following activities: initiating or handling orders and recommenda­
tions; doing research; pricing; appraising and valuing; paying and 
receiving; entering and keeping general and detail records; safe 
keeping; collecting, recording, calculating and accruing investment 
income; general clerical, secretarial, office maintenance, supervisory 
and executive duties; handling personnel, supplies, mail, etc.; and all 
other activities reasonably attributable to the investing of funds and 
the obtaining of investment income. 

b. Loss Adjustment Expenses 
Loss Atl.iustment Expenses shall comprise all expenses incurred 

wholly or partially in connection with the adjustment and recording 
of policy claims, including the totals of the operating expense classi­
fication, Claim Adjustment Services; the types of expenses included 
in Cl-aim Adjustment Services, when the activities resulting in such 
types of expenses a1·e performed by employees; and including related 
expenses incurred in the following activities: estimating amounts of 
claims; paying and receiving; entering and keeping general and de­
tail records; general clerical, secretarial, office maintenance, super­
visory and executive duties; handling personnel, supplies, mail, etc.; 
and all other activities reasonably attributable to the adjustment and 
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recording of policy claims in connection with claims reported, paid, 
and outstanding, and reinsurance thereon. 

c. Acquisition, Field Supervision and Collection Expenses 

Acquisition, Field Supervision and Collect·ion Expenses shall com­
prise all expenses incurred wholly or partially in the following 
activities: 

Soliciting and procuring business and developing the sales field. 
Writing policy contracts, and checking and directly supervising the 

work of policy writers. 
Receiving and paying of premiums and commissions; entering into 

or setting up records of premiums 'and commissions receivable and 
payable for collection purposes; balancing and maintaining such rec­
ords; corresponding with and visiting insureds and producers for the 
purpose of collecting premiums or adjusting differences; checking cur­
rent accounts from ·producers; auditing of records of delinquent 
ag·ents; and services of collection agencies. Do not include activities 
in connection with accounts receivable from and payable to branch 
or other offices within the company. 

Compil ing an l dlsltibuting- xp i1;atio11 lists, notices of premiums 
due, lists of premiums or p1·emium balances l'ec ivable and payable, 
conl:ing·cnt a11d other co'mmissio11 statements, production statements 
for acqulsitio.n and fie.Id sup rvisjon putposes, and similar data. 

Maintaining good will of insureds and producers; activities of field 
m n; contact woi-k relating to tlCCJ \tisition, field supervision and col­
lection; making c011tracts and agi-e me·nts with producers; and aL'tivi­
ti i11 co1m otion wiU1 agency appointments and ,l'ep'lacements. Do not 
fo 'lud : inspections of risks when carr.ied on by personnel employed 
by tho illsurance company, l1gag d ftlll time in physical insp ctio.n of 
risks ancl activiti s dfr ctly .r lated thereto; audits for the purpose of 
pre:mfom determination; ai1d activities in connection with the adjust­
ment of policy claims. 

Rendering service to agents and other producers, such as providing 
office space, personnel, telephone, etc., and obtaining agents' licenses. 
Do not include fees paid for agents' licenses. 

-Advertising and publicity of every nature related to acquisition, 
field supe.rvis io11 mid collection. In addition to applicable salaries, 
etc., include th, ntir amount shown in the operating expense classi­
ficatio.n AdvertdsiJ1g. 

Miscellaneous activities of agents, brokers and producers other than 
r.mploye s, wh n p r.formed by them: inspections; quoting premiums; 
signi11g imlicies; amining und mailing polici s, applications and 
<laily reports; compiling figur s for curr nt accounts; correspondence 
ai1d sm1dry bookkeeping and clerical work. 

0 th l' activif.ies 1· asonably attribu.table to those operations listed 
above, such as: ke pb1g general and detail 1·ecords; paying and receiv­
ing ; gen ral clerical, secretarial office m.a.intenance, _ supervisory •and 
exP.Clltive wo1·k; and handling pe'rsonnel, supplies, mail, etc. 

Commission antl Allowances: When the whole or a part of a11y 
amount fo the operath1g expens lass·ifications Commission and 
Brok rag -Dir ct and Allowances to Manage.rs and Agents is paid 
s_p cifically for services other than those set forth under .Acquisition. 
Field upervision and ollection Ei..'"")lensea, and when such services 
1ne not duplicated 01· otl1envis compensated by the company, tl1e 
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amou nt. thcrenf i;ha ll be a llocal d t.o ex1. •use groups other than Acqui­
s i.Lio11, Fiuhl 'uv rvisio'll and Coll.ection, and such allocations shall be 
justifi . d by d tailed sLat n1 nts and data calculated and prepared in 
accordance with tHe methods descdb d in these instructions showing 
amounls of expemUt11res, properly aUocated to expense groups •and 
lines of business. 

When Allowances to Managers and Agents represent a division 
of expenses shared with other companies, the aforementioned state­
ments and data shall show the division of such shared expenses cal­
culated and prepared in accordance with the methods prescribed in 
these instructions. 

· The calculation and preparation of the aforementioned statements 
and data shall be subject to verification and audit by insurance de­
partment personnel. 

The instructions under the heading Commission and Allowances du 
not apply to Commission and Brokerage-Reinsurance Assumed, or 
Commission and Brokerage-Reinsurance Ceded. 

d. Taxes 
Taxes shall comprise the totals of the operating expense classifica­

tion Taxes, Licenses and Fees. 
e. General Expenses 
General Expenses shall comprise all expenses not assignable by 

these instructions to other expense groups. 
3 Allocation to Expense Groups 
a. Expenses shall be allocated to expense groups as follows: 

Expenses to be Allocated 
to Expense Groups 

Claim Adjustment Services: 
Direct 
Reinsu1·ance Assumed 
Reinsurance Ceded 

Commission and Brokerage: 
Direct 

Reinsurance Assumed 

n(~insu rnnce Ceded 

Contingent-Net 

Policy and Membership Fees 

Allowancrs to Manag·ers and 
Agents 

Advertising 

Boul'ds, Bureaus and Associations 
Surveys and Underwriting 

Reports 
Audit of Assureds' Records 
Salaries 

Allocation to Ex11ense Gro111is 

Loss Adjustment Expenses 
Loss Adjustment Expenses 
Loss Adjustment Expenses 

See Commission and Allowances 
(Ins 6.30 (3) (a) 2-c) 

Acquisition, Field Supervision 
and Collection Expenses 

Acquisition, Field Supervision 
and Collection Expenses 

Acquisition, Field Supervision 
and Collection Expenses 

Acquisition, Field Supervision 
and Collection Expenses 

See Commission and AllowancPs 
(Ins 6.30 (3) (a) 2-c) / 

Acquisition, Field Supervision 
and Collection Expenses 

General Expenses 

General Expenses 
General Expenses 
See Special Instructions Relating 

to the Allocation of Salaries 
and O~her Expenses (Ins 6.30 
(5) )/ 
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Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Taxes, Licenses and Fees 
Real Estate Expenses 
Real Estate Taxes 
Income from Special Services 
Miscellaneous 

b. Definitions 

Overhead on Sala1·ies 
Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Taxes 
Investment Expenses 
Investment Expenses 
Spedal Studies 
Special Studies 
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For definitions of the terms Q.verhead on Salaries and Special 
Studies, see Ins 6.30 (2) (a) 1-b.v' 

c. Other Bases Permitted or Prescribed 
For those operating expense classifications permitting the basis 

Overhead on Salaries, any other basis of allocation may be adopted 
which yields more accurate results. The basis Overhead on Salaries 
shall not be used if clearly inappropriate. 

d. Other Instructions Applicable 
In making any allocations to expense groups, companies shall ob­

serve the General Instructions Regarding Allocation Bases (see Ins 
6 30 (5) (a) 2). ,,,.-- · 

e. Records Required 
The methods followed in allocating to expense groups shall be de­

scribed, kept and supported as ~orth under Detail of Allocation 
Bases (see Ins 6.30 (5) (a) 3-c) .· 

The effects of the application to each operating expense classifica­
tion of all bases of allocation shall be shown on r ecords kept in clear 
and legible form. Such records shall be readily available for exam­
ination. 

(4) PAR1.' IV. (a) INSTRUCTION RELATING TO ALLOCATION TO LINES 
OF BUSINESS. 

1. Lines of Business. The lines of business for allocation of ex­
penses shall be the following: 

Fire and Allied Li11 es: 
Fil'e 
Extemh~d Coverage 
Other 
Homeowners Multiple Peril 
Commercial Multiple Peril 

Ocean Marine 
Inland Marine 
Automobile Liability: 

Bodily Injury (including medical payments coverage) 
Property Damage 

Il'>g-i~L ~. r. March, 1960, No. 51 
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Automobile Physical Damage: 
Fire, Theft and Comprehensive 
Collision 

Workmen's Compensation 
Liability Other than Automobile: 

Bodily Injury 
Property Damage 

Fidelity 
Surety 
Glass 
Burglary and Theft 
Individual Accident and Health: 

Accident only 
Accident and Health 
Hospital and Medical Expense 

Group Accident and Health 
Boiler and Machinery 

2. Allocation of Expenses to Lines of Business 
a. The al locatiO'n o'f r~enses to lines of business shall be by ex­

pens ~· i·oups. Each classilication of expense within each expense 
group i;hall be Allocatcci se1)al'ately to lines of business on the bases 
of a!Jocatiou p1· scrib cl as follows. 

All bases employed in such allocations shall be applicable and 
appropriate to the expense group of which such expense ls a part. 

Example-Expenses which are allocated to lines of business as an 
Overhead on Salaries shall be calculated in relation only to the sal­
aries included in the same expense group. 

Expenses Included in the Expense 
Group, Loss Adjustment 

Expenses 
Claim Adjustment Services: 

Direct 
Reinsurance Assumed 
Reinsurance Ceded 

Commission and Brokerage-Direct 

Allowances to Managers and 
Agents 

Salaries 

Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Income from Special Services 
Miscellaneous 
R<>g-iRlPr, l\fai·ch, 1960, No. 51 

Bases of Allocation to 
Lines of Business 

Actual 
Actual 
Actual 
See Commission and Allowances 

(Ins 6.30 (3) (a) 2-c) 
See Commission and Allowances 

(Ins 6.80 (3) (a) 2-c) 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) / 

Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Special Studies 
Special Studi~s 

• 
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Expenses Included in the Expense 
Group, Acquisition, Field 

Supel'vision and Collection 
Expenses 

Commission and Brokerage: 
Direct 

Reinsurance Assumed 
Reinsurance Ceded 
Contingent-Net 
Policy and Membership Fees 

Allowances to Managers and 
Agents 

Advertising 
Salaries 

Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Income from Special Services 
Miscellaneous 

Expenses Included in the Expense 
Group, General Expenses 

Commission and Brokerage-Direct 

Allowances to Managers and 
Agents 

Boards, Bureaus and Associations 
Surveys and Underwriting 

Reports 
Audit of Assureds' Records 
Salaries 

Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 

Bases of Allocation to 
Lines of Business 

Actual, but Subject to Instruc­
tions under Commission and 
Allowances (Ins 6.30 (3) (a) 
2-c) i_/ 

Actual 
Actual 
Special Studies 
Actual 
Special Studies, but Subject to 

Instructions under Commission 
and Allowances (Ins 6.30 (3) 
(a) 2-c) 

Premiums 
See Special Instructions Relating 

to the AHocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) 

Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Special Studies 
Special Studies 

Bases of Allocation to 
Lines of Business 

See Commission and Allowances 
(Ins 6.30 (3) (a) 2-c) 

See Commission and Allowances 
(Ins 6.30 (3) (a) 2-c) ,,. 

Special Studies 

Special Studies 
Special Studies 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
( 5) ),, 

Overhead on Salaries 
Overheacl on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Sala1·ies 
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EfJuipment 
Printing and Stationel'y 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Income from Special Services 
Miscellaneous 

Expenses Included in the Expense 
Group, 'l'ax~!S 

Taxes, Licernies and Fees: 
State and Local Insurance 

Taxes 
Insurance Department Licenses 

and Fees 
Payroll Taxes 
All other (excluding Federal 

and foreign income and real 
estate) 

b. Definitions 

Ove1·head on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Special Studies 
Special Studies 

Bases of Allocation to 
Lines of Business 

Special Studies 

Spc:cial Studies 
Overhead on Salaries 

Special Studies 

The term Actual .means W1at the x1 ens !I are susceptible of direct 
and accurate allocation, and companies shall allocate directly to lines 
of business and shall n.ot employ any appo 1.·tfonments or estimations. 

For definitions of the terms Special Studies, Premiums, and Over­
head on Salaries, see Ins 6.30 (2) (a) 1-b._,... 

c. Other Bases Permitted or Prescribed 
For LhOll · exp nse clns.·ifi.cations permitting the basis verhead on 

Salaries or Premiums, any other basis of allocati n nmy he adopted 
which yields ruo1·e ac ul'ate results. The base· Over11earl rm Salaries 
and P1· ·1.n:iwns Ju1ll not be used if clearly inappropriate. 

d. Other Instructions Applicable 
In making any allocations to lines of business, companies shall ob­

serve the General_.Instructions Regarding Allocation Bases (see Ins 
6.30 (5) (a) 2).'_,.. 

e. Records Required 
The methods followed in allocating to lines of business shall be 

described, kept and supported as set forth under Detail of Allocation 
Bases (see Ins 6.30 ( 5) (a) 3-c). ' 

The effects of the application to each operating expense classifica­
tion of all bases of allocation shall be shown on records kept in clear 
and legible form. Such records shall be readily available for exam­
ination. 

(5) PART V. (a) SPECIAL INSTRUCTIONS RELATING TO THE ALLOCATION 

OF SALARIES AND OTHER EXPENSES. 

1. General Procedures in Allocating Salaries 
a. Direct Allocations 
Whe1·ever possible, salaries of individuals or similal'ly employed 

groups shall be allocated direct to companies, expense groups, and 
lines of business. In other words, salaries of employees whose work 
is solely in connection with a specific company, expense group 01· line 
of business shall be allocated thereto. 

Register, March, 1960, No. 51 
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h. Allocations Other Than Dii:ect 
Whr.n a direct allocation is not made, salaries, with ccl'tain excep­

tions hereinafter noted, shall be allocated on whichevc1· of the follow­
ing bases, 01· combinations thereof, are appropriate: Numbct· of Itenrn 
or Units, Time Studies, Overhead on Other Allocations, Premiums, 
Dollar Volume of Losses, and Other Special Studies. 

All bases of allocation, and the application thereof, shall he subject 
to restrictions, modifications and exceptions in the General Instruc­
tions Regarding Allocation Bases which follow. 

2. General Instructions Regarding Allocation Bases 
a. Number of ItemR or Units 
Item and unit counts may include Number of P1·emium Entries, 

Number of Policies, Number of Loss Entries, Number of Accidents, 
Number of Employees, and any other unit or item counts which aid 
in the allocation of expenses. To the greatest practical extent, such 
unit or item counts shall be applied only to expenses incuned in 
activities having a direct relationship to the bases. 

In determining the applicability of Number of Premium Entries as 
a basis of allocation, considerati·on shall be given to the number of 
premiums on original policies plus additional premiums, return 
premiums, reinsurance premiums, and return premiums on reinsur­
ance. Where more than one card is punched or more than one entry 
is made covering only one amount, -consideration shall be given 
thereto. Consideration shall also he given to the effect on cost of 
procedural differences in connection with types of entries. 

In determining the applicability of Number of Policies as a basis 
of allocation, con. i<l ration shal l be given to policies underlying an­
other pol icy, to p licies cov 1·ing- more than one line of business, to 
policies for V[ll'ious terms, and to the effect on cost of procedural 
differenc s in col'lnecLion with. typ s of policies. 

In determining the applicability of Number of Loss EntL'ies as a 
basis o:l' al location, consideration shall b g· iv n to the number of gross 
··ntl'i I>lus salvage entries and 1·einsi;1nm ·•11tries, for paid or out­
i;tanding losses, or both, and to the effect on cost of procedural differ­
ences in nnection with typ s of loss enb.·ies . 

In determining the applicability of Numbe1· of Accidents as a basis 
of allocation, consideration shall be given to accidents on which 
specific estimates are set up, those on which no specific estimate is 
made, and those for which no claim is made, and to the effect on cost 
of procedural differences in connection with types of accidents. 

The basis Number of Employees is of limited application and shall 
be used only where the cost logically follows the number of employees. 
It may be of use, where properly weighted, in allocating such units as 
cafeteria, pe1·so1mel department, and payroll department. 

b. Time Studies 
Time studies al'e actual measurements of time required to make 

motions, to complete a routine of regularly occuning procedure. In 
contemplating the use of a time study as a basis of allocation, consid­
eration shall be given to the number of motions which must be studied 
to obtain a valid average and to possible distortions in the average 
caused by exceptional conditions during the study. 

c. Overhead on Other Allocations 
Salaries of supe1·vi:;o1·s and executives may be disfribuled as an 

overhead on the sala1·ies of Pmployecs whom they supervise. SalarieR 

R<>r;-ister, M,u·eh, 19GO, Nn. 51 
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of departments such as mail and general stenographic may be dis­
tributed as an overhead on the salaries of people whose work is 
handled. However, no salaries shall be distributed as an overhead on 
other allocations if any other basis is more appropriate. 

d. Premiums 
Premiums shall not be used as a basis of allocation except when 

sr~ecilically noted as a permissible basis or when the expense is in­
·uned as a pe:i· · •ntage of premiums (subject to instructions under 
Commission an cl Allowances in Ins 6.30 (3) (a) 2-c)(or when the ex­
penses am logically allocable on the basis of premiums. In no event 
shall premiums be used as a basis of allocation in connection with 
clerical, technical, secretarial, office maintenance, supervisory and 
executive activities unless such basis is clearly appropriate and until 
all other reasonable bases of allocation have been considered and 
found less appropriate than premiums. 

In determining the applicability of premiums as a basis of alloca­
tion, consideration shall be given to the applicability of direct and 
reinsurance premiums, and written, ea1·ned and unearned premiums, 
as well as to subdivisions thereof. 

e. Dollar Volume of Losses 
Dollar Volume of Losses shall be used as a basis of allocation only 

when the activities resulting in expense are influenced by the dollar 
amounts of losses, and only when all other reasonable bases of allo­
cation have been considered and found less app1·opriate than Dollar 
Volume of Losses. 

In determining the applicability of Dollar Volume of Losses as a 
basis of allocation, consideration shall be given to the applicability of 
direct and reinsurance losses, and paid, incurred and outstanding 
losses as well as to subdivisions thereof. 

f. Other Special Studies 
Salaries may be allocated on the basis of other special studies, pro­

vided demonstrably more accurate results ai·e thereby produced than 
through the use of the bases heretofore discussed, but not otherwise. 

g. Weightings 
Weightings may be applied in using any bases of allocation but the 

justification for such weightings shall b~tated in the Detail of Allo­
cation Bases (see Ins 6.30 (5) (a) 3-c)'. Weightings shall not be used 
as a means for giving effect to a basis which is prohibited by these 
instructions. 

h. Bases Shall be Appropriate 
The bases of allocation used shall be appropriate and applicable 

to the expenses to which such bases are applied. All bases shall be 
limited and subdivided in such manner that the expenses to which 
the bases a1·e applied have a reasonable relationship to each com­
ponent of the bases. For example, an allocation basis which includes 
a particular line of business shall not be applied to expenses incuned 
for activities which do not include that line. 

Any basis of allocation which is found to be inappropriate shall be 
discontinued. 

i. General Wol'k on Totali; 
When~ an individual or a grnup of emvloyee:; work on totals, the 

allocation of the exriem:es involved 11iay be based on the information 
entering into the totals. 

j. Bases Shall Be Made in Cunent Period 
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All bases oJ' allocation shall be compiled 01· calculated from the 
transactions or procedures for the period applicable to the expenses 
to be allocated, unless the use of any other period is justified by inves­
tigation made during the applicable period. Such justification shall be 
set forth on the Detail of Allocation Bases (see Ins 6.30 (5) (a) 3-c).~ 

3. Special Statements and Records Required 
The following types of records shall be prepared by each company 

or fleet in allocating salaries to companies, expense groups and lines 
of business: Allocation of Salaries, Recapitulation of Salaries, and 
Detail of Allocation Bases. 

The Allocation of Salaries and the Recapitulation of Salaries shall 
be prepared either for the twelve months of the current calendar year, 
or for twelve months ending not earlier than September 30th of the 
current year, in which case the ratios established shall be applied to 
the total salaries for the twelve months of the current calendar year. 
The second method herein referred to shall not be followed if opera­
tions during the period used were materially different from operations 
during the period to which the ratios are to be applied. All amounts 
included in the operating expense classification Salaries, for the 
period used in preparing the Allocation of Salaries and the Recapitu­
lation of Salaries shall be accounted for on such records. 

Forms of the r~ords are shown as Forms A through C at the close 
of Ins 6.30 (5) ."The forms may be of any convenient size, and may be 
entered in ink, type, or by other mechanical means, provided the en­
tries are legible. If the organization or method of operation of any 
company is such as to make desirable changes in the forms such as 
a rearrangement of the columns, or a separation of the forms into 
two or more parts, such changes may be made, provided the substi­
tuted forms do not, in any respect, show less information than called 
for on the forms shown herein, and do not result in confusing the 
presentation of salary allocation. 

Such records shall be maintained in good order and shall at all 
times be readily available for examination. 

a. Allocation of Salaries Form 
First: The form, Allocation of Salaries, is shown as Form A. To aid 

in the understanding of the form, specimen entries have been made 
thereon and, as further aids to understanding, each column is ex­
plained in the following paragraphs: 

Column 1: List each similarly employed unit within each depart­
mental or other division in the organization. By "similarly employed" 
is meant employed in essentially the same or similar activities in or 
for the same departmental or other division. 

The personnel shall be divided into as many units as necessary to 
show each type of work done by each departmental or other division 
in the organization. Employees whose duties are not solely related 
to the work performed by one unit, such as some in supervisory posi­
tions, shall be listed separately by title or job classification. 

Column 2: Gross salaries applicable to each unit shown in Column 1. 
Columns 3, 4 and 5: These columns are for use when the Salaries 

classification is affected by allocations made to other companies. 
A separate line is to be used for the allocation to each company 

or group of companies. When intercompany allocations are not made, 
or when quota share percentages can be applied to fleet totals, Col­
umns 3, 4 and 5 need not be used. 

RegiRter, March, 1960, No, f>l 
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Designating numben~ shall be entered in Column 4 for the methods 
used in intercompany allocations. 

Column 6: Designating numbers shall be entered in this column for 
the methods used in allocating salaries to expense groups. 

Columns 7 to 10: The amounts assigned to each expense group shall 
be in accordance with the method shown in Column 6. At the side 
of each expense group column (except the column Investment Ex­
penses) is shown a narrow column captioned "Line Dist.", wherein 
shall be entered designating numbers for the 1rn~thods to he followed 
in distributing salaries to lines of business. 

Second: Pool and Quota Share Reinsurance. When quota share re­
insurance is in effect and when salaries may be allocated in strict 
accordance with the quota share percentages, the amounts shown in 
the Allocation of Salaries Form may be those subject to quota sharn. 
Quota sharn percentages may, in such cases, be applied to the totals 
either on the Allocation of Salaries or the Recapitulation of Salaries. 

Third: Branch and Field. Branch office salaries shall be shown sepa­
rntely in the Allocation of Salaries and in the Reca11itulation of Sal­
acieB. Jn combining branch employees into similarly employed units, 
it shall be per1nissible to conside1· as a w1it all similarly employed 
personnel Jn all bt·anch offices having sil:n.ilar fun tions, an1l han<lling 
avp1·oxinrntel'y the same relative volume of ea ·h line o.f business. 

Fourth: Salary R .imbul'Sernents to th r ompnnies. Due to ex­
pense sharing with another cOmJ:lany, 011t ide of th compa.ny 0 1: fleet, 
clebit.<; 1mw a1JP ::u- in the salary accou11ts :fo1· t•eimhursements to out­
side •ou1.1Janies. Such paymen · are to be shown unde1· separate cap­
tio11 in the Allocation of Salari es. Wliere su h payments amouµt to 
less than 10% of gross salaries paid by the company to its own em­
ployees, the amounts shown on the Allocation of Salaries may be 
distributed' as an over head on all other salary distributions. If more 
than 10%, the distribution shall be obtained from the other company. 

Fifth: Salaries Not Specifically Reimbursable. When the employees 
of a company devote time to the affairs of another company, and the 
reimbursements therefor are handled in accordance with the instruc­
tions, Expenses for Account of 4-)leth 'I' o~lncom from Special Serv­
ices (see Ins 6.80 (1) (b) 22-b aTI(! 22-c) the salaries for each simi­
larly employed unit a11plicabl t work done for suclt other company 
shall be shown soparately on 1;he Allocation o:f. Sala1:ies (in Columns 
3 to 10 incl.). 

b. Recapitnlation of Salaries Form 
When all distributions called for on the Allocation of Salaries Fo1·m 

have been completed, the Recapitulation of Salaries shall be made. 
For each company to which salaries have been allocated on the 

Allocation of Salaries Form, the amounts shown in each expense 
group column shall be combined by the line distribution codes shown 
in the "Line Dist." columns. The totals thus obtainecl shall be entered 
on the Recapitulation of Salaries Form and allocated to lines of busi­
ness in accordance with the line distribution codes. 

The form, Recapitulation of Salaries, is shown in three parts, B-1, 
Il-2, and B-3. B-1 is for Loss Adjustment Expenses, B-2 is for Acqui­
sition, Field Supervision and Collection Expenses, and B-3 is for 
General Expenses. For pul'poses of illustration, the specimen entries, 
applicable to Company A, made on the Allocation of Salaries Form 
have been continued on the Recapitulation of Salaries Form. Note 

n .. t!g'iHter, l\'ln1·eh, 1fl60, No. G1 
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that, fol' 'ompany A, tbe :figurns in the expense group columns on the 
Allocation of Salaries Fa.rm have been co,mbined by "Line Dist." 
codes, entru·ed on the Recapitulation of Salaries Form, and then 
spread to lines of busiu ss hased on th ''Line Dist." codes. 

c. Detail of AJloca ·ion Bas s Fol'm 
The bases of allocation used on the Alloealicm of Salaries Form 

shall be fully described on the DetJ1·il of Allocation Bases Form. 
There shall be a separate she t for eaeh basis ancl the sheets shall 
be kept in consecutive numerical oi·der, available at all tlmes for 
examination. 

When the basis of ullocalio11 cannot be fully described on the form, 
subsidinry worksheets, compi lutions and data shall be either attached 
to the form Ol' :fi1ed separntc ly and readily available. 

'!'he Detail of Allocation Bases Form and all subsidiary wo.rkshe ts, 
compilatioi1s and data shall be cleat and legjble; shall show the sources, 
detail and dates of all tigu1·es u ~ed; shall disclose the names of per­
son 01· groups 1•espo11s lble for all compilations, data, alculations, 
~tu.di es, stimat s, judgrnm ·t factors, weightings, etc., and the dates 
th 1' of ; and, in general shall include complet explanations of all 
f\.gore!l used am! declsiom: inacle. 

Note: The Detail of Allocation Bases Form need not be prepared 
each year, but with appropriate changes in supporting worksheets, 
etc., may remain cmTent a3 long as the bases are in effect. 

The Detail of Allocation Bases Form is identified as Form C and 
four illustrations of the form are .;;hown. The allocation bases No. 1, 
101, 105 and 501 shown on the Allocation of Salaries Form have been 
carried into the fom,,, and specimen explanations given 
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(1) (2) 

Title of Similarly Gross 
Employed Units Salaries 

(Each unit may comprise 
one or more individuals) 

General Accountlnl!, Dept. 

Investment Records __________ $ 3,000 

Premium Tax Returns ________ 6,000 

Internal Auditing -------- 15 , 000 

General Bookkeeping ___ ____ __ 30,000 

Manager and Assistant ....... _ 15,000 

FORM A 

ALLOCATION OF SALARIES 

(3) I (4) I (5) (6) (7) 

Allocation of Groaa Salaries in 
Column 2 to Companies Method Invest-

Includin~ the of ment 
Employing ompany Alloca- Expenses 

ti on 
Method to 
of All<>- Expense 

Company cation Amount Groups Amount 

A $ 2,000 $ 2,000 
#1 #101 

B 1 ,000 1 ,000 

A 4,500 
#2 #103 

B 1,500 

A 10,000 1,000 
#3 #105 

B 5,000 500 

A 21,500 1,075 
#4 #107 

B 8,500 425 

A 10,500 1,155 
#5 #109 

B 4,500 540 

Note: Totals in Col. 5 for each similarly employed unit must equal amount in Col. 2. 

• 

(8) 

Loss 
Adjustment 

Expenses 

Line 
Amount Dist. 

$ 4,000 
#501 

2,150 

6,450 
#501 

2,550 

2,940 
#501 

1,305 

(9) (10) 

Acquisition 
Field Supervision 

and General 
Collection Expenses 

Line Line 
Amount rnst. Amount Dist. 

$ 4, 500 
#503 

1,50Q 

$ 1 ,000 4 ,000 
#502 #502 

200 2,150 

1,075 
#502 

12,900 
#502 

425 5,100 

525 5,880 
#502 #502 

180 2,475 

• 

...... 
"" 0 

• • 
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Company A B-1 LOSS ADJUSTMENT EXPENSES 

Autom<r .... u~fl~cr A.llocation Bases bile 
(From "Line Bodily l'byaicnl Worlr-

Dist." columns Injury and Dll.IDllge ='• on Allocation Property and Cam,l)Cn· 
of Salaries) Total Damage Tiu:!~ !!all.On 

-----

#501 U3,390 ~4,820 $6,026 

FORM B 

RECAPITULATION OF SALARIES 

Linhili1y Home- Com-
ruid Bur- Fire owners mercial 

CaUision glary and Mul- Mui-

""· and Allied tiple tiple 
Auto Glass Theft Lines Peril Peril 

- --- --- - - ---
$1, 741 $268 $134 

Company A B-2 ACQUISITION, FIELD SUPERVISION AND COLLECTION EXPENSES 

Automo- Automo-
Allocation Bases bile bile Liability Home- Com-

(From "Line Bodily Physical Work- om:! Bur- Fire owners mercial 
Diel." columns Injury and Damage men's Colli!ion glary and Mul- Mu\-
on Allocation Property and Compeu. ex. and Allied tiple ti pie 
of Salaries) Total Damage Theft mtion Auto Glass Theft Lines Peril Peril 

--- ---- --~ - --
#502 $2,600 $ 910 $1,248 8286 s 52 $ 26 

~ Company A B-3 GENERAL EXPENSES 

~ 
Autruno- All1:1)l1lcr 

Allocation Bases i;tile bile Liability Home- Com-
(From "Line ~odlly Pbyirio:U Work- and Bur- Fire owners mcrcial 

Dist." columns Injury 11nd D~• men's Collision glary and Mul- Mui-
on Allocation Property lllld Com pen- ex. and Allied tiple tiple 
of Salaries) Total D:unn~c Thcfl sation Auto Glass Theft Lines Peril Peril 

- --,_ - ----- - -----

#502 $22, 780 Si ,973 $10, 934 $2,506 $456 $228 

#503 4,500 904 3,011 308 110 47 

• ' I 

Boiler Acci-
and dent 

Inland Ocean Machin- and 
Marine :Marine Fidelity SOJrety ery Health Other - ----- ---------

$134 $267 

Boiler Acci-
and dent 

Inland Ocean Machin- and 
Marine Marine Fidelity Surety ery Health Other 

---- - ----- - --
s 31 $ 47 

Boiler Acci-
and dent 

Inland Ocean Machin- and 
Marine Marine Fidelity Surety ery Health Other ---,_ - --------- -----

$273 $410 

60 60 
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FORM C 

ILLUSTRATION 1 

DETAIL OF ALLOCATION BASES 

Company ALPHA GROUP Baals VALUE OF INVESTMENTS 

Purpoee INTERCOMPANY ALLOCATION 

Number 

EXPLANATION OF BASIS 

Baaed on statement values of bonds and stocks owned (See memo of Allocation Committee 
11/14/58) 

APPLICATION OF BASIS 

1958 1969 1960 1961 1962 --------------- ---------------
<"'omp:rny 

A 

B 
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FOllM C 

ILLUS'rRATION 2 

DETAIL OJ<' ALLOCATION BASES 

Company ALPHA GROUP Basis DIRECT 

Purpose ALLOCATION TO EXPENSE GROUPS 

Number 101 

EXPLANATION OF BASIS 

163 

Direct to Investment Expenses. This basis is applicable to the positions and units listed 
on the memo dated 11/14/58 from the Allocation Committee. 

APPLICATION OF BASIS 

Expense Groups 1958 1959 1960 1961 1962 - --------------
Company I\ 
Investment l~xpi"'ns1.UJ. - - 1003 
f;(las Adhl~tm nt l!Jx1Jc ll•eis 
Ar.< 11ialtion, f<~ uld Sup.:rvU.lan and 

II !Ctiou J!!x.1.umg~ 
Gnom-al Expen•c11 

Company B 
Investment Expenses _______ 

- -- -- - --- - - - 100% 
Lol!ll Ad]uJ1tn1<>nL Expcrnies 
Ar(JulslUon, F'i"ld Suporvlflion and 

oll"<:Uon E:J<p~m•es 
General Expensea 
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l!'ORM G 

ILLUSTRATION 3 

DETAIL OF ALLOCATION BASES 

Company ALPHA GROUP Basie 1'IMI<J ESTIMA'fE 

Purpose ALLOCATION TO EXPJ<~NS~J GROUP 

Number 105 

EXPLANATION OF BASIS 

Thie basis was made after a general analysis of the duties of the Internal Auditing unit of 
the General Accounting Department (See memo of Allocation Committee 11/15/58) 

APPLICATION OF BASIS 

1958 1959 1960 1961 1962 

Gom puny A 
li1vcetm onu J,;xpOrules _ _______ ••••••••••• 10% 
Loss Adiustmnnl J'lxp~n ei<-- __ ___ _ __ _ 403 
A -c~u.IRl ~l~n, l'ield Supnrvil! lun nnd 

ll"l'l;l(lll Eirpon""" ----- ·----- 103 
G ueral i!lxp~"""" ----------------·- 403 

Com{tnny B 
lnvcstmunt E ::tJlOhsiJa_ __ ___ _ _ ..... - 10% 
l ,035 Ad·Ju.stment Elxp1maoo. • •• _ ______ _ 433 
A~qulaltioo, Fl!!ld Super vt.fo11 find 

Collection Expenses •--·---· •• • 4% 
General Expenses - -- ---------·- 433 
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FORM () 

IJ,J,US'l'RATION 4 

J>IU'l'AIL 01•' ALJ,OCJATION BASES 

165 

Compan.v ALPHA GltOUP Basis NO. OF LOSS J<JNTRIES 

Purpose ALLOCATION TO LINES OF BU:-JINl•:SS 

Number 501 

EXPLANATION OF BASIS 

'!'he Alluo·u(lun CommilL1!1!1 Jn nonsu l!utlon with Mr • .fon'1'!, General Adjuster, decided to 
allocate nuditing and bookkocping worlc, donn in conn~ction with losees, on the basis of number 
of lose ~ntrie11, modified by etirtain wo!ghtl11gll nnd distoun ta. Memo from the Allocation 
Commitlc• dak'<i. '7/18/ 58, toi:cther wlt.b work •ll•~·t. tAbulnl.ions, etc., are attached hereto. 

APPLICATION OF BASIS 

1958 1959 1960 1961 1962 
-------------- !--- - - --- --- -- - - -

G<Jmp!U1-V 
Auto lU nnd l'D - --------------- ___ • 36% 
Auto Phy8ical Damage and T heft _______ _ ------
Workmen's CompWlsntion___________ 453 
Llabnity nnd Golllllion cx.AuJ.o__________ 133 

i~~G~;-;tnd''r"h;r1:·==::: ::::·: ::: :: :: rn 
l!'ire nnd Allied Lin l'I! - -------- --- --- -- --- -------­
Hom owncro Multiple Pedl --------· __ 
O<>mmercinl MuiLlplc Peril ------- --- __ ----
Tuland M1uin ----------------- ----·--- --------
Occ11n Mnrln1• ----- • ---------- ----Fidelity _____________ __ ____ ._. ___ 1 ~{~ 

Surow- .......... _________ -··------- - ---- 2c9-0 
:Boiler n1Jd Mnc.hi11ery ------- - ---- __ 
Accident omd Health _ •• _. _ •••••• _ ------
Ol;her __ ________ ___ • --- ------------·-- _ -- -

'.l'otnL __ _ --- ---- ------·--···· ____ 1003 

CompornyB 
AutoDinndPD _____ ••• _ -- -- ----------
Auto Pbysienl Dnmnge nnd Thuft ___ ·---· --------
Workmen's ompensf1tlon.____ _ ____ _ 
Linl;ility nnd Coll ision ox.Auto _____ _ _ __ 
Glrui•-----------------·- . 113 
Burglary nnd 'l'be!L • --------------·- 7% 
Fire nndAlllcd Lin ell ------·····- ---- ------
Homeowna!'ll .MulUplu Pc•rll -·---- _____ _ 
Comm!!rolul MultipiQ Pelil ·- ••• -·----- -----
Inl.and Murin ------ •• ·--- ------ --------
Oc(lll.n Mnrinc •••• ··--------···----· --------

~~~~~~~~=======::=:=:=::::::=::::- ~~~ 
Boiler nnd Machinery _ _________ ·····-~ -----
Ac.ddcnt nnd B~lllth _ --- - - - ----- - ---- ___ _ 
0-th r ____ ______ _ ------ ---·------ ------

Total. ____________ _________ --- 100% 

lliHtory: Cr. Hei.;ister, July, 1959, No. 'J:l, eff. 8-1-59. 
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Ins 6.31 Interpretations of the instructions for uniform classifica­
tions of expenses of .fire and marine and casualty and sul'ety insurers. 

(1) PURPOSE. (a) This rule is intended to implement and interpret 
uniform accounting instructions in Wisconsin Administrative Code 
section Ins 6.30. 

1. The following kinds ·of expense shall be allocated to indicated 
operating expense classifications. 

Kind of Expense 

a. Payments, based on a percentage of 
premiums or losses, to independent 
claim adjusters where none of the 
activities of the payees are con­
cerned with the production of busi-

Allocation to Opel'atiug 
Expense Classification 

ness ------- - --------- Claim Adjustment Services 
b. Payments, based on a percentage of 

premiums or losses, to independent 
attorneys-at-law for investigation, 
adjustment and settlement of claims 
where none of the activities of the 
payees are concerned with the pro-
duction of business -------------- Claim Adjustment Servi ces 

c. Cost of cafeteria equipment ________ Equipment 
d. Salaries paid in connection with the 

operation of a company cafeteria__ Salaries 
e. Cost of food used in company cafe-

teria Employee R e 1 a ti on s and 

f. Cost of food license fees in connection 
with the operation of a company 

Welfare 

cafeteria Employee R e lations and 
Welfare 

g. Cost of telephone directory listings __ Postage, Telephone and Tele­
grnph, Exchange and Ex-

h. Fees paid in connection with stock­
holders' meetings, such as fees to 

pr ess 

tellers and inspectors of elections __ Lega l and Auditing 
i. Payment to an independent efficiency 

engineer for an inside on-the-job 
analysis of a company's operations 
and procedures ------------------ Legal and Auditing 

j. Cost of credit reports on agents _____ Surveys and Underwriting 

k. Payment made in settlement of dam­
age suit brought by an agent be­
cause of the termination of his 

Reports 

contract -------------- Miscellaneous 
I. Premium for group life insurance 

coverage of janitor, in connection 
with company owned real estate ___ Real Estate Expenses 

m. Cost of pensions, in connection with 
company owned real estate Real Estate Expenses 
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n. Service fees for servicing real estate 
owned ---------- ------- Real Estate Expenses 

o. Service fees for servicing of mort-
gages held --------- --------- ---- Legal and Auditing 

p. Cost of policy typing service, when 
such service is rendered by "out-
side" personnel (conti·act typists) _ Miscellaneous 

q. Cost of "011tside" special assist.nnce 
employed by a company for the 
purpose of changing its filing sys­
tem from a 11umerical attange111ent 
to a digit system --------- Legal and Auditing 

167 

2. a. When contingent commission payments are large in number 
and small in average amount, a method of allocation based on the 
over-all profit in each line of business should yield reasonably conect 
allocations. 

b. Company-ownecl automobiles and equipment may be depreciated 
on a 100% basis. 

" compm1y inay carry company-owned automobiles and equip-
ment as an asset (11o:tl-aclmiited) and dedu ·t depreciation each year. 

d. Handling of ertain filing charges: Whe·re a ·ompany sells a 
policy to a Jong haul Ihm and that firm requests that the ins u1·ing 
·ompany make a "filing" with a tate ommerce Com.mission in a 
state in whicl1 it .is llOt licensed and another i11su1·m1ce company on 
bcilalf of the fu:st il1Stll'an e compa11y actualJy issues the l ·lOlicy and 
makes the !'e(]tlir d fil.ing, chargillg a l10mim1l f e for the transaction 
llhe company receiving the fee should c.redi it to "Dil'ect Premiums" 
and I.he coruptrny payil1g the fee shouJcl l'.harge it to ''Direct­
Premiums." 

3. The following kind of expense shall be allocated to the indicated 
expense group: 

Kind of Expense Allocation to Expense Group 
All expenses includable in Taxes, Li- Taxes, licenses and fees ap-

censes and Fees --------------- plicable solely to invest­
ments should be allocated 
to the expense group, In­
vestment Expenses. All 
other taxes, licenses and 
fees should be allocated 
to the expense group, 
Taxes. 

4. When commission on reinsurance is on a "sliding scale" or 
·'guaranteed profit" basis both the tentative commission and any ad­
justments brought about by the operation of the "sliding scale" or 
"guaranteed profit" provisions should be allocated to Commission and 
Brokerage-Reinsurance Assumed or Commission and Brokerage­
Reinsurance Ceded. 

(Note: To make clear the meaning· of "sliding- scale" and "g-uaranteed 
profits" the following is ·submitted: 

SLIDING SCALE CONTH.ACTS 
Most of these contra ts PT'ovlde Jor I\ flat commiHsion ranging· from 

11,bout 30% to 37% %. pn.ld on tl. WTltten basis. Additional profit com­
missions are paid at a later date on t~n earnecl basis as specified by a 
formula embodied in i·h e 1· 11hR,rL TIW·H IJl'Oflt eomrni ss ions are 1micl aH 
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the resul l of t•vl 11 gl! Ip I h loss ratio. A coquuun provision is that % % 
profit commission .·tulll b • paid for ca ·h .1% 1mvlng in the loss ratio. 
Sometimes a p o1·t ion of the scale may l)ro vldc f r a " l for l" profit com­
mission, i.e., n. fu ll I % rnflt comml&.i ion !01· e.a c h l 'io saving in the Joss 
ratio. 

For example, a cont rar·t 11 1 11.~' pr·ovld c for 1 fiat commission of 35 %, 
with a "'h for 1" profil con1111i sslo11 Lo be nald the ceding company for 
any saving in the Josa r alio under 66% un lil the profit commission 
reaches 10%, or a total •01m:nlsa1011 u.C <Iii%: 

om c:o 11Ll·ad~ Jll'ovld for a pQsslbJe "return c o1.nnil11slou." Tu the 
tHeucil.fng xamp le, If the lt>aa ratio ahollld x<·eed the bTeaking l)Olnl 
of G6%, Lhon lhe o dh1g compa11y mighl. ho:v • to pay · 1· tUl'1\ comrni1Jlli0 11 
Lo t h reh1 a11r ~ r 011 1• " % ! 1• l" ba11ls 1111l1J 1•e1 1.1rn r:onm1.ist1ion s of, suy, 
r.';O havf,l been 1· t.urn ed, thus recluclni; l11" u l l111at n .l 1·011Hu1 sa lo n rrom 
:15 % lo :JO%. 1f I h loss <'tttlo s ho11 Id run 11 1td r 3& % or• excceed Gu%, U1en 
s 11 <;h ll!LVini; or loss wou ld onlln· 1·t ly It (•a rrl1~n rorwe.rd tn lh'' <:om ­
nult\LI n ro r t l1n (fl rl owJng ;v1mr. 

GUARANTEED PR01rrr CON'rHAC'l'S 

The most ·orn111011 fortn or "1'lurpl us 11. lcl" i11 tl1 " g 11 iLJ' !LllL d prolH" 
•ontl'U.cl. lls Jll'lnclpal chttra.<: teristlc: ls Lhat ll transfer~ unearned 
premlu111 r es•rve from t h c din1;1 ·omp1wy LQ Ll1e t· ln;<llJ' r a.ud res ults 
In a n ln1m dln,tn lncreasu In til e cedi ng u nl)\o.ny's su1·p l11s by Lh e 
•~mount or l b tonlt~L l v CQ mmlm;io ns r1;1celvpd, 1>11t beca.u so nil such 
te n tallve •01mr1ii;s lo11 s u.re subjcc l to 1·e tur11 lo l h reinsu rPI', doPs nor 
ll.Ctual1y r II Ve th 1,!edlng 'Olll j)llny o! risk. 'l'b e C ding· COlllPU.llY slll l 
remn,.lns expos d to l h e so.me rls c as betor . fl Is In th p slt ion or ,pay­
ing hve> te> five p e1'. · nt or th e ueded pr mlums to lndu · e. r lnsu1· r 
to sign u. outracl whic h ha11 no ultlmate e rre ·t nthur thcrn to r edu ce il:.ll 
surpJu~ by two L11 li ve 11ereenL or tiles lJI' mlums. 

Guara.n t ed profit •on tl'ac ts 0.1·0 o!ten wfltten in a. (orm s ltnllar to a 
quota share or oortro 11'0 of Telnsurauc onto. t , or a cnu l !nation of 
both. 'l'he Lontat lve commission Js o r di na rHy 4fi or 50 perc.ent. 'l'h c re­
lnslll'e r ·s fe¢ l s g n er ally ::, 3. or 5 p r ro nl of the am u11l ced d . Most 
Quota-~ha.)' . type onlracts are subj ct LO monthly 1·e portlng and settle­
ments. TJ1 . "Oatra.01 UllUu.lly pl'O vlcles fo1· l~ddl Llonal c.omrnlsalons to be 
lncr ea>J d 'hy 1 per ce n t ro·r ea h 1 p r qe n~ decreus In the loss ratio, 
and reL rll'n commissions on tile basis of l pe1· cent f<>r e a.ell 1 per ce11l 
Increase In lhe !OS!! 1·e.t10. /1 xampl rn l lows: 

Commissipn ---------------------------------------------- 15 % 
Fee for reinsurer ---------------------------------------- 3 % 
Loss ratio "breaking point" ------------------------------ 52% 
Total original pre mi um ----------------------------------100 % 

In IL si Lue.llon s imilar to lb one llh1str11.t d , th ced ing coml)1Lny pe.ys 
t o the rcins u1•e1· th e g:i·oss relns111.,rnce pt•emlums I ss 45% com m lss.lons. 
01· a. net of fiG )I,. As loss s ar d~termlned t h ey nr po.id lty the reJns un.n• 
unti l the <' ding compn.uy ha.~ r· ·11.lveu buck from tl11 r Insur •r I Ofl.~ A 
recov red In a.ti aggrcg·ate n.mo unl: equrd lo fi2 % of the orlglmll 1)1·0-
mlums edfld (56% l ss 3%). Any addl~lonnl losses a.re lmmedlo.l Jy 
cha rged baok to th ' ceding <~omPatJy aa "re ttlr1\ ·omm lsslo11s" on a 
"l .ror 1" ball ls . n th 0U1er h iLnrl, a n y savi..11g 1.mder 52% is r turned 
lo the ced ing ·llm pariy In Lhe r rm ot additlonuJ (' mmlAAlons. The ulll ­
mate effect on the ceding company is the loss of 3 % of its ceded pre­
miums. The ceding company actually carries its own full risk through­
out the entire period with respect to its gross business.) 

5. Salvage and subrogation may be allocated as follows: 
a. Where attention is given to salvage or subrogation matters at 

the same time as the adjustment of the loss is proceeding, no attempt 
will be made to allocate any portion of the adjuster's time to salvage 
(or subrogation) expense. 

b. Where the salvage or subrogation activity follows the adjust­
ment of the loss such additional time as may be required will be 
treated as salvage expense. 

c. Any items of outside service such as advertising, expenses of 
outside organizations or rewards where paid by and billed to the com­
pany will be treated as salvage expense. 

d. Cost of recovering stolen goods incurred by and billed to the 
company will be treated as salvage expense. 
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e. Where salvagf' iR band! cl Ly outside agencies and their billing 
is made directly to tbe company suffi i nt info1'mation should be given 
for proper classification of th J:e lated expenses. 

f. It is understood that the classification of expenses as salvage 
expense is not dependenb upon any salvag·e recovery. 

6. a. The following employee activities should be allocated to ex­
pense gl'oups on the basis of the purposes for which the tabulating, 
listi11g1 filing or other jobs w t·e performed: Cutting and verifying 
punch d ca1•ds, so1·tjng and tabulating punched cards, maintaining 
punched card files, and supe1·vision thereof. 

b. The sa1aries of the employees in seL·vice l}nits, such as the fol­
lowing, providing services 1:o other employees may be allocated to 
expense groups as overhead on the sah\ri s M employees in all oth l' 

departments except executive officers: Maih·oom, Persoimel, First aid, 
Telephone operation, Office maintenance and Receptionists. 

c. H an app1·eciable part of the time of employ es handling pru·­
·ltases and supplies is clevot cl to £u.mishing supplies to agents, such 
:alaries may be allocated to expense groups on he basis of a time 
estimate. Allocat~ to General Exp 11ses that }Jai:t of the tune spent in 
w01;ldng on supplies .for agents; allocate remainder as Ovel.'head on 
Sala1'ies of employees in an othe'l' depm·tments except executives. 

d. When files are maintained and sei·viced in a separate department 
01· at a central location, the salaries of employees engaged in this 
activity may he allocsted to e.xpe11s g1·o·ups on the basis of a ti.me 
estimate. That poi;tion of time spent on policy files (daily reports, 
applications, endorsements, etc.) and that portion of ti.Jn spent on 
general eonespondence files may b allocated to GeneTal Expenses; 
that poi:tion of time spent 011 active claim files may be allocated to 
Loss Adjustment Expenses; that po1·tion of time 011 inactiv claim 
fi les (dea;d files) may be allocated to General '.Expenses. 

e. When a central abstract department is maintained 101· the me­
chanical reproduction of premium abstracts and claim abstracts for 
use by other clepa1·tments; the salm;ies of these employees may be 
charged on the basis of a time estimate. That portion of time spent 
on claim abstTacts may be allocated to Loss A(ljustment Expenses and 
that portion of time spent on p1·emium abstracts t.o General Jj))l;penses. 

f. If a company maintains a general accounting unit and a cashier's 
u1tit (the duties of which include keeping the genernl ledger, general 
journal and general cash books) and no apportionment to Investmei1t 
Expenses, to Loss Adjustment Exper1s s, or to Acqu isition, Field 

upervisiou and Collection Exp l1S0S is pos. n le, except by using a 
t·ough estimation which is .little better thai1 a guess, the compn11y may 
allocate the total ex11011ses of thes' u uJts to General Exp n8es in view 
of th impossibility of mak.il1g 1· ·as nabl . accurate appo1·ti.onments to 
expense groups. 

7. If the salary of a non-supervisory employee predominantly. per­
tains to the activities of one expense group, the whole of such salary 
may be allocated to that expense group. 

(No te: Dy Lhl s liilerprl) tatlon, many saJarl " IHILY hr 1tl l l't•l d dfre ·lly 
a nd wl~hout 1'1'actlonal .S.P.Ll(•rt-lonment. As eicam1Jl es: a. branch office or 
1to1110 o.fflce en'lploye<• who 18 p1•imarlly 1 n 1· n etl wllll lb r;o llecllon of 
Pl' mltLms mny !)e flll(l aa t. ii wholly to A<~qullilLlon, Ple ld St11>enrl:ilon o.nd 
Oollei,l!on llb."JJ n s s, <"Vt\D Lhougl1 1l I .1;s.,1· p:;i.rt f his r• U vi t i es may 
pertain to General Exponse.s: a b 1.,Lnch offie 01· hotll otnce und rwTIL r 
who 111 p1·Jrna1·ll y co.nc¢ rn etl with thi;i n.cweptalliH ty of l'is.lts net reterl­
l!ons, quotlug of rates, I<.:., ·m11.y b e 11110 'llled \Vholly to •enel'al Ex­
pense~. a lth<n1i;-h h e m>LY o,l o;o (rngage, In a lesse:r extent. In productlou 
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work J)erlaln lng to Acquisition. meld Supervlslo 11 and o llection Ex ­
pense'!!; a special o.gent wol'k lng on llle developnrnnt and main tenance 
o! the sal s fl Id ma.y be allocated who lly to A.cq_ulsttlon, Flelcl Super­
vision o.nd Ool lectlon Expenses. u.llho ugb h may o.lso bo concerned , to 
11. lesser xt1•nll 1·n the nilju!llment ot losses; k lly pun ch nod tn.bul!Ltlng 
11t1L<:hln . ope1·a ors, whoBl work Is primarily ata.tlstrcal, may · be allo· 
~ated wholly to G n ru.I Exp nses, allhoug h Lbe ca1·da and tahul o. lom1 
mo.y h usel to llOnle e.xteut in ao ll eotiQn n nd losa O.djuatm nt actlvlll s.) 

8. The following describes an acceptable method of allocating to 
expense gl."oups and lines o:f business the salaries of employees en­
gug d in administrative and/ or sup rvisory activities: 

a. Salaries of execu tive heads, such as the president of a company, 
the chairman of a company's board, and their secretaries, ordinarily 
shonld be distrj lrnted to xpens gt·oups and lines of business as an 
Overhead 011 Salaries of supervised pel'sonn.el, a'ftel' an apportfomnent 
to Investment Expenses. If any other methods are used, th alloca­
ti ons must be supported hy detailed a,nalyses of acti vi ties. 

b. Salal'ies of oth •" executive officers, deparbnent l1eadll and super­
viso rs ordiJ1aril y should he allocated on the basis of a study of time 
sp nt on the a:fl'afrs of each of the departments or units supexvised 
and then the5:e salaries should be allo ated to expense g~·oups and lines 
of husiness as OverJrnad 011 Salaries of the em_ployees in the r spective 
departments 01· units. If any other m thods are used, the a llocations 
must be supported by detailed analyses of activities. 

9. Includable in the operating exi ens classi:li atio11, Boa1·ds, Bu­
teaus and A sAO iations, ate the following: 'Dues, assessments, fees 
and charges of : ... andcl,·wi·iting sy11di •ate , pools and associations 
st1ch as Factm·y Insm·a11ce Associat.io11 Oil I.nsu~·an ·e Association, 
assign d l"isk planr; ( xcept ommission and Brokerage; Claim Ad­
justment Servi es ; and Tax s, Licens s awl Fees); ... ' 

The foregoing instruction is applicable to all assigned risk plans 
and to the following syndicates, pools and associations : 

American Cargo War Risk Reinsurance Exchange 
Amerigan Foreign Insurance Association 
American Marine Hull Syndicate 
American Marine Insurance Syndicate of Ins111·ance of Builders 

Risks 
American Negative Film Syndicate 
American Reinsurance Exchange 
Associated Aviation Underwr iters 
Burlap Reinsurance Exchange 
Coastwise, Great Lakes & Inland Hull Assn. 
The Cotton Insurance Association 
Cotton Ma1·ine Reinsurance Agreement 
Eastern Intercoastal Cargo Reinsurance Exchange 
Excess of Loss Association 
Excise Bond Underwriters 
Export Automobile Reinsurance Exchange 
Facto1·y Insurance Association 
Furriers Customers' Reinsurance Syndicate 
General Cover Underwriters Assn. 
The Great Lakes Underwriting Synrlicut<'. 
In land Marine Reinsurance Assn. 
Inland Mar ine Syndicate, Inc. 
Inland Waterways Insurance Assn. 
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Lake P. & I. Reinsurance Agreement 
Livestock Insurance Office 
Logging Underwriting & Inspection Association 
Multiple Location Service Office 
Mutual Corporation Inter-Reinsurance Fund 
Oil Insurance Association 
Railroad Insurance Association 
Railway Underwriters 
Registered Mail Central Bureau 
Reinsurance Clearing House 
Reinsurance Exchange 
Southern Reinsurance Exchange 
Stock Companies Association 
The Tugboat Underwriting Syndicate 
Underwriters Grain Association 
Underwriters Service Association 
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10. Dues or assessments of organizations includable in Boards, 
Bureaus and Associations, or in Surveys and Underwriting Rep.orts, 
directly related to loss work are properly chargeable to the expense 
group, Loss Adjustment Expenses. 

Hl•tory: Cr. Register, July, l959, No. 43, efl'. 8-1-59. 
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