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"[HEBE I S  NEED FOB UNUEBSTANUING 

PRESIDENTIAL ADDRESS BY CHARLES J. I-IAUGH 

The t r i b u l a t i o n s  which a f f l i c t  casual ty  insurance are as imposing 
and as endless  as the t r i a l s  which confronted Hercules.  And he had 
the advantage o fmee t ing  his  tasks one at  a time. I t  i s  not my i n t e n t  
to  embark upon a harrowing r e c i t a l  o f  the cur ren t  d i f f i c u l t i e s  with 
which the business is  tormented. A mere recount ing of  our woes can 
be of  no value here unless  such a record ing  now, be c i t ed  l a t e r  to 
demonstrate tha t  the passage o f  time alone can be o f  grea t  help in 
the so lu t ion  o f  some apparent ly overwhelming problems. Unfor tunate ly  
many of  our d i f f i c u l t i e s  cannot be resolved so p leasant ly .  At l e a s t  
no t  r e so lved  s a t i s f a c t o r i l y .  This i s  e s p e c i a l l y  t rue  of  the one I 
should l i ke  to discuss .  

The phrase " s o c i a l  insurance"  i s  an i l l - d e f i n e d  term which, in 
the minds of a l l  too many, connotes government insurance.  The con- 
n o t a t i o n  i s  not unfounded. The enactment of  workmen's compensation 
l e g i s l a t i o n  in  th i s  country was accompanied by demands for govern- 
ment-operated monopolist ic  insurance o rgan iza t ions  - demands which 
r e s u l t e d  in  such monopolies in seven s t a t e s ,  which brought i n to  
ex i s t ence  government-operated insurance organiza t ions  on a competitive 
b a s i s  in e leven s t a t e s ,  and which are  r e i t e r a t e d ,  a l b e i t  unsuc- 
c e s s f u l l y ,  with the p e r s i s t e n c e  of  spawning salmon. The program of  
old age and surv ivorsh ip  b e n e f i t s  was inaugurated as a federa l  mo- 
nopoly.  The program of  unemployment b e n e f i t s  was i n s t i t u t e d  as a 
s e r i e s  of  s t a t e  monopolies o p e r a t i n g  with federa l  f i n a n c i a l  as- 
s l s t ance .  There s t i l l  remains to  be e s t ab l i shed  those po r t i ons  o f  
the o v e r - a l l  soc ia l  s e c u r i t y  program which w i l l  p rov ide  for  non- 
occupat ional  d i s a b i l i t y  and for  medical bene f i t s ,  including surg ica l  
bene f i t s  and hosp i t a l i z a t i on .  That por t ion  of the program having to 
do with non-occupational d i s a b i l i t y  i s  cu r ren t ly  before us and i t  i s  
to  t ha t  program and the insurance  problems in connect ion with i t  
t ha t  I would d i r e c t  your a t t en t i on .  

Muchhas already been accomplished in the f i e l d  o f  non-occupational  
d i s a b i l i t y .  Large numbers of  employees a re  a l ready  insured under 
group accident  and hea l th  p o l i c i e s ,  ind iv idual  accident  and hea l th  
p o l i c i e s ,  employee mutual s ick  b e n e f i t  a s soc i a t i ons ,  t rade  union 
plans ,  e t  ce te ra .  The f ac t  remains, however, tha t  there  are  s t i l l  
l a rge  numbers of  employees not so insured.  

1 
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In recent years there have been introduced a number of  l e e i s l a t i v e  
b i l l s  designed to provide a non-occupational  d i s a b i l i t y  benef i t .  
Leg i s l a t i on  of  th i s  kind was s t imula ted  by the ac t ion of Congress 
amending the Socia l  Secu r i t y  Act so as to  make ava i l ab l e  to the 
ind iv idua l  s t a t e s  for  the payment o f  non-occupat ional  d i s a b i l i t y  
benef i t s  the contr ibut ions  of employees which had been paid into the 
Unemployment Fund. There were nine s ta tes  a f fec tedby  th i s  l eg i s l a t i on  
and some very s u b s t a n t i a l  amounts of  money became ava i lab le  under 
i t .  When Congress enacted t h i s  amendment, I be l i eve  over th ree  
hundred mi l l i on  d o l l a r s  became ava i l ab le  under th i s  provis ion in 
Ca l i fo rn ia  and approximately twenty-eight  mi l l ion  do l la r s  in Rhode 
Island.  

Up to the present  time there have been two s ta tes  which have enacted 
l eg i s l a t i on  providing for non-occupational d i s a b i l i t y  benef i ts .  Since 
1943 the S ta te  of  Rhode Is land has been paying a non-occupational 
d i s a b i l i t y  b e n e f i t t o  employees subject to i t s  Cash Sickness Compen- 
sat ion Act. This operates as amonopolistic s t a t e  fund. More recently,  
the S ta te  of  C a l i f o r n i a  enacted a law which provides for a s t a t e  
fund, but which contains provision that  under cer ta in  conditions and 
subject to regula t ions  prescribed by the State  Fund, an employer may 
e lec t  his  own insurance ca r r i e r  or may se l f - insure .  While th is  might 
be looked upon as analogous to a competitive s t a t e  fund as we know 
them in  workmen's compensation insurance, the analogy i s  far  from 
complete, for under the Cal i forn ia  s t a tu t e  the pr ivate  ca r r ie r s  are 
ac tua l ly  subject  to  regula t ion by the State  Fund. 

The S ta te  of  New Je rsey  appointed a commission to i n v e s t i g a t e  
th is  subject .  In April  of 1946 that  commission proposed l eg i s l a t i on  
on what has been termed the "New Je r s ey  Plan".  Under t h a t  plan, 
employers of  the State  would be required to provide non-occupational 
d i s a b i l i t y  benef i t s  for t he i r  employees. Claims would be adjudicated 
in  a manner s i m i l a r  to t ha t  in e f f e c t  in  workmen's compensation 
insurance. The l e g i s l a t i o n  would authorize a deduction from the wages 
o f  employees subject  to a prescribed maximum and the employer would 
be required to pay any addi t iona l  cost.  For the completion of the 
record, i t  should be noted here tha t  fol lowing the Congressional 
ac t ion  p r ev ious ly  r e f e r r e d  to of  making a v a i l a b l e  c e r t a i n  funds 
accumulated to meet fu ture  unemployment b e n e f i t s ,  the New Jersey  
Commission reversed i t s  o r ig ina l  stand and proposed in i t s  stead a 
program s imi la r  to Ca l i fo rn ia .  A plan such as tha t  o r i g i n a l l y  pro- 
posed by the New Jersey  Commission accomplishes a l l  of  the l e g i t i -  
mate ob jec t ives  which are sought for d i s a b i l i t y  benef i t s ;  permits 
the cont inuat ion of  the many d i s a b i l i t y  benef i t  plans which are al- 
ready in e f f ec t  and which, in many instances,  af ford  greater  benef i ts  
than those contemplated by the l e g i s l a t i o n ;  and accomplishes th i s  
without any requirements tha t  the s ta te  go into the insurance business. 

The enactment of  such a plan,  however, poses some d i f f i c u l t  
problems for  insurance companies, such as: 
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(a) Some of the largest writers of group accident and 
healthinsurance lack the facilities required to service 
small risks. This is particularly true of life in- 
surance companies. On the other hand, workmen's com- 
pensation carriers are well equipped to handle either 
large or small risks. It must be apparent that the 
handling of small risks presents problems quite dif- 
ferent from those a r i s ing  in connection with the in- 
surance of large r i sks  involving large numbers of ~n- 
ployees. There i s  involved not merely the question of  
the  expense of handl ing  small r i sk s ,  but a l so  the 
possibility of adverse selectionwhich may have a much 
more substantial effect upon the desirability of the 
individual small risk. 

(b) The enactment of amandatory law of this type necessi- 
tates the establishment of a means of affording in- 
surance to risks unable to secure it for themselves. 
In the fields of workmen's compensation insurance and 
automobile liability insurance this problem has been 
met through the medium of assigned risk plans. Un- 
doubtedly there are companies to whom such a plan would 
be a most unwelcome innovation. The alternative appears 
to be a pool, and tha t  probably would be greeted even 
less  e f f u s i v e l y b y a n  even grea ter  number of  companies. 
There i s  no doubt but tha t  those companies who lack 
the f a c i l i t i e s  to handle small r i sks  would have a real  
problem under an assigned r isk  plan. There are s4veral 
a l t e rna t iveswhich  mightbecons ideredbysuch  companies 
in lieu of each establishing requisite facilities to 
handle such risks. They might, among themselves, es- 
tablish an organization to take care of such risks 
either on aservice basis or through a voluntary pool, 
or each such company might arrange for some company 
with requisite facilities to service the risk for it 
or even to take its assigned risks on a basis whereby 
the company to whom the risk was originally assigned 
would reinsure the servicing company guaranteeing it 
against loss. 

(c) The type of legislation proposed under the New Jersey 
Plan is not legislation which can be sponsored by in- 
surance companxes. If they were to do so, they would 
promptly be accused of selfish motives, that is, of 
requiring employers to purchase such insurance which 
previously had been on a voluntary basis. Any such 
proposal must come for employers. 

(d) Among some companies there appears to be a fear that 
legislation of this type would incorporate rate regu- 
latory legislation. Rate regulatory legislation for 



THERE IS NEED FOR UNDERSTANDING 

t h i s  type "of coverage might come about although i t  i s  
not at  a l l  necessary to the operat ion of  the program. 
We have not  had r a t e  r e g u l a t o r y  l e g i s l a t i o n  in the 
f i e l d  o f  group a c c i d e n t  and h e a l t h  i n s u r a n c e  and 
c e r t a i n l y  the forces  of  competition have operated suc- 
c e s s f u l l y  to preclude any r e s t r i c t i o n s  on competition. 
I t  may be contended tha t  lack of  any r a t e  r egu l a to ry  
l e g i s l a t i o n  might r e s u l t  in an individual  c a r r i e r  es- 
t a b l i s h i n g  unconsc ionable  r a t e s  fo r  l e s s  d e s i r a b l e  
c lasses  of  r i sks .  That would be poss ib le ,  but i t  may 
well  be expected tha t  f ea r  of  the enactment of  r a t e  
regula tory  l e g i s l a t i o n  would prevent such a course of  
act ion on the par t  of  an individual  c a r r i e r .  

(e)  Doubt has been expressed as to the c o n s t i t u t i o n a l i t y  
of  l e g i s l a t i o n  along the l ines  of  the New Jersey  Plan, 
but I understand the preponderance of  opinion at the 
moment to be tha t  such l e g i s l a t i o n  probably would be 
upheld. 

I shal l  not attempt to discuss the d e t a i l s  of  l e g i s l a t i o n  of  th i s  
type,  nor a l l  of  the many f ea tu re s  of  such l e g i s l a t i o n  which would 
c r ea t e  problems for  the indus t ry .  Those enumerated appear to con- 
s t i t u t e  the p r inc ipa l  stumbling blocks to general acceptance of  the 
p r i n c i p l e  by insurance companies. They are rea l  d i f f i c u l t i e s ,  but 
they  are not  insuperable  and I cannot be l i eve  tha t  casua l ty ,  l i f e  
and acc ident  and hea l th  insurance  companies are unable to get to- 
gether  on tile so lu t ion  of  a l l  of  them. 

A number of  casual ty  companies appear to have l i t t l e  r e a l i z a t i o n  
o f  the importance of  th i s  problem to them. Many companies have looked 
upon th i s  e n t i r e  problem as one a f f ec t i ng  group accident  and heal th  
insurance which they do not wr i te  and conclude tha t  the problem i s  
o f n o d i r e c t  concern to  them. The p r inc ip l e s  involved are of  primary 
concern to every insurance company. ]~e problems under considerat ion 
are  o f  immediate concern to every  company which wr i t e s  workmen's 
compensation insurance  or group acc iden t  and hea l th  insurance.  I 
cannot urge too s t rong ly  tha t  every company acquaint  i t s e l f  f u l l y  
with the problem and a l l  that  is  at  issue.  

For years  casual ty  insurance companies have fought the b a t t l e  of  
p r i v a t e  en t e rp r i s e  versus government in business. That b a t t l e  i s  un- 
ceas ing as every company wr i t i ng  workmen's compensation insurance  
knows. I t  must be borne in mind tha t  there  i s  a s u b s t a n t i a l  group 
which would l ike  to see a federal  monopolist ic fund in the f i e l d  of  
non-occupa t iona l  d i s a b i l i t y  in add i t i on  to  those groups who are 
h o r r i f i e d  at  the thought o f  a federa l  monopoly, but who be l i eve  a 
s t a t e  monopo l i s t i c  fund to be q u i t e  accep tab le .  In the f i e l d  of  
workmen's compensation insurance, competit ive s t a t e  funds genera l ly  
have; and j e a l o u s l y  guard, s t a t u t o r y  advantages, but these  are as 
nothingcompared to the idea which p reva i l s  a t  the moment with respect  
to  a compet i t ive s t a t e  fund in the f i e l d  of  non-occupational  disa-  
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b i l i t y .  In t ha t  f i e l d  the c u r r e n t  thought  appears to  be not  t ha t  
there  would be crea ted  a competi t ive s t a t e  fund, but t ha t  the s t a t u t e  
would permit  p r i v a t e  e n t e r p r i s e  to  e x i s t  sub jec t  to  r egu l a t i on  by 
the s t a t e  fund and only so long as such competi t ion i s  not in imical  
to  the i n t e r e s t s  o f  the s t a t e  fund. The use of the word"compe t i t i ve"  
in descr ib ing  such a system is  somewhat i ron ica l !  

At the present  time the insurance indus t ry  i s  not  uni ted .  There 
are d i f f e r ences  of  opinion among the severa l  c l asses  of  c a r r i e r ,  and 
even wi th in  the d i f f e r e n t  c lasses  o f  c a r r i e r  t he r e  seem to  be d i -  
vergent  views. These divergences appear to  a r i se  in pa r t  from a lack 
o f  understanding of  the problem; in p a r t  from a naive f a i t h  tha t  a 
compet i t ive  s t a t e  fund wi l l  be content  ~o e x i s t  as the r ecep tac l e  
fo r  u n d e r s i r a b l e  bus iness ;  and in p a r t  from a s t a t e  o f  s t o l i d  in-  
d i f f e r ence .  I f  a l l  c lasses  of  c a r r i e r ,  accident  and heal th ,  casua l ty  
and l i f e ,  wi l l  make the e f f o r t  to  become f u l l y  acquainted with the 
Call fo rn ia ,  New Je r s ey  and Rhode Is land  Plans and the probable  e f f e c t s  
o f  those plans upon insurance; and wi l l  study the h i s t o r y  of  s t a t e  
funds in the United S t a t e s  and Canada, e s p e c i a l l y  in  the f i e l d  of  
workmen's compensation insurance, manyof the  cur ren t  d i f f e r ences  o f  
opinion wi l l  d isappear  and such s t o l i d  i n d i f f e r e n c e  as many e x i s t  
today wil l  be replaced by zealous concern. 

At a time when casua l ty  companies are  s u r f e i t e d  with business ,  
i t  may appeal to you as inappropr ia te  tha t  I urge cons idera t ion  o f  
a program of  embarking upon a venture which might u l t ima te ly  develop 
an addi t iona l  premium volume equivalent  to tha t  of  workmen's compen- 
sa t ion  insurance.  Admittedly, t h i s  i s  not  the psychological  moment 
t o  sponsor such a p r o j e c t .  However, we are  not  in  a p o s i t i o n  to 
choose the  time for  ac t ing .  That has been done fo r  us. I have no 
panacea to  o f f e r .  I have not  even any thoughts on the subjec t  tha t  
have not  been enuncia ted  p rev ious ly  b e t t e r  than I can do. My only 
purpose in br inging  t h i s  before  you i s  to  urge tha t  every  company 
in the business  give some rea l  thought to  the problem. I t  would be 
o f  tremendous a s s i s t ance  to the insurance  indus t ry  in  a r r i v i n g  at  
an unanimous conclusion i f  a l l  of  us would reexamine our phobias and 
f o r g e t  fo r  a moment to  be implacable .  Les t  some of  the c a s u a l t y  
companies s t i l l  be inc l ined  to  be skep t ica l  o f t h e  d i r ec t  e f f e c t  upon 
them, msy I mention in  conclus ion  t h a t  the  old saw app l i cab l e  to 
Maine e l e c t i o n s  might well be paraphrased to read, '%s non-occupational  
d i s a b i l i t y  goes, so goes workmen's compensation j. 
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INTERSTATE AND O ~ L  RATING PLANS 

BY 

SEYMOUB E. SMITH 

The Nat iona l  Council  on Compensation Insurance has r e c e n t l y  
adopted two ra ther  extensive modif icat ions to the ex i s t ing  r a t i ng  
plans for  workmen's compensation insurance.  The f i r s t  is the ex- 
t ens ion  of  the experience r a t i n g  plan from an i n t r a - s t a t e  to an 
i n t e r s t a t e  basis .  The second provides for the op t ima l  cembination 
fo r  r e t r o s p e c t i v e  r a t i ng  purposes of  workmen's compensation and 
other  t h i r d  par ty  l i a b i l i t y  l i n e s .  This extension of the r e t r o -  
spect ive r a t i ng  plan fu r the r  provides tha t  the r a t i ng  va'lues are 
not f ixed in tabular  form as in the cur ren t  r e t rospec t ive  proce- 
dure, but may be selected by the assured and the ca r r i e r  in accord- 
ance with the rules  es tab l i shed  for the plan. I t  is the i n t en t  of  
th i s  paper to out l ine  the reasons for these modif icat ions and the 
procedures tha t  w i l l  be involved in the i r  app l ica t ion .  

I n t e r s t a t e  experience r a t i n g  is noth ing new in the f i e l d  of 
workmen's compensation insurance, having been in use in an appreci- 
able number of  s t a t e s  prior to i ts  discontinuance in Ju ly  of 1932. 
At that  time the pr inciple  of i n t e r s t a t e  ra t ing  was s t i l l  advocated 
by the major i ty  of the ca r r i e r s ,  but there were several  p r ac t i ca l  
d i f f i c u l t i e s  which appreciably  reduced the e f f e c t i v e n e s s  of i t s  
appl ica t ion  and made such discontinuance advisable.  The f i r s t  d i f -  
f i c u l t y  was the l imited number of j u r i s d i c t i o n s  to which the plan 
appl ied .  Several  of the large i n d u s t r i a l  s t a t e s  would not permit 
i n t e r s t a t e  r a t i n g ,  and i n s i s t e d  upon the i r  own ind iv idua l  i n t r a -  
s t a t e  plans.  This not  only reduced the number of  r i sks  which were 
e l i g i b l e  for i n t e r s t a t e  ra t ing  but a lso  d r a s t i c a l l y  cu r t a i l ed  the 
e f f e c t i v e n e s s  of  the p lan  for many r i s k s  which did  q u a l i f y .  A 
second d i f f i c u l t y  was the h igh ly  complicated procedure involved. 
An average modi f i ca t ion  for the r i s k  was f i r s t  c a l cu l a t ed  using 
the combined experience for a l l  s t a t e s .  This average modif icat ion 
applied in each s t a t e  where the r i sk  did not qual i fy  for ra t ing  on 
an i n t r a - s t a t e  bas i s .  For s t a t e s  where the r i s k  did q u a l i f y  for  
r a t i n g  the s t a t e  modif ica t ion  was ca l cu la t ed  and then mul t ip l ied  
by an ' ~ "  f a c t o r .  This ,~7,, f a c t o r  was the r a t i o  of  the t o t a l  
ad jus t ed  loss ,  obtained by applying the average modi f ica t ion  to 
the t o t a l  expected losses for qual i fy ing s t a t e s ,  to the sum of the 
i n t r a - s t a t e  adjus ted  losses for  these s t a t e s .  This was a compli- 
cated and laborious procedure a t  bes t ,  and under the s t a t i s t i c a l  
procedures in e f f e c t  a t  tha t  time the plan involved a burden and 
expense upon the business tha t  did not seem to be j u s t i f i e d  by the 
r e s u l t s  obtained. In addi t ion ,  the overal l  need for an i n t e r s t a t e  
experience r a t ing  plan was mate r ia l ly  lessened by the fac t  that  in 
1932 there  were t h i r t e e n  s t a t e s  in which workmen's compensation 
r a t e s  were not  sub jec t  to r e g u l a t i o n .  I f  the i n t r a - s t a t e  r a t i n g  
procedure did not develop proper r e s u l t s  for a r isk  with mul t i  
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s t a t e  opera t ions  the premium in the unregula ted  s t a t e s  could be 
a d j u s t e d  to produce the r equ i red  o v e r a l l  r e s u l t s .  This was, of  
course,  not the most des i r ab l e  method, but i t  did serve a h igh ly  
p r a c t i c a l  purpose in developing s a t i s f a c t o r y  ra tes  for  i n t e r s t a t e  
r i sks .  Thus, although i n t e r s t a t e  r a t ing  was abandoned as a formal- 
ized r a t i n g  plan, i t  was s t i l l  ca r r i ed  on informal ly  for a large 
propor t ion of i n t e r s t a t e  r i s k s .  

The theory of experience r a t i n g  is t ha t  the degree to  which a 
r i s k  is be t t e r  or worse than the average of a l l  r i sks  of the same 
c lass  sha l l  be measured by the experience of the past .  The ac tua l  
losses for the experience period are cctnpared with the losses con- 
templated by the manual, or average, r a t e s .  The d i f fe rence  between 
the ac tua l  and expected losses  is  tempered by the amount of c re-  
dence tha t  can be given to the ac tua l  experience,  and as the r i s k  
increases  in s i ze  a g rea te r  amount of  r e l i a b i l i t y  can be placed 
upon i t s  own losses .  I f  an i n t e r s t a t e  r i s k  is broken up in to  seg- 
ments and the opera t ions  in each s t a t e  are ra ted  s e p a r a t e l y  the 
r e s u l t i n g  decrease in c r e d i b i l i t y  may very well  r e s u l t  in modified 
ra tes  which wi l l  produce an ove r - a l l  premium for the r i sk  which is 
pa lpably  too high or too low. There is the a d d i t i o n a l  problem, 
qui te  frequent among cont rac t ing  r i sks ,  of the assured who expands 
h i s  operat ions to an a d d i t i o n a l  s t a t e .  Under an i n t r a - s t a t e  plan 
this risk must be written at manual rates in the new state regard- 
less of how good or how bad his experience record has been for 
similar operations in other states. Since within a very short time 
ra te  regu la t ion  wi l l  be in e f f e c t  for almost a l l  casua l ty  l ines  in 
a l l  but a very few s t a t e s ,  i t  w i l l  no longer be possible to  a r r ive  
a t  a proper over -a l l  ra te  for the individual  r i sk  by ad jus t ing  the 
r a t e s  for those j u r i s d i c t i o n s  or l ines  of insurance which are not 
subject to supervision. The National Council onCompensation Insur- 
ance recognized that this change in the rate regulatory picture 
plus the new legal concept of insurance as interstate commerce 
presented a very real and practical problem in developing proper 
rates for interstate risks which would only be solved satisfac- 
torily by the adoption of an interstate experience rating program. 

There have been two developments during the intervening years 
since the old interstate experience rating plan was discontinued 
which will make for a far less cumbersome and complicated proce- 
dure. The first is the Unit Statistical Plan which was adopted by 
the National Council in 1934 and which is now inuse in practically 
every state. This plan for the compilation of basic statistics 
furnishes the individual experience record of every risk in the 
state, thuse]iminating the need for the separate experience rating 
reports required by the procedure in effect in 1932. The second 
development is the multi-split experience rating procedure which 
was introduced in 1940 and which is now in effect in all except a 
very few states whose independent rating bureaus are renowned for 
their rugged individualism. The multi-split plan is much more 
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simple in opera t ion  than the old experience r a t i n g  plan and is 
r e a d i l y  adaptable  to combination between s t a t e s .  

The new i n t e r s t a t e  experience r a t i n g  plan was f i l e d  to become 
e f f e c t i v e  October 1, 1947, and a t  the time of th i s  wr i t ing  is now 
e f f e c t i v e  in 21 s t a t e s ,  and pending in a l l  but a few s t a t e s .  For 
those s t a t e s  in which i t  is  in e f f e c t  the plan provides tha t  any 
r i s k  which qua l i f i ed  for experience r a t i ng  in any one s t a t e  on an 
i n t r a - s t a t e  bas is  s h a l l  be e l i g i b l e  fo r  i n t e r s t a t e  r a t i n g  and 
s h a l l  be rated upon the experience of a l l  s t a t e s  combined for which 
the plan has been approved. The i n i t i a l  s tep  in the r a t i n  6 proce- 
dure is  the f i l i n g  by the ca r r i e r  of the N o t i f i c a t i o n  of Coverage 
form, which l i s t s  each s t a t e  in which the r i s k  operates and the 
r i s k  name and policy number for each s t a t e .  This form is necessary 
s ince  the present  Unit Reports for  the ind iv idua l  s t a t e s  do not 
show whether or not the r i sk  operates in other j u r i s d i c t i o n s .  The 
i n f o r m a t i o n  required  for  t h i s  N o t i f i c a t i o n  of Coverage form is  
r e a d i l y  ava i l ab le  to the c a r r i e r  from i t s  payro l l  aud i t  records .  
When the Na t iona l  Council  rece ived  the l i s t  of s t a t e s  from the 
c a r r i e r  the Unit Report cards are drawn for the r i sk  and the actual  
and expected primary and excess losses for each s t a t e  are entered 
on the present  experience r a t i n g  form. The r a t i n g  forms for each 
s t a t e  are placed together and the t o t a l s  for each s t a t e  are posted 
on the Summary Sheet  for  I n t e r s t a t e  Risks  shown as Exh ib i t  A 
a t t ached .  This summary sheet  is  the form on which the i n t e r s t a t e  
experience modif ica t ion  is c a l cu l a t ed .  The r a t i n g  formula is the 
same as tha t  in  the i n t r a - s t a t e  m u l t l - s p l i t  plan as follows: 

M ~ Ap + B + WAe 
Ep+ B+WEe 

The actual  and expected primary and excess losses are the t o t a l s  
for  a l l  s t a t e s  combined. The "B"  value is  the weighted average of 
the "B"  values for each s t a t e  based upon the t o t a l  expected losses 
for a l l  s t a t e s  combined. The "W" fac tor  is s im i l a r l y  the weighted 
average o f  the "W" fac to r s  for each s t a t e  based upon the t o t a l  
expected losses for a l l  s t a t e s  combined. The weights used are the 
expected losses for each s t a t e .  

The experience modif ica t ion determined by the above procedure 
app l i e s  in a l l  s t a t e s  in which i n t e r s t a t e  experience r a t i n g  is  
e f f e c t i v e ,  thus e l iminat ing the cumbersome procedure under the old 
i n t e r s t a t e  plan under which the modif icat ion was adjusted for each 
s t a t e  developing a qua l i fy ing  volume of experience. The use of a 
s ingle  modif ica t ion  for a l l  s t a t e s  follows the concept of consid-  
e r i n g  the r i s k  in i t s  e n t i r e t y .  Under the i n t r a - s t a t e  plan i f  a 
r i s k ' s  operat ions  are ca r r i ed  on a t  s eve ra l  d i f f e r e n t  loca t ions  
w i th in  the s t a t e  the r i s k  is r a t ed  as a whole and no at tempt is 
made to develop a separate modif icat ion for each individual  loca- 
t ion.  Under an i n t e r s t a t e  procedure the same treatment was consid- 
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ered to  be the most des i rab le ,  since no p rac t i ca l  advantages accrue 
from measuring the experience as segregated by s t a t e  boundaries.  
I f  the d i s t r i b u t i o n  of the r i s k ' s  operations by s t a t e  is  r e l a t i v e l y  
s t a t i c  the development of a separate  modi f i ca t ion  for each s t a t e  
under an i n t e r s t a t e  plan w i l l  have no e f f e c t  upon the o v e r - a l l  
premium for the r i s k ,  and an unnecessary amount of labor and ex- 
pense w i l l  be incurred. I f  the d i s t r i b u t i o n  of operations by s t a t e  
is  subjec t  to  appreciable f l uc tua t i on  the use of separate modif i-  
ca t ions  by s t a t e  may produce very undesirable r e s u l t s .  Indiv idual  
s t a t e  modificat ions would have to be adjusted to  produce the over- 
a l l  i n t e r s t a t e  modif icat ion for the r i sk  and the adjustment factor  
might be very s u b s t a n t i a l  for a r i s k  wi th  opera t ions  spread out 
over many s t a t e s .  I f  operat ions were g r e a t l y  expanded in a s t a t e  
where a small volume of experience had produced abnormally favor-  
able or unfavorable r e su l t s ,  the e f f e c t  of a subs tan t ia l  adjustment 
fac tor  could produce ra tes  that  would be unreasonably lowor high for 
the r i sk .  

Before going in to  the ac tua l  procedures involved i t  seems de- 
s i r ab le  to out l ine  the reasons why the National  Council on Compen- 
s a t i o n  Insurance has adopted the ex tens ion  of the r e t r o s p e c t i v e  
ra t ing  procedure to provide for the optional combination for r a t ing  
purposes on an i n t e r s t a t e  bas is  of  workmen's compensation wi th  
other  t h i rd  party l i a b i l i t y  l ines ,  and a l so  why the procedure was 
fu r t he r  extended to provide tha t  the r e t ro spec t i ve  r a t i n g  values 
should not be e s t ab l i shed  in tabular  form but may be se lec ted  by 
the assured and the c a r r i e r  in accordance with the r u l e s  e s t a -  
b l i shed .  As in the case of i n t e r s t a t e  experience r a t ing ,  the re -  
cent changes in the casual ty  ra te  regula tory  picture have raised a 
very p r a c t i c a l  problem in the r a t i ng  of large r i s k s .  Ever since 
the in t roduct ion  of re t rospect ive  ra t ing  in 1936 th is  type of plan 
has been applied to a s t e a d i l y  increas ing number of r i sk s .  During 
the ea r ly  years of the plan many ca r r i e r s  experimented with wr i t ing  
a l l  t h i r d  par ty  l i a b i l i t y  l ines  inc lud ing  compensation under a 
s i ng l e  o v e r - a l l  r e t r o s p e c t i v e  plan. Since automobile and other  
l i a b i l i t y  r a t e s  were unregulated in most s t a t e s ,  the premium for  
these l ines was an amount which when added to the approved compen- 
s a t i on  premium produced the premium developed by the ove r -a l l  re-  
t rospect ive  agreement. I t  was found tha t  th i s  type of plan was ex- 
ceedingly successful  in i t s  operation, and i t  became increas ingly  
popular wi th  both c a r r i e r s  and assureds  as i t  demonstrated i t s  
a b i l i t y  to  produce a f i n a l  premium which came far c loser  towards 
meeting the ac tua l  needs of the indiv idual  r i sk  than any casua l ty  
r a t i n g  plan tha t  had ye t  been developed.  ] h i s  type of  plan was 
given a fu r the r  impetus by The Comprehensive Rating Plan for Na- 
t i ona l  Defense Pro jec ts  which was developed by the United S t a t e s  
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Government j u s t  prior  to our ent ry  in to  the war. This was a r e t ro -  
s p e c t i v e  plan which combined workmen's compensation and other  
t h i r d  par ty  l i a b i l i t y  l ines  for r a t i n g  purposes. The reason for 
the success fu l  opera t ion of th i s  type of  plan is tha t  i t  brings 
the advantages of multiple l ine underwriting down to the individual  
r i s k  level .  Although each line of insurance must receive separate 
c o n s i d e r a t i o n  in a l l  of  i t s  various aspec t s  both the insurance 
buyer and the underwriter  are pr imari ly  concerned with whether or 
not the t o t a l  premium for a l l  th i rd  party l i a b i l i t y  l ines properly 
r e f l e c t s  the over -a l l  experience and hazards of the r i sk .  No matter 
how ca re fu l ly  ra tes  and ra t ing  plans are developed for any one l ine 
of casual ty  insurance the resu l t ing  ra tes  wi l l  be too high for some 
r i s k s  and too low for o thers .  When severa l  l ines  are combined in 
r a t i ng  the indiv idual  r i sk  the chance for t he i r  over -a l l  accuracy 
is g r ea t ly  enhanced, since any inequi ty  developed in any one line 
w i l l  tend to be o f f s e t  in another l ine .  

At the present  time ove r - a l l  r e t r o s p e c t i v e  r a t i n g  has passed 
beyond the experimental  s tage and has become an in t eg ra l  part  in 
the r a t i n g  of large casua l ty  r i sks  throughout the country.  Since 
r a t e  r e g u l a t i o n  w i l l  soon become e f f e c t i v e  for  a l l  t h i r d  par ty  
l i a b i l i t y  l i n e s i n  almost every s t a t e  i t  hecame necessary to develop 
a formal over -a l l  re t rospect ive  plan within the framework of leg is -  
la t ive  enactment to avoid a serious d is rupt ion  of the casual ty  in- 
surance market that  would be harmful to  assureds and car r ie rs  a l ike .  

In consider ing the development of such a plan recogni t ion  was 
given to the c r i t i c i sm that  the current  re t rospec t ive  plan tabular 
minimum and maximum premium ra t ios  were too r i g i d .  Under the cur- 
r e n t  compensation r e t r o s p e c t i v e  plans  A, B and C which are in 
e f f e c t  in a large number of s t a t e s  a p a r t i c u l a r  s ized  r i sk  may 
s e l ec t  P lanAin  which the standard premium is the maximum or Plans 
B or C with comparatively high maximum ra t i o s  for a l l  but the ex- 
ceedingly  large r i sk s .  There are many r i sks  which prefer  the re-  
t rospect ive  type plan and are wi l l ing  to assume a penalty for poor 
exper ience  in r e t u rn  for a reward for  good exper ience ,  but for 
which the present  choices are not appropriate in tha t  the possible 
saving under Plan A is not a t t r a c t i v e  enough and the Plan B or 
Plan C maximum is higher than the r i sk  is able to  assume. To solve 
t h i s  s i t u a t i o n  i t  was decided tha t  a formula type plan should be 
adoptedunder  which there would be an unlimited choice of maximum 
and minimum r a t i o s .  The values most 
then be se lected by the ca r r i e r  and 
surance charge determined. 

Retrospective Bating - Plan D is 

appropriate for the r i sk  could 
the assured and the proper in- 

the name given to the over-a l l  
r e t rospec t ive  ra t ing  plan which has been developed by the Natiofial 
Council on Compensation Insurance. I t  is an i n t e r s t a t e  plan which 
provides for the optional combination for ra t ing  purposes of work° 
men s compensation with other th i rd  party l i a b i l i t y  l ines .  I t  w i l l  
be f i l e d  only in those s t a t e s  and for those l ines of insurance in 
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such s t a t e s  for  which r a t e s  and a c t i o n  in concer t  wi th  r e s p e c t  
t h e r e t o  are subject  to s t a t e  r egu l a t i on .  The q u a l i f i c a t i o n  poin t  
is  $5,000 of annual s tandard premium for a l l  l ines  combined sub- 
j e c t  to the plan. For l ines  other than workmen's compensation the 
plan does not apply to premiums or losses for  coverage in excess 
of  a l imi t  of $10,000 per acc iden t  exc lus ive  of a l l o c a t e d  claim 
expense. The ove r - a l l  minimum and maximum premium r a t i o s  for the 
r i s k  are s e l e c t e d  in advance by the assured and the c a r r i e r  and 
the appropriate basic premium r a t i o s  are ca lcula ted  separa te ly  for 
workmen's compensation and for other t h i r d  party l ines .  The ru les  
of  the plan provide t ha t  r a t i n g v a l u e s  s h a l l  be c a l c u l a t e d  upon 
the bas is  o f  50%, 100% and 150% of the t o t a l  e s t ima ted  annual  
standard premium. I f  desired,  r a t ing  values may also  be ca lcu la ted  
for premium s izes  below 50% and above 150To of the est imated annual 
premium. A table  of the ca l cu l a t ed  r a t i n g  values sha l l  be made a 
p a r t  of the r e t r o s p e c t i v e  endorsement ,  and i f  the f i n a l  t o t a l  
audi ted standard premium for the r i s k  f a l l s  between a n y  two of the 
amounts shown in the t ab le  the f i n a l  r a t i n g  values for  the r i s k  
s h a l l  be obtained by s t r a i g h t  l ine i n t e r p o l a t i o n  between the cor-  
responding tabular  va lues .  The loss  conversion fac tor  may a l so  be 
se l ec t ed  by the assured and the c a r r i e r ,  but sha l l  not be g rea te r  
than 1.13 for stock c a r r i e r s  or 1.30 for non-stock c a r r i e r s .  

In developing the r a t ing  values for th is  plan the f i r s t  problem 
for  cons idera t ion  was the determinat ion of proper insurance char-  
ges - tha t  is the charge for losses in  excess of the maximum pre- 
mium less  the expected saving on the minimum premium. There was 
ava i l ab l e  the cur ren t  tab le  of compensation excess pure premium 
r a t i o s  which u n d e r l i e s  the p re sen t  compensation r e t r o s p e c t i v e  
plans, but th is  table is on a standard premium basis .  Since several  
l ines  of insurance with d i f f e r e n t  permissible loss r a t i o s  are in-  
volved in plan D the table could not be used in i t s  present  form. 
Therefore ~Table M" was evolved, which is the current  table of ex- 
cess pure premium r a t i o s  converted from a premium to an expected 
loss basis .  As a measure of the d ispers ion of losses about the ex- 
pected i t  may be used for any expected loss r a t i o .  The next pro- 
blem was whether th is  table ,  which was developed from compensation 
exper ience,  could be used for other  t h i rd  party l i a b i l i t y  l i ne s .  
Since un i t  reports  are not avai lable  for automobile and other l i a -  
b i l i t y  insurance,  an exact  check could not be made. However, the 
Actuar ia l  Committee of the National  Council reviewed the table and 
was of the opinion tha t  i t  would produce s a t i s f a c t o r y  r e s u l t s  for 
these l ines  when applied to expected losses for coverage wi th in  a 
$10,000 accident  l imi ta t ion .  In view of the r e l a t i onsh ip  of average 
claim cos ts  between compensation and other  t h i r d  par ty  l i a b i l i t y  
l ines  th i s  seems to be a reasonable conclusion. The average compen- 
s a t i o n  c la im cost  ( indemnity and medical combined and inc lud ing  
non-compensable medical cases) for the f i r s t  s ix  months of pol icy  
year  1945, as compiled by the New York Compensation Insurance  
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Rating Board in June of  1947 amounted to $162. Compared with th i s  
the average incur red  claim cos t  for  one large  c a r r i e r  for the 
f i r s t  nine months of calendar year  1947 for automobile and other  
l i a b i l i t y  and property damage combined was $151 based upon an in-  
curred loss volume in excess of  $21,000,000. 

To determine the insurance charge for a pa r t i cu la r  r i sk  the ex- 
pected losses are determined separa te ly  for workmen's compensation 
and for other  th i rd  par ty  l i a b i l i t y  l i nes .  For compensation the 
t o t a l  expected losses are determined by mul t ip lying the est imated 
annual s tandard premium for each s t a t e  by the appropriate  f ac to r  
taken from the Tableof Workmen's Compensation Expected Loss Ratios 
promulgated by the Nat ional  Council .  These expected loss r a t i o s  
are those under lying the approved ra t e s  in each s t a t e .  For l ines  
other than compensation the expected losses are those contained in 
the c a r r i e r ' s  approved f i l i n g  for each s t a t e  involved.  When the 
t o t a l  expected losses have been determined the "Table M" values 
are obtained for the selected maximum and minimum loss r a t i o s  based 
upon the t o t a l  r i s k  expected loss s i ze .  The net  insurance charge 
is determined separa te ly  for compensation and other l ines by mul- 
t i p l y i n g  the product of the expected lossed for  the l ine and the 
"Table M" values bythe loss conversion fac tor .  When the net insur-  
ance charge has been determined i t  remains to add the proper ex- 
pense costs  to  obtain the basic premiums for the r i sk .  For work- 
men's  compensation the t o t a l  p rov i s ion  for expenses o ther  than 
taxes is 17.5% of the expected losses represent ing claim, inspec- 
t i on  and bureau expense plus the following percentages of the s tan-  
dard premium for acquis i t ion ,  adminis t ra t ion and audit:  

For Stock Companies 

27.0~,,o of f i r s t  $1,000 
16.6 of next 4,000 
11.6 " 95,000 
10.1 a l l  over 100,000 

For Non-Stock Companies 

27.0% of f i r s t  $1,000 
22.1 of next 4,000 
19.2 a l l  over 5,000 

The non-stock ca r r ie r s  w i l l  use the above expense provisions in 
l i e u  of the Non-Stock Adjustment Factors applicable for Plans A, B 
and C. The provis ion for claim, inspect ion and bureau expense is 
taken as 17.5% of the expected losses so that  a uniform percentage 
could be used for s t a t e s  with and without expense cons tan ts .  ]he 
s tandard provisions are as follows: 

Expense Cons tant  
ta tes  

Claim 8.3% 
Inspect ion & Bureau 2.6~ 

10.9% 

Nc~. -Expense Constant 
S ta tes  

8.0% 
2.5% 

10.5% 

E x a c t e d  Losses 62.5% 60.0% 
17.5% Expected Losses 10.9% 10.5% 
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The stock company provis ions  for  a c q u i s i t i o n ,  a d m i n i s t r a t i o n  
and audit  shown in the above gradat ion are the standard provisions 
in National Council s t a t e s  except for the f i r s t  $1,000, where they 
are the s tandard  p rov i s ions  in the non-expense cons t an t  s t a t e s  
only.  For the expense cons tan t  s t a t e s  the s tandard provis ion  in 
the f i r s t  $1,000 is 24.1% instead of the 27.0% shown in the table .  
As a p rac t i ca l  matter i t  was decided to avoid the use of two sepa- 
r a t e  tables  for Nat ional  Council  s t a t e s  since the d i f f e r e n c e  be- 
tween 27.0% and 24.1% applies  to only the f i r s t  $1,000 of standard 
premium and makes a maximum d i f fe rence  of $29 on r i sks  which must 
be $5,000 or over. ]bus the maximum di f fe rence  is 0.6% for a mini- 
mum s ized  r i s k ,  which reduces to less  than 0.1% a t  the $30,000 
s tandard premium s i z e .  This d i f f e r e n c e  is so small  t h a t  i t  does 
not j u s t i f y  the use of a separate  table and may very well  he con- 
s ide red  as par t  of the cont ingency loading.  In a d d i t i o n  to  the 
above compensation expense provisions there shal l  be a contingency 
loading of 1%, which conforms to the present r e t rospec t ive  r a t i ng  
procedure. 

The above expense provis ions ,  less  the provis ion for expenses 
in the loss conversion fac to r ,  sha l l  be added to the net insurance 
charge to obtain the compensation basic premium. The expense pro- 
v i s i o n  in the loss  convers ion  f a c t o r  is  the f a c to r  minus u n i t y  
mul t ip l i ed  by the expected losses .  For example, i f  the loss con- 
vers ion  fac tor  is 1.13 and the expected loss r a t i o  is  62.5%, the 
expense provision in the loss conversion fac to r  is 8.1% of s t an -  
dard premium. 

(1 .13-1.0)  x .625 "- .081 

I t  is  permissible to  round the basic premium determined above 
providing tha t  such rounding does not  reduce the contingency fac-  
tor to less than 0.5%. For l ines other than workmen's compensation 
the expense provis ions  s h a l l  be in accordance with the c a r r i e r ' s  
approved f i l i n g s  for the s t a t e s  involved. I t  is provided, however, 
tha t  the t o t a l  provision for contingencies and expenses other than 
taxes for these l ines  s h a l l  not be less  than 15% of the s tandard 
premium plus 13% of the expected losses for such l ines .  The reason 
for  th i s  provis ion is to  make sure tha t  the compensation premium 
can not be adverse ly  a f f e c t e d  by any changes in the d i s t r i b u t i o n  
by l ine  of insurance between the es t imated  and the f i n a l  aud i t ed  
standard premium. I f  the l i a b i l i t y  expense allowance were permitted 
to be less than the above provision,  the over-a l l  maximum and mini- 
mum premiums would be lower than those contemplated by the insur-  
ance charges i f  the f i n a l  audited l i a b i l i t y  standard premium should 
be a smaller percentage of the t o t a l  than in the es t imated .  This 
would of course have an adverse e f f e c t  upon the worlanen's compen- 
sa t ion insurance charges. To el iminate  th is  p o s s i b i l i t y  the mininarn 
l i a b i l i t y  expense and cont ingency prov is ion ,  excluding  tax,  was 
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established as above. This is the same expense provisions as would 
be provided for workmen's compensation premium inexcess of $5,000. 
This is shown in the following exhibit .  

Compensation Claim, 
Inspection & Bureau 

Compensation Acquisition, 
Admin. & Audit 

Compensation Minimum 
Contingency Factor 

Less 13% of Expected Losses 

Expense Constant Non-Expense Constant 
State State 

10.9% 10.5% 

11.6 11.6 

0.5 0.5 
23.0 
-8.1 -7.8 
14.9 14.8 

The above figures of 14.9%o and 14.8% were rounded to 15%. 
For r isks involving ex-medical workmen's compensation coverage, 

the Plan D ra t ing  values are ca lcu la ted  by using the ex-medical 
standard premium. The compensation basic premium ra t io  determined 
in this manner i s  then multiplied by the ra t io  of the fu l l  medical 
standard premium to the ex-medical standard premium. The increased 
bas ic  premium r a t i o  is then applied to the ex-medical standard 
premium in rat ing the risk.  This is the same procedure as is  cur- 
rent ly applied to re t rospect ive  Plans A, B and C. 

The determination of the final  retrospect ive premium under Plan 
D is in accordance with the following formula. 

Retrospective Premium -. ~Basic Premium + (Losses x Loss Con- 
version Factor)J x tax multiplier. 

(Subject to minimum and maximum premiums) 

The premium for each s ta te  and llne of insurance is a l located 
on the basis  of i t s  own indicat ions.  For each s t a t e ,  separa te ly  
for each l ine of insurance, the standard premium times the basic 
premium ra t i o  is added to the actual converted losses and the sum 
multiplied by the appropriate tax mult ipl ier .  I f  the to ta l  re t ro-  
spect ive  indicated premium for the r i sk  is  over the maximum the 
indicated premium for each s ta te  and line of insurance is multi- 
plied by the ra t io  of the over-aU maximum to the over-all  indica- 
ted premium. A similar procedure is  followed i f  the to ta l  indicated 
retrospect ive premium is under the minimum. 

I t  wil l  be recalled that the rating values to be applied to the 
final audited standard premium are taken from the table of rating 
values contained in the r e t r o s p e c t i v e  r a t ing  endorsement. The 
values in this  table are calculated for 50%, 100% and 150% of the 
estimated annual standard premium, and i f  the f inal  audited stan- 
dard premium fa l l s -be tween  any two of the premium s izes  in the 
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table  the rat ing values shal l  be obtained by using s t ra igh t  l ine 
in te rpo la t ion  between the tabular  values shown. Tests  have been 
made to determine the propr ie ty  of th i s  in te rpola t ion  procedure, 
and in every case the r e s u l t  i s  to provide a small add i t iona l  
safety  margin in the insurance charge while maintaining the proper 
expense provisions. This resu l t  has been confirmed by a large num- 
ber of similar t e s t s  made by the Connecticut Insurance Department. 
An example of the sa fe ty  margins may be shown for a compensation 
r isk with an estimated annual standard premium of $25,000 and ex- 
pected losses of $15,000. I f  a maximum premium ra t io  of 125% and a 
minimum premium ra t i o  of 56% are selected for the risk the appro- 
pr ia te  basic premium ra t ios  are 20.6% for the $25,000 premium size 
and 28.2% for the $12,500 premium size ,  with a loss  conversion 
factor of 1.13. The basic premium ra t ios  obtained by interpolat ion 
for  the $15,000 and $20,000 premium s izes  r e spec t ive ly  are 26.7% 
and 23.6%. These interpolated basic premium ra t ios  conta ina  safety 
margin of 0.6% and 0.9% respec t ive ly  over what would be provided 
by the actual  basic premium r a t i o s  ca lcula ted  for these premium 
s izes .  

I t  is believed by the proponents of Retrospective Rating - Plan 
D that the plan is ac tuar ia l ly  sound and wil l  represent ades i rable  
s tep  forward in the ra t ing  of s izeable  casua l ty  r i sks .  The plan 
has been so designed as to provide ample safeguards and sa fe ty  
margins so that the in tegr i ty  of the workmen's compensation rat ing 
procedure wi l l  in no way be endangered by the combination for  
rat ing purposes of workmen's compensation and other th i rd  par ty 
l i a b i l i t y  l ines .  
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EXPERIENCE RATING FORM-SUMMARY SHEET FOR INTERSTATE RISKS F.,1~:1~" 

Name of Risk Effective Date 

(1) 

State 

(2)  (3 )  [4)  (5 )  
Total Expected Ratlna Vi luN 
Losses by State (h lX ld  on Rsrn 21) 

Rltio of 
Post ; t im (d) Item(2) liW,e , , ~ .  
ERM-! or 2 to Total 

(2S] 

(6 )  (7 )  ( 8 )  ( 9 ]  

Excass Losses primary Losses 
Actual Expected Actual Expected 

Post Itam(¢) Pelt Item( f ) Pelt Itam (b) Post Item (e) 
ERM-1 or 2 ERM-1 # ERM-I or 2 ERM .1 or 2 

Total (a) I (b) 
or , |.000 

Averase I 

Notes 

(4b)  = Sum of [ ( 3 )  x ( 4 ) ]  

( b c ) = ~ u m o f  [ ( 3 ) x  ( 5 ) ]  

e~ For retlngs Involving ex-medk:~l 

exposure Post in Column (7)  

Item (~) form ERM.2 

ERM.? 

(¢) ( d )  (e) 

Item (5c] Item (5c) 
( 1 0 )  Average " B "  Value 

( 1 1 )  Retable Excess 
(4b)  x(6d~ (4b) x (7e) 

12 ) Totals 
( f }  (g)  

| Charge '~ I Credit 
( 1 3 )  ~xperlence M0d, I I 

( f ) - -  (S )  . . . . . . . . . . .  I I 
Adjusted r l te l  rosultlnB from this modification 
Ihsll be subject to the ipproyal of th t  Bureaus 

IMiyine jurlldlcUon. 
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MASSACHUSETTS WORKMEN'S COMPENSATION RATE 

MAKING- PRIMARY- EXCESS B A S I S  

by 

L. W. ~ O N  

Workmen's Canpensation Rates in Massachusetts, planned to become 
e f f e c t i v e  December 31, 1947, are basedon c l a s s i f i c a t i o n p u r e  premiums 
produced by the Primary-Excess method. Herein culminates more than 
two years  of  research on t h i s  sub jec t .  This development may well  
usher in a new basis  of  pure premium se l ec t ion  genera l ly ,  for de- 
pending upon how s a t i s f a c t o r i l y  th i s  basis  of  pure premium se lec t ion  
works ou t  in  M a s s a c h u s e t t s ,  o t h e r  j u r i s d i c t i o n s  a re  bound 
to be influenced. 

In t h i s  paper I wi l l  attempt to narra te  the pe r t inen t  fac tors  in 
t h i s  research. However, I make no pretense  to o r i g i n a l i t y  in much 
of  the material  presented herein.  The members of the Actuarial  Com- 
mi t t ee  of the Massachusetts  Bureau i n d i v i d u a l l y  and c o l l e c t i v e l y  
have contr ibuted most in the prepara t ion  of th is  new basis  of pure 
premium se lec t ion .  

This ou t l ine  of  the development of Workmen's C~npensation Rates 
in  Massachusetts on the Primary-Excess basis  is  the piecing together 
of  various records and ideas expressed as research was in process. 
The o r ig ina l  thought t ha t  m u l t i s p l i t  t reatment  of  losses  could be 
used to advantage in the making of Workmen's C~npensation C l a s s i f i -  
cat ion ra tes  probably goes back to the per ioda  few years before the 
war when the present Experience Rating Plan involving th i s  pr inc ipa l  
was under cons idera t ion .  The war e f f e c t i v e l y  stopped any tang ib le  
r e s u l t s  along t h i s  l i n e  a l though during the war the thought  was 
sometimes expressed t h a t  c e r t a i n  weaknesses in the Standard Rate 
Making procedure couldbe overcome i f ,  instead of dividing the losses 
between Serious, Non-Serious, and Medical, they could be segregated 
between Primary and Excess losses by c l a s s i f i c a t i o n .  

Designation of  Massachusetts as the s t a t e  for  o r ig ina l  research 
on th i s  subject  was log ica l .  One of  the larger  volumes of  experience 
i s  here represented;  no problem of  ex-medical p o l i c i e s  p resen ted  
i t s e l f ;  tabula t ing  research to prepare the necessary volume of  losses 
s p l i t  to  Primary and Excess on punch cards could be e f f e c t i v e l y  
handled; and State  Insurance o f f i c i a l s  ea r ly  expressed an i n t e r e s t  
in  the Primary-Excess method of  pure premium se lec t ion .  

L i t t l e  need be sa id  in explanat ion of  the Primary-Excess s p l i t  
of  losses since th i s  basic idea has been so well es tab l i shed  in the 
current  ExperienceRat ing Plan. All compensable Massachusetts losses 
below $400,indemnlty and medical combined, are considered Primary 
losses .  Above $400 a l l l o s s e s  are s p l i t  between PrimaryandExcess in 
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accordance with a geometric progression designed to produce amaximum 
primary of  $1,200. For example, a given loss of  $2,200 i s  divided 
between Primary and Excess as follows: 

$2,200 
Primary 

Excess 

= 400 + 400 + 400 + 400 + 400 + 200 
400 (2/3)~ + 400 (2[3)I + 400 (2[3) 2 + 400 (2[3) 3 + 
400 (2[3) 4 + 200 (2[3) ~ 

= 1 068 
= 2 200 - 1 068 = 1 132 

In p r a c t i c e  the Primary values are taken from tab les  which ap- 
proximate the above r e su l t s .  

Thus the basic plan i s  to present the c l a s s i f i c a t i o n  experience 
with the losses s p l i t  between Primary andExcess ra ther  than between 
Serious, Non-Serious, and Medical. 

Of fundamental importance i s  the cons idera t ion  tha t  s ince a l l  
losses ,  large and small ,  con t r ibu te  to the l imi ted  values of  the 
Primary, subs tan t ia l  c r e d i b i l i t y  can be assigned to Primary losses,  
and while l i t t l e  c r e d i b i l i t y  can be assigned to Excess, g r e a t e r  
average c r e d i b i l i t y  can be assigned to losses s p l i t  on the Primary- 
Excess basis than under the Standard basis,  in which losses are not 
l imited in any way, with the r e su l t  tha t  more r e l i ab l e  ra tes  can be 
made from the same amounts of losses.  

I t  should be emphasized a t  t h i s  point  tha t  the Primary-Excess 
method at tacks the problem of  producing be t te r  ra te  r e l a t i v i t i e s  by 
c lass  and does not a f f e c t  overa l l  ra te  leve l .  The sanie ra te  level  
wi l l  be produced by e i t h e r  method. 

PRELIMINARY STUDY 

Pre l iminary  work was f i r s t  a t tempted  e a r l y  in 1945 when the 
Standard rev is ion  of the previous f a l l  involving pol icy  years 1941 
and 1942 was prepared on the Primary-Excess basis  and the r e s u l t s  
compared. Not too much thought was given at  the time to the matter 
o f  c r e d i b i l i t y . ,  and the method used gave a high degree of  credi -  
b i l i t y  to the Primary losses with the resu l t  tha t  the Primary-Excess 
answers more c lose ly  followed the indicat ions of the experience than 
did those on the Standard bas is .  Such minor law amendments as re- 
quired a t t en t ion  were r e f l e c t ed  b y f l a t  overall  fac tors .  Even though 
several  major quest ions ,  e spec i a l l y  those r e l a t i n g  to c r e d i b i l i t y  
and appl ica t iono£  law amendment, were l e f t  unanswered i t  was gener- 
a l l y  agreed tha t  the method merited fur ther  study. A year l a t e r  i t  
was decided tha t  research in to  the Primary-Excess bas is  of  making 
workmen's Co~ensat ion  ra tes  should be undertaken by the Bureau to 
s e e i f  solut ions  could be found to cer ta in  problems inherent  in such 
a r a t i n g  basis  as well  as to f ind out whether the Primary-Excess 
method would produce be t t e r  ra tes  than the Standard basis.  
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BASIC RESEAR(~t 

In th i s  ea r ly  work c e r t a i n  f ac t s  became obvious. The s p l i t t i n g  
of  losses to Primary and Excess port ions i s  a I3ureau job. ] h i s  leaves 
unchanged the company repor t ing of data. While ah igh  degree of care 
must be exercised in doing the job, a competent t abu la t ing  c lerk can 
rapidly acquire the knowledge necessary to s p l i t  a y e a r ' s  repor t ing 
of  losses to Primary and Excess. The approximate Massachusetts annual 
volume of $14,000,000 losses d i s t r ibu ted  among 35,000 claims can be 
processed in four or f ive  days by one tabula t ing  clerk,  a s s i s t ed  by 
a sor t ing clerk.  Several pol icy years should be analyzed to provide 
s u f f i c i e n t  volume for thorough, study. 

The experience of  s ix  f u l l  years  1939 through 1944 has been a- 
nalyzed on the Primary-Excess basis  in Massachusetts,  the e a r l i e r  
years r e f l ec t i ng  th i rd  or second report ings.  The method used in ac- 
conpl ishing t h i s  i s  appended, inc lud ing  an explana t ion  of  cross-  
adding on the Tabulat ing Machines to combine indemnity and medical 
amounts on individual  cases. (See Appendages 1 and 2) 

Numerous t a b u l a t i o n s  were prepared to see i f  fundamental laws 
and re la t ionships  could be es tab l i shed  from thePrimary-Excess fimlres. 

The s t a b i l i t y  of  Primary f igu res  was immediately impress ive .  
Average case costs  from year to year were very close when reviewed 
w~thinKinds  of In ju ry  and Indus t ry  Schedule. The Primary por t ion  
of  individual classificationpure premiums showed stability from year 
to year even on fairly small volumes of experience. However, the Excess 
portion showedno such tendencies.Attempted analysesofExcess losses 
from year to year by Industry Schedule and Group showed little in 
the way of stability. (Appendages 3, 4, and S represent some of the 
research and may prove of some value in other jurisdictions.) 

CREDIBILITY ASSIGNMENT 

Noting the s t a b i l i t y  of Primary average case cost  throughout our 
tabula t ions ,  i t  was suggested tha t  the  use of  an actual  case count 
as the basis  of c r e d i b i l i t y  under the Primary-Excess method would 
avoid weaknesses in our present  method of  determining c r e d i b i l i t y  
from the pure premium under ly ing the given ra te  as applied to pay- 
r o l l .  The old N a t i o n a l  exper i ence  which i s  p r i m a r i l y  the  base 
underlying the pure premium for many small c lasses  may bear l i t t l e  
re la t ionship  to the true c r e d i b i l i t y  of  the class .  Also, where ra te  
level  i s  out of l i n e  i t  i s  hard to j u s t i f y  c r e d i b i l i t y  ca l cu l a t ed  
from such out of  l ine  pure premiums. 

As a guide in determining the number of  cases needed for fu l l  
c r e d i b i l i t y ,  Mr. Perryman's paper Some Notes on C r e d i b i l i t y  (Pro- 
ceedings Vol. )(IX) was c i ted .  His conclusions were i n t e r p r e t e d  to 
mean that  a p roper ly  sampled volume of exposure producing 2,653 
cases would on fu r the r  sampling 99 times out of 100 produce within 
5% of the same number of  cases. S imi lar ly  271 rases ,  90 times out 



20 MASSACHUSETTS WDRKMEN'S {X)MPENSATION 
RATE MAKING-PRIMARY-EXCESS BASIS 

of 100, would be reproduced within a variance of  10% 
Committee agreement to base f u l l  Primary c r e d i b i l i t y  on 250 

Primary cases and fu l l  Excess c r e d i b i l i t y  on 500 cases was reached 
af te~ much considerat ion.  Per t inent  in th i s  decision was agreement 
by the Massachuse t t s ,  New Y~rk, and National Cnuncil Ac tua r i a l  
Committees, in  j b i n t  sessioninNew York, tha t  actual  number of cases 
cons t i tu tes  a simple, p rac t ica l  method of assigning c r e d i b i l i t y  and 
one which gives a l i t t l e  more c r e d i b i l i t y  to the c lass  having higher 
actual than expected loss  frequency. 

The c r e d i b i l i t y  table follows: 
C red ib i l i t y  Based on Standard Formula 

A =  

Actual No. of  Gases 
W ~ Primary Excess 

Zp Ze(also Z and Zt) 

100 1.0000 250 500 
90 .8538 213 427 
80 .7155 179 358 
70 .5857 146 293 
60 .4548 116 232 

50 
40 
30 
20 
i0 
5 

3536 88 177 
2530 63 127 
1643 41 82 
0894 22 45 
0316 8 16 
0112 3 6 

APPLICATION OF LAW AMENDMENTS 

I t  was known from the beginning tha t  one of the ch ie f  obstacles  
to th is  ba s i so f  r a t ing  would be the applying of  law amendments.This 
phase of  the research was contributed largely  by one committee member 
and a s a t i s f a c t o r y  method of appl icat ion was devised. Treatment of 
th i s  matter herein is  sketchy and i t  i s  hoped tha t  th i s  subject may 
engage the energiesofsome members of the Society to fur ther  e f f o r t s  
along th i s  l ine .  

For purposes of  ca lcula t ion  of  law amendment factors ,  law amend- 
ments are divided in to  two broad classes.  Inc ludedin  the f i r s t  c lass  
are  the law amendments which inc rease  the percentage  of  weekly 
benef i t s  or which increase the maximum or minimum weekly benef i t s .  
This p a r t i c u l a r  type of  law amendment genera l ly  can be measured by 
a f l a t  percentage to apply to a l l  s i zes  o f  losses .  All o ther  law 
amendments are assigned to a second c l a s s i f i c a t i o n  which includes 
such amendments as changesin waiting periods which v i r t u a l l y  a l l  go 
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into the Primary losses or to extensions of the maximum period or 
amount which ~o largely into Excess losses. 

The increased benefits of the new over the old law can be ex- 
pressed in symbols as follows: 

Total 

Primary 

Excess 

Losses Losses Loss 
(Old Law) (~nended Law) Increase 

A A' A'-A = A A 

Ap A'p A'p-Ap = A Ap 

Ae A'e A'e-A = A Ae 
Basic Ratio = A Ap/ A A 

In a series of increasing law amendments the basic ratio corres- 
ponding to an amendment increasing the law by a specific amount is 
greater than the basic ratio corresponding to an amendment which in- 
creases the law by greater amounts. Also the limit of the basic 
ratio corresponding to an amendment approaches zero as the value 
of the amendment becomes increasingly large and the limit of the 
basic ratio corresponding to a specific amendment can not exceed 
the "D" r a t i o  as the value of  the amendment becomes i n c r e a s i n g l y  
small. These pr inc ip les  may be s ta ted  in symbols as follows: 

A A p / A  A > A A ' p /  AA' ,  where A A <  AA' 

Limit A Ap/ A A " 0, and Limit A Ap/ A A ~ D 

A A "  0a A A ~ - O  

Appendage 6 shows in tabular  form ca l cu l a t i ons  of the e f f e c t  on 
Primary and Excess losses produced by a law amendment increasing by 
10% a l l  temporary t o t a l  losses ,  indemnity  and medical combined. 
Assuming t h a t  medical benef i t s  have not increased th i s  i s  equivalent  
to 15.5% increase on indemnity losses .  Column (12) of  th i s  exhib i t  
shows tha t  i t  would be necessary to applya fac tor  of 1.08659 to the 
Primary losses and a fac tor  of  1. 18912 to the Excess losses to bring 
them to the new law level. The basic ratio shown in Column (13) is 
• 7526 

Using these principles and the calculated values of many Basic 
Ratios a chart was constructed showing a curve for each type of in- 
jury in which the Basic Ratio is a function of the size of the law 
amendment. These charts based on the Massachusetts loss distribu- 
tions are to be used to determine factors to be applied to Primary 
and Excess losses to reflect a specific law amendment. 

The method by which the effect on Primary and Excess losses pro- 
duced by Massachusetts law amendments amounting to 1.207 in 1945. 



E x h i b i t  I 

SCH. 
& GR. 182 CODE 3635 CLASS Gear Mfg, or Grinding 

C L A S S I F I C A T I O N  E X P E R I E N C E  

P R I M A R Y - E X C E S S  BASIS  

PRIMARY EXCESS 
YEAR PAYROLL NO. AMOUNT P,P. NO. AMOUNT 

1935-38 4 597 ~ 58 ' xxxx I xx ! xx xxxx 

1939 1 381 655 16 4 715 [ .34 I 2 838 
i 

1940 2 507 514 20 5 304 .21 1 123 

1941 5 525 028 45 13 309 - 2 4  3 10I 

1942 8 607 488 65 20 617 .24 7 2 294 
i 

193942 18 021 685 146 43 945 .24 13 : 3 356 
i 

1943 14 511 574 123 43 790 .30 18 16 325 

1944 13 257 698 79 26 982 .20 9 3 117 

1943-44 27 769 272 202 70 772 .25 27 19 442 

1939-44 i 45 790 957 348 114 717 -25 40 22 798 
1 

1935.-44 50 388 546 406 xxxx xx xx I xxxx 

"D" Ratios 

(a) Present 

(b) Pres. on Rate Level 

(e) Indicated 1943-44 

(d) Indicated 39-44 [ Z =  70 
i 

(e) l;ormula (d )Z+[ (b )x (1 -Z) ]  

( f )  Proposed 

.90 

.83 

.78 

.83 

.83 

P U R E  P R E M I U M S  

Underlying .47 

Underlying on Rate Level .44 

Derived 1935-44 .29 

Indicated 1943-44 .25 

Formula .26 

Proposed 

Zp=80  ] 

P.P. 

xx 

.06 

.03 

.02 

.11 

.02 

.07 

.05 

xx 

.05 

.09 

.06 

.07 

.06 

t ~  

M A S S A C H U S E T r S  

TOTAL 
AMOUNT 

19 015 

5 553 

5427  

13 410 

22911 

47 301 

60115 

30099 

90 214 

137 515 

156 530 

Ze=lO l 

P.P. 

.41 

.40 

.21 

.24 

.27 

.26 

.41 

.22 

.32 

.30 

.31 
i i 

Zt = 8 0  

.52 

.53 

.35 

.32 

.32 
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and amounting to 1.099 in 1946. i s  shown (See Appendages 7 and 8.)  
I t  wi l l  be noted in the case of  these two amendments that  the e f f e c t  
on Excess lo s ses  i s  very s u b s t a n t i a l l y  g rea te r  percentagewise than 
on Primary losses .  

LIMITATION OF VALUE FOB A SINGLE ACCIDENT 

A simple effective means is used for handling catastrophe cases 
which, at the same time, overcomes a weakness in the Standard rate 
making procedure. The maximum value of any accident is limited to 
$25,000 and in any such accident involving multiple claims the Pri- 
mary value i s  l imited to $2,400 

DEVELOPMENT OF LOSSES 

Positive development of losses is the rule in Massachusetts due 
to the nature of the law. Several policy years were analyzed to 
measure the effect of development under the Primary and Excess split. 
It was found that aggregate Primary losses continue at approximately 
their first reporting values with a tendency toward negative develop- 
ment, and such positive development as occurs, appears only on the 
Excess losses. Thus the development factors used in the Primary- 
Excess method have been to increase Excess losses and to leave Pri- 
mary losses unadjusted or slightly decrease then. 

EXPERIENCE PRESENTATION 

Of major importance i s  the s e l e c t i o n  of  the experience per iod.  
I t  may not be s u f f i c i e n t  to proceed with only the ra te  level  per iod 
on the Primary-Excess bas is  i f  s a t i s f a c t o r y  ra tes  .are to  be developed 
because i t  i s  important to have adequate under ly ing pure premiums 
p roper ly  s p l i t .  

The choice of  a l t e rna t i ve s  l i e s  between, (1) developing new under- 
ly ing pure premiums; (2) producing s a t i s f a c t o r y  Primary or "D" ra- 
t i o s  by means of  which underlying pure premiums can be s p l i t  between 
Primary and Excess and; (3) some combination of  (1) and (2). 

In Massachuse t t s  the  under ly ing  pure premiums were not a l t o -  
gether  s a t i s f a c t o r y  and amethod was devised for  simultaneously bol-  
s t e r ing  the underlyings and extending the ra te  level  period when too 
l i t t l e  c red ib le  experience was ava i l ab le  in the smaller c lasses  and 
p a r t i c u l a r l y  in the Excess por t ion of  a l l  c l a s s e s .  

In to  the preparat ion of  the form for p resen ta t ion  of the Primary- 
Excess experience by c l a s s i f i c a t i o n  went so much thought to  obtain  
maximum use of  ava i l ab le  experience tha t  d e t a i l e d  considera t ion and 
explanat ion of  t h i s  form and how the experience i s  used, depending 
upon the c r e d i b i l i t y ,  i s  des i rable .  C l a s s i f i c a t i o n  3635, Gear Mfg. 
and Grinding, i s  used as an example. (See Exhibit I ) .  
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Ten years  of  experience with losses  converted to ra te  level  is  
used in order to obtain a maximum of information about the Massa- 
chuse t t s  experience of  small c lasses  and to improve the underlying 
pure permiums. No Primary-Excess s p l i t  i s  ava i l ab le  for pol icy 
years 1935-38; hence these are used combined for to t a l  pure premium 
indica t ion .  ]]ae years 1939-42 are separa te ly  presented with losses 
s p l i t  between Primary andExcess. Rate Level years 1943-44 are shown. 
separa te ly  and combined and the 1939,44 combined Primary-Excess s p l i t  i s  

shown, Ten year 1935-44total purepremi~nn completes the experience exhibited 
To e s t a b l i s h  the best  poss ib le  "D r r a t i o  information a sec t ion  

of  the form is  devoted there to .  S t a r t i ng  with (a) the experience 
r a t i ng  "D" r a t i o  for the c lass ,  on successive l ines  are shown; (b) 
Underlying "D" r a t i o  on r a t e  l eve l ,  obta ined from corresponding 
under ly ing  pure premiums on ra te  level ;  (c) the ind ica ted  1943-44 
and (d) 1939-44 "D" r a t i o s ,  and (e) a weighted "D" r a t i o  obtained 
by weighting Underlying "D" r a t i oon  gate level and 1939-44"D" r a t i o  
in accordsnce with C r e d i b i l i t y  Z. 

The pure premium sect ion  of  the form warrants fu l l  explanation: 
(1) Underlying pure premiums s p l i t  to Primary and Excess by the ex- 
pe r i ence  r a t i n g " D "  r a t i o  are fol lowed by; (2) Underlying pure 
premiums on ra te  level  which are obtained separately for Primary and 
Excess by a d j u s t i n g  item (1) by Indus t ry  Group r a t e  l eve l  index 
numbers, ca lcu la ted  by d iv id ing  1943-44 Industry Group ra te  level  
losses by corresponding expected losses,  in turn obtained by mult i -  
p ly ing  under ly ing  pure premiums by 1943-44 payro l l s ;  (3) Derived 
1935-44 pure premium, in e f f ec t  a bols tered underlying, i s  a weighted 
pure premium obtained in t o t a l  from the ten year 1935-44 pure premium 
and t o t a l  under lying on ra te  level  in accordance with c r e d i b i l i t y  
Zt, and s p l i t  for  Primary and Excess by the l ine  (e) Formula"D" 
Ratio; (4) 1943-44 ind ica ted  ra te  level  pure premiums are brought 
down frem the upper par t  of  the exh ib i t ;  and, (5) Formula pure 
premiums are obtained by weighting Indicated and Derived pure prem- 
iums in accordance with Cred ib i l i t y  Zp and Ze. 

There follows an exp lana t ion  of  how the Primary-Excess method 
u t i l i z e s  the advantages of the m u l t i s p l i t  treatment of losses in a 
sys temat ic  method of  assembling data  for  de r iv ing  pure premiums 
compatible with good underwriting judgment. Ten years of experience 
i s  shown but i s  only used to the extent  tha t  a class  receives  less  
than fu l l  c r e d i b i l i t y  for i t s  l a t e s t  two-year i nd i ca t ions .  Large 
classes  are to a great  extent  rated on the experience of the l a t e s t  
two years,  e.g. two-year Primary indica t ions  may receive 100%cred- 
i b i l i t y  and be used exac t ly  - Excess i nd i ca t i ons  may rece ive  40% 
c r e d i b i l i t y  in which case the formula Excess i s  obtained from 40% 
of  the two-year Excess ind ica t ions  and 60% of the Derived 1935-44 
Excess. 

For smaller c lasses  more c r e d i b i l i t y  i s  given to the experience 
o f  the e a r l i e r  years  as more r e l i a n c e  i s  p laced  on the Derived 
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1935-44 pure premium - s t i l l  smal ler  c lasses  r e ly  on the Derived 
1935-44which contains a larger  and larger  proportion of Underlying 
on Rate Level as the actual amountofavai lable  experience diminishes. 
Thus a method i s  devised which gleans a maximum of worth from the 
Massachusetts experience ava i lab le  and leaves fewer c lasses  in the 
non-reviewed category. 

CONVERSION OF LOSSES TO BATE LEVEL 

The losses  for the Rate Level years 1943 and 1944 were adjusted 
by development and law amendment factors ,  and Rate Level Index num- 
bers  c a l c u l a t e d  by d iv id ing  ac tua l  losses  by expected losses  for  
each Industry  Group separa te ly  for Primary, Excess, and Tota l .  By 
divid ing 1943-44 Index Numbers by Index Numbers of the other years,  
Bate Level f ac to r s  were e s t ab l i shed  for  convert ing the raw losses  
of  the e a r l i e r  years to ra te  level .  Index Numbers for 1935-38 cum- 
bined and 1939-42 s e p a r a t e l y  were c a l c u l a t e d  by d i v i d i n g  ac tua l  
losses  by expected losses  for each Indus t ry  Group s epa ra t e ly  for  
Primary and Excess for the l a t t e r  years but in  t o t a l  only for  1935- 
38. Expected losses  in both c a l c u l a t i o n s  were p a y r o l l s  by c l a s s  
mul t ip l i ed  by underlying pure premiums. A de ta i l ed  explanat ion of 
the method used in making the f ac to r  ca lcula t ions  is  appended. (See 
Appendage 9). 

Tabulat ing methods were used to advantage throughout t h i s  work. 
A mul t ip ly ing punch was used for extensions in order to prepare punch 
cards by c l a s s i f i c a t i o n  for a l l  losses converted to ra te  level .  In 
t h i s  manner hand ca l cu l a t i ng  was minimized and the c l a s s i f i c a t i o n  
experience was then r u n o f f  from these punch cards d i r e c t l y  onto the 
c l a s s i f i c a t i o n  master sheet in " d i t t o " .  Pure premiums were calcu- 
l a ted  and these and "D" r a t i o s  inse r t ed  by typewri ter .  S u f f i c i e n t  
copies were then made by the " d i t t o "  process. 

ADVANTAGES OF PRIMARY-EXCESS METHOD 

Probably the biggest  advantage of the Primary-Excess method i s  
t h a t  in the Primary i n d i c a t i o n s  i s  concent ra ted  in one spot more 
va l id  information than has previously been avai lable  for each c l a s s i -  
f i c a t i o n ,  the  only except ions  being the very large  and the very 
small c lasses.  The s t a b i l i t y  of  the Primary pure premium i s  not ice-  
able even where there i s  not a very great  volume of experience and 
cons t i t u t e s  an advantage which wi l l  d e f i n i t e l y  improve the der iva t ion  
of  pure premiums. 

Under the Standard procedure mis-assigned losses and, in Massa- 
chuset ts  where second reportings are used, chan~ed s t a tus  of losses  
on second repor t ing may a f f e c t  se lec ted  pure premiums when correc- 
t i o n s  cause pure premium s h i f t s  between se r ious  and non-se r ious  
port ions.  Under the Primary-Excess procedure the e f f e c t  on the  f ina l  
ra te  of  a given loss is  determined e n t i r e l y  by i t s  size,  not by i t s  
type. 
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The Standard method generally provides high credibility for med- 
ical losses which occasionally results in giving undue emphasis to 
a single claim with unusually large medical. Single claims with 
medical cost as high as $35,000 have been reported in Massachusetts. 
The Primary-Excess method automatically avoids this difficulty. 

Another advantage of the Primary-Excess method, as developed in 
Massachusetts, not to be overlooked is the trueing up of pure prem- 
iums by the ten-year review. This applies not only to many non- 
reviewed classes but also to the parts of the small reviewed classes 
which have too little credibility to have changed over some period 
of time. 

In jurisdictions outside of Massachusetts it has been noted that 
the proposed pure premiums for some of the reviewed classes have 
been consistently out of line with the actual indications for a 
period of years. Correction of these departures may take several 
years under the Standard rate making procedure because of the small 
volume of serious, non serious, and medical experience available for 
an individual class in any given two-year period. Furthermore in 
the State of New York, the Insurance Department has called attention 
to the lack of any practical procedure for revising the rate rela- 
t i v i t i e s  of  the non-reviewed classes .  I t  i s  bel ieved tha t  problems 
of  t h i s  na ture  in connect ion with the non-revlewed or the smaller  
reviewed c l a s s e s  can be handled b e t t e r  under the Pr imary-Excess  
method. 

COMPARISONS PBIMARY-EXCESS VS. STANDARD BASIS 

I t  i s  a n t i - c l i m a t i c  to have to  expla in  tha t  a f t e r  p a r a l l e l  ra te  
r e v i s i o n s  were prepared in the Fal l  of  1946, one on the Standard 
and one on the Primary-Excess basis  as out l ined ,  the decis ion tha t  
the r e v i s i o n  should continue on the Standard basis  was apar t  from 
any d e t a i l e d  cons idera t ion  of  the r e l a t i v e  meri ts  of  the two methods 
and was l a r g e l y  based on the fac t  tha t  law amendments were forcing 
too g r ea t  an inc rease  in r a t e  l eve l  to complicate mat ters  f u r t he r  
with a change in method of  e s t ab l i sh ing  pure premiums. 

The Pr imary-Excess  p r e s e n t a t i o n  was not  complete a t  the time 
t h i s  decis ion was reached and the problem of  reconc i l ing  the formula 
pure premium r e s u l t s  with the r a t e  l eve l  ind ica t ions  were l e f t  as un- 
f in i shed  business u n t i l  t h i s  past  Spring when i t  was again decided 
tha t  p a r a l l e l  rev i s ions  would be prepared thus allowing an opportun- 
i t y  to u t i l i z e  the previous y e a r ' s  Primary-Excess formula pure prem- 
iums as u n d e r l y i n g p u r e  premiums and to allow class  by class  compar- 
i s i ons  o f  Primary-Excess and Standard r e s u l t s  through a second com- 
p l e t e  revis ion .  

Tes t s  i n d i c a t e d  tha t  the Primary-Excess formula pure premiums 
showed an o v e r a l l  v a r i a t i o n  from r a t e  l eve l  i n d i c a t i o n s  o f  l e s s  
than 1~, hence no c o r r e c t i o n  was deemed necessary  in t h e i r  use as 
under ly ing  pure premiums. 



EXHIBIT II 

RATE MAKING - PRIMARY-EXCESS MASSACHUSETTS 

5ch. & 
Group 182 Code 5655  Class Gear Mfg. 

POLICY 

YEAR 

1944 

1945 

T O T A L  

P A Y R O L L  i 
( IN HUNDREDS) 

I 

15 257 7 
I 

9 269 7 , 5 7  

22 527 4 : ~ 1 3 8  

NO. 

81 

P P: Primary-Excess Underlying 
on Rote Level 

P R I M A R Y  
A M O U N T  

2.9 698 

23 542 

53 240 

60 
P . P .  

.22  

.25  

. 2 4  

. 25  

P. P.: Derived by Formula 

P. P.: Primary-Excess Underlying 

P. P.: Proposed 

.24 

.26 

or Grinding 

E X C E S S  

I ' 
NO. A M O U N T  

I 

II 12 037 
I I 

9 I 2 031 i 

20 14 068 

lO 
P . P .  

.09 

.02  

.06 

.06 

.06 

.06 

T O T A L  
I 

A M O U N T  P . P .  
I 

~l 735 .31 
I 

25 573 I "27 

67 508  .30  
I 

. 31  
I 

. 30  

.32  

-1 
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SEOOND PREPARATION OF PARALLEL REVISIONS 

The presentat ion of  the experience on the Primary-Excess basis for 
the current r e v i s i o n i s  s t ra lgh t fo rwardandqui te  c lose ly  follows the 
standard pat tern.  Again, Class 3635, Gear Mfg. or Grinding, i s  pre- 
sented. (See Exhibit  I I )  

]he ra te  level  years 1944 and 1945 are presented separate ly  and 
combined with losses  ad jus ted  for law amendment and development. 
The loss  experience i s  shown for Primary, Excess, and Total  with 
actual  number of cases also shown for c r e d i b i l i t y  purposes. 

Primary-Excess underlying on Rate Level i s  obtained by adjust ing 
the Primary-Excess Underlying for each class  by the r a t i o  of 1944- 
45 r a t e  level  losses  by Indus t ry  Group to Corresponding Primary- 
Excess under ly ing pure premiums mu l t i p l i ed  by 1944-45 pay ro l l s .  

Sound a c t u r i a l  p r i n c i p l e s  d ic ta te  tha t  f ina l  pure premiums in 
most instances be derived by formula calculated by weighting Primary 
and Excess ind ica t ions  and Underlying Primary and Excess pure prem- 
iums on ra te  level in accordance wlth c r ed ib i l i t y ,  but smooth trans-  
i t i o n  from the Standard basis to the Primary-Excess method may cause 
some deviat ion from th i s  procedure. I f  such deviat ion mater ia l izes  
i t  i s  suggested tha t  formula pure premiums be ca r r i ed  over to the 
fol lowing year  as the t rue  underlying in order tha t  expedient se- 
l e c t i ons  may not permanently a f f e c t  the underlying.  
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Appendage I 

PROCEDURE FOR OBTAINING PRIMARY-EXCESS SPLIT 

Loss cards for a given year are sorted for Indemnity within 
Medical and hand-placed into two groups, as follows: 

1. Losses having a combined Indemnity plus 
Medical ~nount of $ 400 or less. 

2. Losses having a combln,d Indemnity plus 
Medical amount of $ 400 or over. 

The first group is summary-carded by Klnd of Injury within 
Class, crossfootlng Indemnity plus Medical losses and punching the 
combined amount In two fields, Incurred amount and Primary amount 
(undlscounted in thls case). 

The second group is crossfocted, case by case, and placed In a 
range of incurred loss amounts and the Primary Rating Value of the 
Incurred amount is assigned and gangpunched. These cards are then 
re-summary-carded, punching Incurred Amount, Primary Amount, and 
Excess Amount (a crossfooting oT Incurred minus Primary). 

From the combined summary-carded results of the first and 
second groups, the Primary-Excess split of losses by Kind of Injury 
and Classification is obtained. 
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Appendage 2 

CROSSFOOTING ON TYPE 405 ALPHABETIC ACCOUNTING MACHINE 

The following is a description of a method which will enable 
the adding together of two amounts punched on the same card. This 
method will also allow the subtraction of one amount from the other as 
well as the printing of net balances resulting from the adding and sub- 
tracting of any combination of plus and minus amounts. The ability of 
the machine to summary punch the crossfooted results is probably the 
most important and useful application of this device. 

We wish to point out that these ideas are not entirely our own, 
but we do believe that we have developed them to the point where they 
can be of practical use in many ways. As far as we have been able to 
determine, no "Pointers" have been distributed by International 
Business Machines demonstrating this or any other similar procedure. 
There are, however, "Pointers" on Crossfooting which are rather limited 
in scope, 

In instances where a sum of fields A and B is needed, the 
totals of fields A and B are accumulated In separate counter ~roups. 
The accumulated amount in Counter Group 2 is transferred to and com- 
blned with the amount already accumulated in Counter Group 1 when a 
specially inserted X-punched "trailer" card passes the lower brushes. 
This trailer card (blank except for an X punch in any available 
column) must follow each control change and can easily be inserted by 
the tabulating clerk at the time of tabulation. Care must be exercised 
in the placing of these "trailer" cards inasmuch as the omission of 
them will nullify the crossfooting operation. 

It is important for those who contemplate using this device to 
carefull~ consider certain limitations caused by the problem of insert- 
Ing the 'trailer" cards. Tabulations where the control breaks are 
frequent are naturally more cumbersome than those where control breaks 
occur less frequently. 

An optional method may be used whereby a permanent file of 
X-punched "trailer' cards containing every possible combination of con- 
trol information may be established. These cards may be inserted by 
either sorting or collating. This method would eliminate the need for 
the special plugging necessary to prevent the extra spacing caused by 
the presence of the "trailer" card. 
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~. RATIA~ ~ 
APpenda~,e 2 

CROSSFOOTINQ OFTWO AMOUr~S ON A SI~LECARD 
ON THE STANDARD TYPE 405 ALPHABETIC ACCOUNTING MACHINE 

i. Plugging of X - Selector i adds minus cards and subtracts plus cards in 
Tr&nsmlttlng Counter 8 A. 

2. Plugging of X - Selector 2 adds plus cards and subtracts minus cards in 
Receiving Counter 8 B. 

5. Class Selector plugged to actuate Counters g A and 8 B by NX - 80 im- 
pulses. 

4. Summary X - Punch Control plugged to designate negative amounts on Sum- 
~ry card when Summary punching is used. 

5. All "Trailer" cards must be punched X - 80 or in some other available 
column to actuate Class Selectors and to cause crossfootlng. 

6. Had the problem been A - B = C, the Transmitting Counter 8 A would have 
been plugged to add by wiring directly to a Plug to "C" hub; whereas the 
plugglr~ Of the Receiving Counter 8 B would re~In unchanged. 
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DEATH 

1959 i 272 O~,5 905 

1940 1 462 070 691 

1941 1 824 600 667 

1942 2 165 447 671 

1945 2 .546 455 £96 

Total 9 070 600 950 

P. T. 

1959 

1940 

1941 

1942 

19A5 

Total 

MAJOR 

1959 

1940 

1941 

1943 

1945 

Total 

NO. 

Cases 

PRIMARY-EXCESS 

BY TYPE OF INJURY 

ALL INDUSTRY GROUPS COMBINED 

PRIMARY EXCESS 
Av.CI. "No. 

Amount P.P. Cost Cases Amount P.P. 
Av.CI. 
Cost 

157 162 

179 18& 

172 184 

217 256 

2O8 250 

955 998 

18 21 

25 29 

26 51 

27 52 

I0  12 

106 I27 

475 486 

525 544 

570 600 

6 8 3  752 

744 791 

Z 994 S 155 

7~0 .01 1 057 155 565 776 .05 2 547 

655 .01 1 O51 17[ 464 746 .O5 2 626 

560 .O1 1 075 172 425 777 .OZ Z 464 

250 .01 1 089 217 584 874 .03 2 G95 

566 .CI 1 I0~ 207 7~2 429 .05 5 558 

751 .01 1 070 928 2 569 602 .O5 ~ 769 

600 1 ZOO 18 250 857 .O2 15 957 

990 I 200 25 307 596 .O2 12 295 

ZOO - 1 ZOO ~6 407 98T .02 ]5 69~ 

400 1 ZOO 27 546 966 .O2 12 851 

O00 - 1 200 iO 155 580 .O1 15 558 

190 1 200 106 1 468 586 .02 15 854 

770 ,04 1 O29 472 796 147 .O6 1 687 

IOO ,04 1 056 525 925 256 .06 1 765 

550 .05 1 055 57C 1 091 44Z .06 1 915 

540 .05 1 074 681 1 402 745 .07 2 060 

570 .05 1 064 744 1 574 698 .06 1 848 

550 .04 1 054 2 992 5 590 266 .06 1 867 

TOTAL 
Av .Cl. 

Amount P .P. Cost 

525 516 .04 5 554 

649 581 .04 5 628 

603 557 .05 $ 537 

821 104.0~ 5 784 

962 995 .04 & 630 

5 568 555 .0~ 5 825 

272 457 .02 15 157 

557 536 .02 15 455 

459 ]437 .02 16 892 

579 566 .O2 14 O51 

167 380 .01 16 738 

1 595 776 .02 15 054 

1 282 917 ,IO 2 712 

1 469 556 .I0 2 799 

1 691 99~ .09 Z 968 

2 155 085 .I0 5 151 

2 166 268 .09 Z 912 

8 745 596 .i0 2 951 

DS 

In 

! 
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No. 
Payroll Cases 

MINOR 

1939 1 272 025 905 785 325 058 .05 412 

1940 i 462 070 691 918 571 780 .05 405 

1941 1 824 600 667 1 169 464 096 .03 397 

1942 2 165 447 671 1 165 472 580 .02 405 

1945 2 546 455 996 1 156 456 208 .02 402 

Total 9 070 600 950 5 175 2 087 522 .05 404 

TEMPORARY 

1959 19 624 5 08~ 250 .2~ 157 

1940 22 102 5 562 129 .23 152 

1941 27 197 4 144 479 .23 152 

1962 29 346 4 611 106 .21 157 

1945 50 287 5 027 807 .22 166 

Total 128 556 20 229 771 .22 157 

MEDICAL 

1939 937 150 .07 

1940 1 153 948 .08 

1941 1 385 441 .08 

1942 1 409 449 .07 

1945 I 326 388 .06 

Total 6 192 576 .07 

PRIMARY-EXCESS - BY TYPE OF INJURY 

ALL INDUSTRY GROUPS COMBINED 

PRIMARY EXCESS 
Av.C1. No. 

Amount P.P. Cost Cases Amount P.P. 
Av.C---[. 
Cost 

554 42 787 - 121 

596 45 811 - 116 

505 48 418 - 96 

548 54 156 - 99 

541 51 421 95 

2 342 242 573 104 

1 709 529 353 .04 310 

1 791 505 885 .05 282 

2 125 573 281 .05 270 

2 &00 644 085 .03 268 

2 807 775 915 .05 276 

10 850 5 028 499 .04 280 

(9 )  3 835 426 

(5 )  2 125 425 

(13) 1 303 I00 

(71 1 291 - 184 

( 6 )  351 = 5£ 

( 4 0 )  8 9os - z z 3  

TOTAL 
Av.CI. 

Amount P.P. Cost 

565 845 .05 466 

417 591 .05 455 

512 514 .03 458 

526 516 .02 452 

507 629 .02 447 

2 330 095 .03 450 

3 613 585 .28 194 

5 868 014 .26 175 

4 717 760 .26 175 

5 255 191 .24 179 

5 805 722 .25 192 

25 258 270 .26 181 

940 985 .07 

1 156 O73 .08 

1 586 744 .08 

1 410 740 .07 

1 526 759 .O6 

6 201 281 .07 

m~ 

! 
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Appendage 4 

PROPORTION 0~' MEDICAL TO INDEMNITY 

BY SIZE 0 ~1 LOSS GROUPINGS 

POLICY YEAR 1945 

(1) (2) (5) 
Size of Indemnity Medical No. of 

Indemnity Amount Amount Cases 

O- 49 129 515 67 632 6 682 
50-  99 445 014 179 284 8 642 

I00- 149 587 258 165 782 4 533 
150- 199 298 224 140 444 2 549 
200- 249 260 444 128 415 I 754 
250- 299 271 287 155 850 1 554 
300- 549 290 095 187 258 1 489 
550-  599 205 205 121 655 875 
400- 499 504 754 169 126 1 077 
500- 599 218 976 109 919 606 
600- 699 165 511 87 129 589 
700- 799 158 258 66 545 274 
800- 899 IIi 106 57 504 200 
900- 999 88 885 40 844 158 

1,000- 1,199 176 561 77 267 238 
1,200- 1,399 168 411 64 805 180 
1,400- 1,599 154 016 55 060 127 
1,600- 1,799 159 642 57 915 104 
1,800- 1,999 113 855 55 402 78 
2,000- 2,499 52] 597 104 129 195 
2,500- 2,S99 501 253 65 534 156 
5,000- 5,49£ 295 096 80 579 117 
5 , 5 0 0 -  5 ,999  274 662 66 922 95 
4,000- 4,499 255 709 45 015 70 
4,500- 4,999 204 326 59 455 52 
5,000- 5,959 650 475 90 297 140 
6,000- 6,999 210 487 42 741 40 
7,000- 7,999 185 096 28 952 29 
8,000- 8,999 52 000 14 803 8 
9,000- 9,999 56 485 i0 496 5 

10,000-19,999 155 556 19 759 12 
20,000-29,9£9 47 791 5 274 2 
40,000-49,999 12 805 55 000 1 

Total 7 019 GTI 2 588 325 32 385 

(4) 
Ratio 
(2)÷(1) 

.523 

.403 

.428 

.471 

.495 

.567 

.645 

.599 

.555 

.502 
534 
481 
516 
460 
438 
..'185 
411 
272 
293 
524 
218 
274 
244 
170 
.193 
.139 
• 203 
.156 
.285 
.288 
.148 
.069 

2.735 

.569 
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Size Group 

O- 49 
50- 99 

i00- 149 
150- 199 
200- 249 
250- 299 
3 0 0 -  549 
550- 599 
400- 449 
450- 499 
500- 549 
550- 599 
600- 699 
700- 799 
800- 899 
900- 999 

1,000- 1,099 
I,I00- 1,199 
1,200- 1,299 
1,500- i,~99 
1,400- 1,499 
1,500- 1,599 
1,600- 1,699 
1,700- 1,799 
1,800- 1,899 
1,900- 1,999 
2,000- 2,099 

NO. Of 
Cases 

6 682 
8 642 
4 555 
2 549 
I 754 
1 554 
1 489 

875 
649 
426 
550 
278 
588 
269 
205 
158 
149 
86 
95 
86 
48 
79 
35 
72 
59 
59 
68 

PRIMARY-EXCESS 

DISTRIBUTION OF LOSSES 

BY INCURRED LOSS SIZE GROUP 

POLICY YEAR 1945 

Incurred 
Primary 
Amount 

196 947 
624 298 
555 020 
458 668 
588 857 
425 157 
477 551 
524 858 
269 975 
195 690 
162 500 
146 480 
222 57O 
171 200 
141 540 
I01 700 
115 970 
70 660 
79 910 
76 570 
44 210 
74 540 
52 060 
71 690 
59 560 
40 270 
7O 95O 

196 947 
624 298 
555 020 
458 668 
588 857 
425 157 
477 531 
524 858 
272 774 
200 I01 
171 206 
158 694 
246 755 
200 511 
172 682 
129 729 
154 O43 
97 745 

115 859 
114 999 

69 155 
119 925 
54 072 

125 170 
71 500 
75 757 

157 199 

Average 
Cost 

29 
72 

122 
172 
222 
274 
521 
572 
416 
455 
492 
527 
574 
656 
689 
757 
778 
822 
859 
89O 
921 
944 
972 
996 

1 014 
1 055 
1 045 

Excess 

Amount 

2 799 
6 411 
8 906 

12 214 
26 185 
29 511 
51 54Z 
28 029 
58 073 
27 085 
55 949 
5B 429 
24 943 
45 585 
22 012 
55 480 
31 940 
55 467 
66 249 

Average 
Cost 

4 
15 
27 
44 
67 

109 
155 
205 
256 
315 
387 
447 
520 
574 
667 
745 
819 
909 
974 

O 
! 
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Size Group 

2,100- 2,199 
2,200- 2,299 
2,500- 2,599 
2,400- 2,499 
2,500- 2,999 
5,000- 3,499 
5,500- 5,999 
4,000- 4,499 
4,500- 4,999 
5,000- 5,499 
5,500- 5,999 
6,000- 6,999 
7,000- 7,999 
8,000- 8,999 
9,000- 9,999 

10,000-19,999 
20,000-29,999 
40,000-49,999 

Tbtal 

PRIMARY-EXCESS 

DISTRIBUTION OF LOSSES 

BY INCURRED LOSS SIZE GROUP 

POLICY YEAR 1945 

No. of Primary Average 
Cases Incurred Amoun% Cost 

55 70 461 55 080 1 065 
47 105 558 50 640 1 077 
28 65 451 50 440 1 087 
21 51 255 25 I00 1 I00 

156 566 767 152 570 1 120 
117 575 475 154 770 1 152 
95 541 584 109 000 I 172 
70 296 722 82 880 1 184 
52 245 779 61 880 1 190 

102 525 529 121 580 1 190 
58 215 245 45 470 1 197 
40 255 228 48 000 1 200 
29 214 028 54 800 1 200 

8 66 802 9 600 1 200 
5 46 981 6 000 1 200 

12 155 515 14 400 1 200 
2 51 065 2 400 I 200 
1 47 805 1 200 1 200 

52 585 9 607 994 6 518 151 201 

Excess 

Amount 

55 581 
54 918 
55 011 
28 155 

214 597 
258 705 
252 584 
215 842 
181 899 
404 149 
169 775 
205 228 
179 228 

57 202 
40 981 

158 915 
48 665 
46 605 

5 089 845 

Average 
Cost 

1 072 
1 168 
1 250 
1 541 
1 576 

2 040 
2 501 

055 
5 498 
$ 962 
4 468 
5 151 
6 190 
7 150 
8 196 

II 576 
24 333 
46 605 

717 

o% 

o~ 

! 

~4 
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Appendage 6 

Example showin~ in tabular form the calculation of the effect on 
primary and excess losses produced by a law amendment increasing the in- 
demnlty losses 18.5% for the Massachusetts temporary total cnmpenaable 
disability. 

(15.5% increase in indemnlt¥ amounts to 10.0% overall - Indsm. & Mad.) 

Loss 
Size 

O- 599 
400- 499 
500- 599 
600- 699 
700- 799 
800 899 
900- 999 

1000 1099 
1100-1199 
1200 1299 
1500.1599 
1400-1499 
1500-1599 
1600 1699 
1700-1799 
1800-1899 
1900-1999 
2000,2099 
2100-2199 
2200 2299 
2500-2399 
2400-2499 
2500-2999 
5000-5499 
3500-$999 
40004499 
4500-4999 
5000-5452 
5455 & Over 

Total 

Total 
Primary 
Excess 

Incurred New Average 
No. of Average Average Primary Values Original Law Amended Law 

117 726 - Actual Actual $15 591 681 $14 750 849 
5 211 $ 442 $ 486 $ 450 $ 470 i 580 750 I 509 170 
I 851 544 598 510 550 944 010 1 018 050 
I 255 643 707 570 610 705 980 755 550 

830 747 822 640 680 551 200 564 400 
676 845 930 690 750 468 440 495 480 
470 948 1 045 740 780 547 800 588 600 
586 1 054 I 157 780 820 301 080 516 520 
288 1 143 i 257 820 860 219 780 250 480 
223 1 247 i 572 860 900 191 780 200 700 
202 1 350 1 485 890 950 179 780 187 860 
147 i 451 i 596 920 960 155 240 141 120 
181 1 552 1 885 950 980 152 950 157 "780 
98 1 644 i 608 970 1 010 95 060 98 980 

Ill I 742 1 918 990 1 050 109 890 114 350 
67 1 859 2 023 i 010 i 050 67 670 70 550 
65 i 958 2 152 1 050 1 060 68 950 68 900 
88 2 027 2 250 i 050 i 070 90 300 92 020 
55 2 148 2 565 1 060 1 090 58 300 59 950 
59 2 244 2 468 I 080 1 i00 65 720 64 900 
49 2 541 2 575 1 090 1 llO 55 410 54 590 
57 2 448 2 695 1 i00 i 120 40 700 41 440 

162 2 714 2 985 1 120 i 140 181 440 184 680 
124 5 184 5 502 I 150 1 170 142 800 145 080 
78 5 695 4 065 i 170 1 180 91 260 92 040 
41 4 166 4 585 i 180 1 190 48 ~80 48 790 
54 4 686 5 155 i 190 i 190 40 480 40 460 
58 5 140 5 854 1 190 i 200 45 220 45 600 
62 6 650 7 295 1 200 1 200 74 400 74 400 

128 552 20 218 161 21 966 869 

Law 
$ % ~ c r e a a e  

D i s t r i -  D i s t r l .  D i a t r l -  
Amended Ratio butlon but ion bution 

Ol°La   nc asea  ofCol. 9  

$25 258 270 $25 584 097 $2 325 827 i.i0000 1.0000 1.0000 I.I00 
20 218 181 21 966 689 I 750 508 1.08659 .7526 .8892 1.250 
5 042 109 3 617 428 575 519 1.18912 .2474 ,1508 9.091 
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Appe nda &,e 7 

MASSACIFUSETTS COMPENSATION ~%W AMENIIMENT 

Calculation of Primary and EXcess Loss Amendment Factors 

Total Amendment Ratio 
Losses F a c t o r s  Indemni ty  
Old Law ~ Total 

(l) 

Fatal 1 719 899 1.045 .952 
1.275 
1.318 

P.T. 299 575 1.286 .802 
Major 2 750 841 1.427 .784 
M~nor 785 465 1.580 .724 
Temp. 6 577 726 1.278 .644 
Medical 7 455 582 1.000 Non 

Comp. 
Total 19 566 686 (I,207) (.617) 

A Basic 
Indemnity Amendment in Ratio 

Plus Medical Terms of Ind. (fram 
by Type &Mad. by Type Chart) "D" 
(2)/(4) 1.* ~5)-Lx(4) A A ~ / / ' , A  Ratio 

(5) (6)-  "-- 'GY-- ""('67" 
I 8o7 ooo l.O41 .n8 .~8o 

1.262 .055 .Z80 

575 000 1.229 .000 .080 
5 485 000 1.535 .060 ,561 
i 085 000 1.275 .674 .896 

I0 214 000 1.179 ,758 .870 
2 604 686 

19 566 686 .7286 

Ap L A 
Primary Increase in  
Losses To te l  Losses 

(1) (lO) 

Fatal 505 960 74 087 
473 454 
547 521 

P . T .  29 840 85 417 
Major 1 257 563 1 166 805 
Minor 972 160 298 375 
Temp. 8 886 180 1 828 S06 
Non Comp. 2 604 686 
Medical 

Total 14 256 189 5 926 424 

Ae 
Excess 
Losses 

(1) i~/ 

Fatal 1 501 040 
P.T. 545 160 
Major 2 225 657 
Minor 112 840 
Temp. 1 527 820 
Non Comp. 
Medical 

Total 5 510 497 

Primary Amendment 
/k Ap /k Ap/Ap Factors Applied t o  

Increase i n  Basic 
Primary Ratio A A 

8 742 
16 570 
25 512 .050 1.050 .294 

O 0 I. 000 .080 
70 008 .O56 1.056 .581 
201 105 .207 1.207 1.081 

1 549 290 .-152 1.152 1.002 

i 645 715 .115 1.115 .8124 

Excess Amendment 
Factors Applied to 

A 
Ae (18)x 

1.401 i .009 
I. 249 1. 149 
1.495 .954 
1.862 .194 
I. 561 .177 

L Ae L, As/As 
Increase in Basic 

Excess Losses Ratio 
(lO)-(n) 

(16) 
522 209 .401 

85 417 .249 
1 096 797 .495 

97 270 .862 
479 016 .561 

2 280 709 ,429 1.429 .~878 
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Type 
of 

Fatal 
P. T. 
Major 

Minor 
Temp. 
Medical 

Total 

(1) 

Fats I 
P. T. 
Major 

Minor 
Temp. 
Non C ~p. 
Medical 
Total 

(1) 

Fatal 
P. T. 
Major 
Minor 
Temp. 
Non Camp. 
Medical 

Tote i 

Appendage 8 

1946 MASSAC~S COMPENSATIONLAWA~NE[~T 

Calculation of Primary end Excess Loss Amendment Factors 

1942-45 
Losses 
on 1945 
Level 

2 555 751 
555 552 

4 600 766 

i 055 589 
9 480 265 
7 756 092 

25 741 995 

A 
Indemnity Amendment in 

1946 Ratio and Medical Terms of Ind. Basic 
Amendment Indemnity by Type & Mad. by Type Ratio "D" 
Factor Total I.+ i(5 

1.000 .965 2 655 000 1.000 .126 
1.086 .859 400 000 1.072 .000 .065 
1.274) .858 5 490 000 1.250) .055) ,285) 
1.070) 1.059) .O1E) .285) 
1.0s7 .7s4 I 544 ooo I.o6s .622 .s4~ 
1.O89 .698 15 582 000 1.062 .751 .850 
I.O00 Non 2 292 995 

Ccmp. 
1.099 25 741 995 .667 

Ap 
Primary 
Losses 

595 058 
26 000 

i 564 650 

1 159 712 
Ii 544 700 

2 292 995 

17 165 115 

~A /~,Ap X~.p/Ap Primary Amendment 
Increase in Increase in Basic Factors Appl~ed to 

Total Losses Primary ~Rati° ~ 
C5)x ~(6)-i] (7)=(10) 

(i0) (n) 

0 1.000 .226 
28 800 0 1,000 .065 

1 262 700) 41 669) .050 1.050 .Z94 
525 910) 5 182) 
91 592 56 846 .050 1.050 .890 

842 084 615 565 .055 1.053 .895 

2 548 886 719 260 .042 1.042 ,695 

Ae 
Excess 
Losses 

2 057 942 
374 000 

3 925 550 
204 288 

2 057 500 

/_as /~ke/Ae Excess Amen~ent 
Increase in Basic Factors Applied to 

Excess Losses Ratio Ae A 
(lO)-(ll) 

1,000 .774 
Z8 800 .077 1.077 1.007 

I 559 759 .392 1.392 ,995 
54 546 .169 1.169 .178 

226 521 .iii 1.111 .167 

8 578 880 1 829 626 .213 1,215 .404 



Appendage 9 

Loss Ratios Policy Years 1933-1942 

PRIMARY-EXCESS 

DEVELOPMENT FACTORS 

First Report Fourth Report 
Policy Year Total Total 

1933 5 1 . 6  53.8 

1934 48.2 50.0 

1935 4 7 . 6  49.1 

1936 45.1 46.8 

1937 48.0 47.9 

1958 50.0 51.4 

1939 49.9 50.1" 

1940 49.4 50.0* 

1941 47.9 49.1" 

1942 47.6 50.1" 

I0 Year Average 48,3 49.8 

Indicated I0 Year Development 

49.8 i .031 

*Third Report 

Development of Primary Losses 

Policy Year ist - 2nd _2nd - 5rd Ist - 3rd 

1941  .998 

1 9 4 0  .994 .997 

1939 .995 .999 

Average .99G x .998 = .994 

0 

~m 

~4 
o 

t4 

! 



Appendage 9 PRIMARY-EXCESS 

DEVELOPMENT AND LAW AMENDMENT FACTORS 

Policy Years 1945-1944 

MASSACHUSETTS TOTAL CLASSI~ICATIO~ EXPERIENCE SCHEDULE "Z" 

Policy Year Payroll Premium Losses Primary Losses 

1943 2 346 455 996 21 407 628 I0 934 733 7 844 539 
1944 2 346 486 429 21 040 220 II 121 318 7 893 218 

Total 4 692 942 425 42 447 848 22 056 051 15 737 757 

TOTAL EXCLUDED EXPERIENCE (Standard Exclusions plus new catastrophe $ 25,000 case handling) 

1943 
1944 

Total 

DEVELOPMENT ~ACTORS 

1943 
1944 

Total 
Development Factor 

LAW AMENDMENT ~ACTORS 

Policy Year 

1943 

1944 P r i o r  11-1-45 
After 11-1-45 

COMBINED FACTORS 

Policy Year 

1943 
1944 

Excess Losses 

3 090 194 
3 228 I00 
6 518 294 

17 938 325 860 254 350 117 187 241 162 876 
16 010 319 766 304 268 363 164 493 103 870 
33 948 642 1 626 558 618 480 351 734 266 746 

7 657 298 2 927 318 
7 728 725 3 124 230 

15 586 023 (b )  6 051 548 
.994 (a)÷(b) 1.125 

15 293 707 = (a) 6 808 429 

EXCESS 
Pcrtlon 

Elf. Eff. Eff. Applicable 
9-1-43 11-1-45 9-1-46 to 1944 

I0 584 616 
I0 852 955 
21 437 571 

1.051 
22 102 136 

PRIMARY 
P o r t i o n  

E f f .  E f f .  E f f .  A p p l i c a b l e  
9-1-43 Ii-i-45 9-1-46 to 1944 

1.000 x 1,115 x 1.042 = 1.162 

1.115 x 1.042 x .986 = 1.146 
1.000 x 1.042 x .014 = .015 

1.161 

PRIMARY 
Development Law Amendment 

.994 x 1.162 1.155 

.994 x 1.161 = 1.154 

1.016 X 1.429 X 1.213 = 1.761 

1.429 X 1.213 X .986 = 1.709 
1.000 x 1.213 x .014 = .017 

1.786 

EXCESS 
Development Law Amendment 

1.125 x 1.761 = 1.981 
1.125 x 1.726 = i .942 ~ 

H 

H 

! 

ao 

4~ 
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Manufacturing 
Construction & Erection 
Commercial & Clerical 
Care, Custody 
All Other 
Stevedoring 

Total 

PRIMARY-EXCESS 

CONVERSION 0~ 1945-1944 LOSSES TO RATE LEVEL 

Policy Year 1945 

PRIMARY 

Combined Losses at 
Losses Factor Rate Level 

4 820 894 1.155 5 568 153 
559 330 622 926 

I 009 647 I 166 142 
462 746 534 472 
749 202 865 528 

75 479 87 178 

Losses 

1 659 035 
535 6EO 
358 781 
200 262 
548 209 
25 411 

7 657 298 8 844 179 2 927 318 

Policy Year 1944 

EXCESS 

Combined 
Factor 

Losses at 
Rate Level 

3 286 548 
664 863 
710 745 
396 719 
689 802 

50 339 

5 799 016 

3 238 454 
812 559 
757 918 
400 025 
785 399 

75  1 2 0  

6 0 6 7  2 5 5  

Manufacturing 4 772 5~I 1.154 5 507 501 1 667 587 
Constructlon & Erection 601 919 694 615 418 SOO 
Commercial & Clerical 1 025 716 1 181 368 390 277 
Care, Custody 554 525 616 842 205 986 
All Other 741 249 855 401 404 4E8 
Stevedoring 54 785 65 222 37 652 

1.981 

7 728 725 8 918 949 3 124 2~0 Total 

1.942 

50 

i 

~4 

N 
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Manufacturing 
Construction & Erection 
Commercial & Clerical 
Care, Custody 
All Other 
Stevedoring 

Total 

Manufacturing 
Construction & Erection 
Commercial & Clerical 
Care, Custody 
All Other 
Stevedoring 

Total 

PRIMARY-EXCESS 

CONVERSION OF 1943-1944 LOSSES TO RATE LEVEL 

Policy Years 1943-1944 

PRIMARY 
(1) (2) 

Losses at 
Losses Rate Level 

9 593 425 Ii 075 63~ 
1 141 249 1 317 541 
2 033 363 2 347 510 

997 271 1 151 314 
1 490 451 I 720 729 

130 264 150 400 

15 386 023 17 763 128 

TOTAL 

(5) (6) 
Losses at 

Losses Rate Level 
(I)+(3) (2)+(4) 

12 920 047 17 600 656 
1 895 169 2 794 7~3 
2 782 421 3 816 173 
1 403 519 1 948 058 
2 243 088 3 195 930 

193 327 273 859 

21 437 571 29 629 399 

Combi~d 
Factor 
(~)÷(s) 

1.362 
1.475 
1.372 
1.588 
1.425 
1.417 

1,382 

(3) 

Losses 

3 326 622 
753 920 
749 058 
406 248 
752 637 

63 065 

6 051 548 

EXCESS 
(4) 

Losses at 
Rate Level 

6 525 002 
1 477 202 
1 468 665 

796 744 
1 475 201 

IZ5 459 

II 866 271 

ca 

H 

I 

g~ 
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Manufacturing 

Construction & 
Erection 

Co~erclal & 
Clerical 

Care, Custody 

All Other 

Stevedoring 

Total 

Payroll 

2 511 526 451 

140 811 689 

1 478 725 980 

234 900 OZ3 

264 925 000 

28 314 ll& 

4 659 20~ 257 

PRIMARY-EXCESS 

RATE LEVEL INDEX NUMBERS 

Policy Years 1943-1944 

PRIMARY 

Losses 1945-&4 
(Actual + Index 
Expected) Nos.* 

11 075 654 .936 
l l  829 968 

EXCESS 

1 517 541 .691 
1 905 793 

2 34? 510 .885 
2 652 018 

1 151 314 
1 361 78~ .845 

1 720 729 .888 
1 938 250 

150 400 .5~9 

17 
19 

763 128 
961 525 .890 

II 
? 

Losses 
(Actual ÷ 
Expected) 

6 525 002 
5 596 785 

1 477 202 
1 104 540 

1 468 663 
951' 03~ 

796 744 
490 331 

1.475 201 
799 616 

IZ3 459 

866 271 
073 506 

TOTAL 

1945-44 Losses 1945-44 
Index (Actual ÷ Index 
Nos.* Expected) Nos.* 

1.814 17 600 656 1.141 
15 4~6 755 

1.557 2 794 745 .928 
5 010 355 

3 816 173 1.059 
1.544 3 605 054 

1.625 1 948 058 
1 85Z 118 1.052 

1.845 5 195 930 
2 7~7 866 1.167 

273 859 .941 ~ .676 

29 629 399 
1.678 27 035 025 1.096 

fi 

8 

H 
o 

! 

"8-31-46 rate index numbers = 1.000 
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Manufacturing 

Construction 
and Erection 

Commercial and 
Clerical 

Care, Custody 

A l l  Other 

Stevedoring 

Total 

(1) 
Payroll 

1 207 259 746 

85 536 526 

650 741 273 

86 955 427 

115 051 312 

7 780 985 

2 151 525 269 

PRIMARY-EXCESS 

CALCULATION OF RATE LEVEL FACTORS 

Policy Year 1942 

(2) 
Losses 
(Actual ÷ 
Expected) 

4 529 075 
5 625 016 

PRIMARY 
(5) 

(3) (4)  Rate 
45-44 Level 

Index Index Factor 
Nos.  Nos .  (4)÷(3) 

.805 .936 1.165 

731 251 .578 .691 1.196 
1 264 478 

919 987 .818 .885 1.082 
1 124 581 

423 140 
511 ~ .828 .845 1.021 

711 537 .811 .888 1.095 
NTT-f;N 

48 107 .638 .549 .861 
75 $51 

7 363 077 
9 477 675 .777 .890 1.145 

EXCESS 
(9) 

(6) (7) (8) Rate 
Losses 43-44 Level 
(Actual ÷ Index Index Factor 
Expected) Nos. Nos. (8)÷(7) 

1 457 122 .850 1.814 2.134 
1 715 149 

524 652 
726 ~ .722 1.337 1.852 

375 655 .911 1.544 1.695 

173 549 .927 1.625 1.753 

548 019 .947 1.845 1.948 

17 230 .479 .941 1.965 

2 894 227 
3 442 882 .841 1.678 1.995 

Q 

~o 

~4 

! 

~a 



Appendage 9 

Manufacturing 

Construction 
and Erection 

Commercial and 
Clerical 

Care, Custody 

All Other 

Stevedoring 

Total 

(1) 
Payroll 

930 971 017 

89 695 824 

608 176 OZ0 

76 746 842 

IO1 Z86 147 

5 578 117 

1 812 255 967 

PRIMARY-EXCESS 

CALCULATION OF RATE LEVEL FACTORS 

Policy Year 1941 

(2) 
Losses 
(Actual ÷ 
Expected,__ 

PRIMARY 
(5) 

(3) (4) Rate 
45-44 Level 

Index Index Factor 
Nos. NoB. (4)+(%) 

5 787 892 .851 .956 I.I00 
& 449 416 

942 285 .697 .691 .991 
1 351 906 

926 878 
I 089 655 .851 .885 1.040 

384 424 
454 ~-68 .845 .845 1.000 

618 005 .803 .888 1.106 

56 885 .751 .549 .751 

6 696 367 .8ZO .890 1.085 
8 164 893 

(6) 
Losses 
(Actual ÷ 
Expected) 

EXCESS 
(9) 

(7) (8) Rate 
~5-44 Level 

Index Index Factor 
Nos. Nos. ( 3 ) ÷ ( 7 )  

1 094 476 .807 1.814 2.248 
I 355 575 

584 514 .744 1.337 1.797 
785 428 

350 ZlO .883 1.544 1.749 

99 373 
166 705 .596 1.625 2.727 

300 054 .911 1.845 2.025 

II 286 .477 .9~1 1.973 
23 644 

2 439 9~3 .798 1 .878 2.103 
3 057f -Z~ 

@. 
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Appendage 9 

Manufacturing 

Ccnstructlon 
and Erection 

C o m m e r c i a l  and  
C l e r i c a l  

Care, Custody 

All Other 

Stevedoring 

Total 

(1 )  
Payro!l 

657 782 429 

76 505 377 

547 364 057 

69 514 378 

84 170 876 

5 122 708 

1 440 459 825 

PRIMARY*EXCESS 

CALCULATION OF RATE LEVEL FACTORS 

P o l i c y  Y e a r  1940 

(~) 
Losses 
(Actual ÷ 
Expected) 

2 608 173 
3 158 932 

PRIMARY 
(6) 

(3) (4) Rate 
43-~4 Level 

Index Index Factor 
Nos. Nos.  (4)+(3) 

.826 .936 1 . 1 3 3  

898 082 
I 151 ~ .794 .691 .870 

.885 .948 885 669 .934 
558 

368 055 .892 
412 

• 845 • 947 

552 227 .876 
6-UT77o 

.888 1.014 

42 987 
%'~402 .926 .549 .593 

5 335 193 .846 
6 305 375 

• 890 1.052 

(6) 
Losses 
(Actual + 
Expected) 

738 855 
812 

505 551 
635 

317 793 
3~6 814 

143 593 

333 962 

14 233 

2 055 947 
2 391 499 

EXCESS 
(9) 

(7) (8) Rate 
43-44 Level 

Index Index Factor 
Nos Nos• (8)+(7) 

.764 1•814 2.374 

.796 1•337 1.680 

.916 1.544 1.686 

.945 1.825 1.720 

1.242 1.845 1.486 

.644 •941 1.461 

.859 1.678 1.955 

~a 

! 

@ 



Appendage 9 

Manufacturing 

Construction 
and Erection 

Commercial and 
Clerical 

Care, Custody 

All Other 

Stevedoring 

Total 

( i )  
Payroll 

544 558 281 

55 289 511 

510 968 489 

67 518 567 

79 498 900 

4 627 849 

1 260 241 597 

PRiq4ARY-EXCESS 

CALCULATION OF RATE LEVEL FACTORS 

Policy Year 1959 

(2) 
Losses 
(Actual ÷ 
Expected) 

2 244 200 
2 615 948 

PRIMARY 
(5) 

(5) (4) Rate 
43-44 Level 

Index Index Factor 
N o s .  Nos. (4)+(3) 

.858 .956 1.091 

765 959 775 ~ .988 .691 .699 

829 159 
876 ~ .946 .885 .956 

550 654 .879 .845 .961 
598 6 ~  

508 466 555 ~ .918 .888 .967 

56 651 .872 .549 .650 
4z  bl--U 

4 755 069 
5 261 818 .900 .890 .989 

(6) 
Losses 
(Actual + 
Expected) 

784 018 

466 591 

224 617 

120 678 

215 189 
246 258 

II 465 

1 820 558 
1 980 749 

EXCESS 
(9) 

(7) (8) Rate 
43--44 Level 

Index Index Factor 
Nos. Nos. (8)÷(7) 

.985 1.814 1.845 

1.042 1.557 1.285 

.698 1.544 2.Z12 

.818 1.625 1.987 

.866 1.845 2.150 

.573 .941 1.642 

.919 1.678 1.826 

4~ 
CO 

g 

I 



Appendage 9 

Manufacturing 

Construction & Erection 

Commercial & Clerical 

Care, Custody 

All Other 

Stevedoring 

Total 

PRIMARY-EXCESS 

CALCULATION OF KATE LEVEL FACTORS 

Pellcy Years 1935-1938 

TOTAL 

(2) (S) 
(I) Lcsses (3) (4) Rate Level 

(Actual ÷ 1945-44 Factor 
PayPoll ExDected~ Index Nos. Index Nos. (4)÷(5) 

II 935 Z85 .966 i.i~I 1.181 
1 989 495 26Z 12 355 606 

4 947 002 
195 577 421 ~ - - ~  1.108 .S28 .858 

I 8~7 044 879 4 36~ 090 1 .047 1 .059  1 .011  
4 1 6 ~ - ~  

I 840 655 .926 1.05Z 1.136 2&6 557 354 19"66 255 

294 955 806 2 965 550 1.025 1.167 1.15£ 
2 890 775 

Z45 689 15 45Z 595 ~ - ~  1.177 .676 .574 

4 587 065 517 26 Z96 269 1.008 1.096 1.087 
26 077 152 

M 

! 

ca 
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J ~ E S  B. ~NOV~ 

Legal  d e v e l o p m e n t s w i t h i n  the  p a s t  four  yea r s  have marked the 
pe r iod  as one o f  unprecedented s i g n i f i c a n c e  with r e spec t  to  govern-  
mental superv i s ion  o f  the  c a s u a l t y  insurance industry.  As we en t e r  
upon a new e r a  o f  s t a t e  r e g u l a t i o n ,  a s tudy  o£ the even t s  which 
c r e a t e d  t h a t  e ra  may broaden our comprehension o f  the unique ex- 
periment  in political science to which the immediate future of the 
industry is bound. Such a review should be of especial interest to 
actuaries, for in the foreground of this historic development have 
been the rates which are primarily the responsibility of those 
trained in the actuarial sciences. 

THE DECISION OF THE SUPREME COURT 

s.On June 5) 1944 in U n i t e d  S t a t e s  ~. S o u t h  E a s t e r n  U n d e r t p r i t e r s  
A s  . e t  a l .  t h e  Supreme C o u r t  o f  t he  U n i t e d  S t a t e s  by a 4 -3  
d e c i s i o n  determined fo r  the f i r s t  t ime tha t  (a)  a f i r e  i n su rance  
company conduct ing a s u b s t a n t i a l  p a r t  of  i t s  Business ac ross  s t a t e  
l i n e s  i s  engaged in "commerce among the severa l  S ta t e s"  and sub jec t  
t o  r e g u l a t i o n  by Congress  under  the  Commerce Clause of  the  Con- 
s t i t u t i o n  and (b) the Sherman Antitrust Act is applicable to the 
business of insurance. 

For seventy-five years previously the Court had consistently 
held that the Commerce Clause did not deprive the individual states 
of power to regulate and tax specific activities of foreign in- 
surance companies which sold policies within their territories 2. 

* This paper presented by i n v i t a t i o n .  
1. 322 U.S. 533, 64 Sup. Ct. 1162, 88 L. ed. 1440 (1944) noted in 44 Col. 

L. Rev. 772 (1944) and the subject of Powett, "Insurance as Commerce" 
(1944) 57 Harv. L. Rev. 937. 

2. F i rs t  held in Paul v. V i r g i n i a ,  8 Well. 168 (1868). Subsequent c a s e s  

aKe col lected in Gavlt, the Commerce Clause of the United States Con- 
s t i tu t ion  (1932) pp. 134-139. See also 322 U.S. 533, 544,567. The precise 
question of whether Congress has the power under the Commerce Clause 
to regulate in te r s ta te  insurance transactions had never been submitted 
to the Court. 
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In the c o u r s e o f  these  dec is ions  the Court had s t a t e d  t ha t  Missuing 
a p o l i c y  of  i n s u r a n c e  i s  not  a t r a n s ~ c t i o n  o f  commerce", 3 " the  
business  of  insurance i s  not commerce", ~ and ~cont rac t s  o f  insurance 
are not  commerce a t  a l l ,  n e i t h e r  s t a t e  nor i n t e r s t a t e  ". 5 On such 
dec i s ions ,  and an assumption o f  consequent lack of Federal  power, 
was founded the sys temof  insurance r egu la t ion  by the severa l  s ta tes .  

In the S.E.U.A. case Mr. J u s t i c e  Black, speaking for  a ma jo r i ty  
of  the seven j u s t i c e s  who p a r t i c i p a t e d ,  6 analyzed these a u t h o r i t i e s .  
He pointed  out tha t  c e r t a i n  a c t i v i t i e s  of  a business  may be i n t r a -  
s t a t e  and the re fo re  sub jec t  to s t a t e  con t ro l ,  while other  a c t i v i t i e s  
o f  the same b u s i n e s s  may be i n t e r s t a t e  and t h e r e f o r e  sub j ec t  to 
F ede ra l  r e g u l a t i o n .  He obse rved  t h a t  t h e r e  i s  a wide range of  
b u s i n e s s  and o t h e r  a c t i v i t i e s  which, though s u b j e c t  to  Federa l  
r egu la t ion ,  are so in t ima te ly  r e l a t e d  to loca l  welfare  tha t ,  in the 
absence of  Congressional  ac t ion ,  they may be regu la ted  or taxed by 
the s t a t e s .  The primary t e s t  appl ied by the Court to such a c t i v i t i e s ,  
the J u s t i c e  said,  i s  not themechanical  one of  whether the p a r t i c u l a r  
a c t i v i t y  a f f e c t e d  by the s t a t e  r e g u l a t i o n  i s  p a r t  o f  i n t e r s t a t e  
commerce, but r a t h e r  whether, in each case,  the competing demands 
o f  the s t a t e  and na t i ona l  i n t e r e s t s  involved can be accommodated. 
Reviewing the v a r i e d  a c t i v i t i e s  which h~d been held by the  Court 
to be i n t e r s t a t e  commerce, he concluded: 

"No commercial e n t e r p r i s e  of  any k indwhich  conducts 
i t s  a c t i v i t i e s  across  s t a t e  l i n e s h a s  been held to be 
wholly beyond the regu la to ry  power of  Congress under 
the Commerce Clause. We cannot make an except ion of  
the business  of  insurance, n 

The majority of the Justices next held that the comprehensive 
language of the Sherman Act embraced the business of insurance and 
that there existed no evidence of a contrary Congressional intent. 
If exceptions are to be written into the Act, Wthey must come from 
the Congress, not this Court. "8 The arg~nent that the Sherman Act 
necessarily invalidatedmany state lawsregulatinginsurancewasdismissed 
as "exaggerated. "9 The majority accordingly held that a conspiracy 
to restrain interstate trade and commerce by fixing and maintaining 
arbitrary and non-competitive premium rates on fire and allied 
lines of insurance in six states, and a conspiracy to monopolize 

3"Paul  vs.  Firg inia ,  8 Wall. 168,183 (1868). 
4. Hooper v. Cal i fornia ,  155 U.S. 64.8, 655 (1895). 
5. N.Y. L i f e  Ins.  Co. v. Deer Lodge County, 231 U.S. 495, 510 (1913). 
6. Mr.Justice Roberts  and Mr. Justice Reed tookno part  in the  c o n s i d e r a t i o n  

or d e c i s i o n  o f  the  case .  322 U.S.  533, 562. 
7. 322 U.S. 533, 553. 
8. Id. at 561. 
9. Id. at 562. 
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such interstate trade and commerce, are violations of the Sherman 
Act. Tne decision of the District Court for the Northern District 
ofGeorgia, I0 which had dismissed the indictment as insufficient 
in law was reversed. 

~ree Justices dissented. In a lengthy opinion the late C~ief 
Justice Stone discussed what he believed to be the two questions 
presented: (a) whether the business of entering into contracts in 
one state, insuring against the risk of loss by fire of property 
in others, is itself interstate commerce, and (b) whether an ag- 
reement or conspiracy to fix the premium rates of such contracts 
and in other ways to restrict cozq~etition in effecting policies of 
fire insurance, violates the Sherman Act. 

The (~ief Justice declared: n 

"~he court below has answered no' to both of these 
questions. I think that its answer is right and its 
judgment should be affirmed, both on principle and in 
view of the permanency which should be given to the 
construction of the commerce clause and the Sherman 
Act in this respect, which has until now been con- 
sistently adhered to byall branches of the C-overnment." 

Mr. Justice Frankfurter joined in the opinion of the Chief 
Justice in a brief separate dissent. He held that the relations 
of the insurance business to national commerce and finance un- 
doubtedly afford constitutional authorityfor appropriate regulation 
by Congress of the business of insurance, "certainly not to a less 
extent than • w12 Congressional regulation touching agrlculture. But 

10"51F. Supp. 712 (1943). The case went to the Supreme Court on direct 
appeal under the Criminal Appeals Act. 56 Star. 271, 18 U.S.C. 682, 
amending 34 Stat. 1246. 

11"322 U.S. at 563. The majority did not agree with the C~ief Justice that 
the first of these questions was presented by the decision of the 
District Judge, whose construction of the indictment was binding on 
such an appeal under the Criminal Appeals Act. Their belief was chat 
the District C~urthad held the indictment bad for the sole reason that 
the entire "businessof insurance" (not merely the part of the business 
in whlch contracts are physically executed) cannever under any possible 
circumstances be %ommerce °'. Id. at 537. See Note (1944) 44 Col. L. 

_ Rev. 772, 773. 
I2"Id. at 583. 1~is belief that the modern business of insurance is not 

commerce but yet is subject to Congressional power under the Cxxnmerce 
Clause, was shared by the C~ief Justice. Id. at 562, 563. It divided 
the Court, in reasoning but not result, in another case decided in the 
same term, Polish Alliance v. N.L.~.B., 322 U.S. 643, 64 Sup. Ct. 1196, 
88 L. ed. 1509 (1944). 
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he b e l i e v e d  t h a t  the  Sherman Act had neve r  been i n t ended  to  app ly  
to  i n s u r a n c e  t r a n s a c t i o n s  such as t hose  charged  by the  i n d i c t m e n t  
and c o u l d  f i n d  "no C o n g r e s s i o n a l  w a r r a n t "  fo r  c a u s i n g  the  " f a r -  
r e a c h i n g  d i s l o c a t i o n s "  r e f e r r e d  t o  by the  C h i e f  J u s t i c e  and Mr. 
J u s t i c e  Jackson .  

In  a s e p a r a t e  d i s s e n t  Mr. J u s t i c e  Jackson  a d d r e s s e d  h i m s e l f  t o  
what he termed the  " p r a c t i c a l  and u l t i m a t e  cho ice  w t h a t  faced  the  
Court :  nto say e i t h e r  t h a t  i n su rancewas  s u b j e c t  to  s t a t e  r e g u l a t i o n  
o r  t h a t  i t  was s u b j e c t  to  no e x i s t i n g  r e g u l a t i o n  a t  a l l . "  He 
d e c l a r e d  t h a t  whi le  amodern in su rance  b u s i n e s s  as u s u a l l y  conducted  
i s  in  f a c t  commerce, in  con templa t ion  o f  law insu rance  had acqu i r ed  
an e s t a b l i s h e d  d o c t r i n a l  s t a t u s  n o t  b a s e d  on p r e s e n t - d a y  f a c t s .  
nFor c o n s t i t u t i o n a l  p u r p o s e s  a f i c t i o n  has  been  e s t a b l i s h e d  and 
long  a c t e d  upon by the  Cour~l, 4 the  s t a t e s ,  and the  Congress ,  t h a t  
i n s u r a n c e  i s  no t  commerce. He s t a t e d  t h a t  the  d e c i s i o n  cou ld  
have consequences upon t ax  l i a b i l i t i e s ,  r e funds ,  l i a b i l i t i e s  under  
s t a t e  law to  s t a t e s  o r  t o  i n d i v i d u a l s ,  and "even  c r i m i n a l  l i a -  
b i l i t i e s . "  [~ecause o f  t hese  f a c t s  the  J u s t i c e  b e l i e v e d  t h a t  whi le  
" a b s t r a c t  l og i c "  might  suppor t  the  m a j o r i t y ,  Rthe common sense  and 
wisdom of  the  s i t u a t i o n  seem opposed",  ls He concluded: 16 

"To fo rce  the hand o f  Congress  i s  no more the  p rope r  
f u n c t i o n  o f  the  j u d i c i a r y  than  to  t i e  the  hands o f  
Congress .  To use my o f f i c e ,  a t  a t ime l i k e  t h i s ,  and 
with  so l i t t l e  j u s t i f i c a t i o n  in  n e c e s s i t y ,  t o  d i s -  
l o c a t e  the  f u n c t i o n s  and revenues  o f  the  s t a t e s  and 
t o  c a t a p u l t  Congress i n t o  immediate  and undiv ided  
r e s p o n s i b i l i t y  fo r  s u p e r v i s i o n  o f  the  n a t i o n ' s  i n -  
surance  b u s i n e s s e s  i s  more than  I can r e c o n c i l e  with 
my view o f  the func t i on  o f  t h i s  Court  in  our  s o c i e t y . "  

While the  Supreme Court  thus r e v e r s e d  the  D i s t r i c t  Court  decision 
d i s m i s s i n g  t h e  i n d i c t m e n t ,  t h e  i s s u e s  i n  t h e  c a s e  were  n e v e r  
a c t u a l l y  t r i e d ,  fo r  r easons  h e r e i n a f t e r  s e t  f o r t h .  

13"Id. a t  585. 

14"Id. a t  588. 35 s t a t e s ,  i n c l u d i n g  New York, had f i l e d  b r i e f s  as aB ic i  
cur iae  urging aff irmance o f  the D i s t r i c t  Court d e c i s i o n  s u s t a i n i n g  the 
demurrer: 41 s t a t e s  l a t e r  p e t i t i o n e d  the Court for a rehearing (den. ,  
323 U.S. 811).  

15"Id. s t  589- 

16 Id. at 594, 595- 
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I I  

THE DECISION OF CONGRESS 

The S.E.U.A. d e c i s i o n  i m m e d i a t e l y  became the  s u b j e c t  o f  con- 
t r o v e r s y .  Al though A t t o r n e y  Genera l  B idd le  i s s u e d  a s t a t e m e n t  to 
the  c o n t r a r y ,  many s t a t e  o f f i c i a l s  and insu rance  e x e c u t i v e s  
f e a r e d  t h a t  the  f o u n d a t i o n s  o f  s t a t e  r e g u l a t i o n  and t a x a t i o n  had 
been s h a k e n ,  la  I t  was c o n t e n d e d  t h a t  t h e  d e c i s i o n  r e v e r s e d  a 
Supreme Court  p r a c t i c e  i n s t i t u t e d  by Marshal l  not  to  decide a con- 
s t i t u t i o n a l  q u e s t i o n  e x c e p t  by a m a j o r i t y  o f  the  f u l l  Cour t .  19 
Others  c r i t i c i z e d  t h e D e p a r t m e n t  o f  J u s t i c e  fo r  p roceed ing  in  such 
a case  under  the  c r i m i n a l ,  r a t h e r  than  the  c i v i l ,  p r o v i s i o n s  o f  
the  Sherman Act.  Some saw the  d e c i s i o n  as the  welcome d i s c a r d i n g  
o f  an u n r e a l i s t i c  f i c t i o n .  But o f  p a r a m o u n t  i m p o r t a n c e  was a 
pending s t r u g g l e  in Congress.  

~ h i l e  the S .E .U .A .  case  was be fo r e  the  Court ,  t h e r e w e r e i n t r o d u c e d  
in both Houses o f  Congress  companion b i l l s  t o  exempt the  b u s i n e s s  
of  i n s u r a n c e  from the  Sherman and C l ay t on  A n t i t r u s t  Acts .  20 With 

17 "90 Cong. Rec. Part  10, pp. A3359, A3360, June 23, 1944. See ed i to r i a l ,  
N.Y.L.J. ,  June 13, 1944, p. 2270, col. 1. Mr. Biddle l a t e r  announced 
that no further action under the antl-trust laws would be taken until 
Congress and the states had an opportunity to act. Joint Hearings on S. 
1362, H.B. 3259 and H.R. 3270 be£ore Subcommittees of Committees on 
the Judiciary, 78th Congr., 2nd Seas., Part 6, p. 639, June 23, 1944. 

18"Senate Report No. 20, to accompany S. 340, Committee on the Judiciary, 
79th Congr., Ist Sess., Jan. 24, 1945; cf. Congressional debates cited 
in footnote 22 infra. Not all insurance interests agreed with this view. 
See statement of Senator O'Mahoney, Joint Hearing before Subcommittees 
of Committees on the Judiciary, 78th Congr., 2nd Sess., on S. 1362, 
ll.B. 3269, and H.R. 3270, Part 6 at p. 639, June 23, 1944. Newspaper 
editorial opinion is summarized in Note (1944) 44COI. L. Rev. 772,773 
as "in general, violently opposed to the decision." 

19"Article, (~arles Warren, N. Y. Times, June 8, 1944, p. 16, Cola. 2, 3; 
contra, Note (1944) 44 Col. L. Bey. 772, 773; letters, Hinds and 
Fraenkel, N.Y. ~rlmes", June 12, 1944, p. 18, col. 6. In "Insurance as 
Commerce" (1944) 57 Harv. L. Ray. 937, 938, the redoubtable Professor 
Pow. ell commented: '~Vhat respect such minority assumption of reverse 
leadership should command from mere observers, though of necessity of 
minor consequence~ is within the constitutional freedom of each observer. 
A gracious pursuer of the judicial course might pay the minority quartet 
a delicate compliment, too delicate perhaps for acid analysis, by 
emulating their courage and independence and thus viewing their views 
as they viewed those of their predecessors. " 

20"H.R. 3270, S. 1362, 78th Cungr., Ist Sess., introduced respectively on 
September .20 and 21, 1943. See Note (1943) 32 Geo. L. J. 65, 
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o p p o s i t i o n  i n c l u d i n g  the  Department o f  J u s t i c e ,  the At to rney  
General of Missouri  and Senator O'Mahoney (D., Wyo.), the b i l l s  
were s t i l l  being considered a t  j o i n t  public meetings of House and 
Senate J u d i c i a r y  Subcommittees when the S . E . U . A .  dec i s i on  was 
rendered .  21 F u r t h e r  hea r i ngs  were he ld  and b i l l s  proposed by 
var ious  i n t e r e s t s .  On January 18, 1945, Sena to r s  McCarran and 
Ferguson introduced a measure which, a f t e r  prolonged debate and 
s u b s t a n t i a l  amendment, passed both Houses and was approved by 
Pres iden t  Roosevelt  on March 9, 1945. 22 The t e x t  of  the s t a t u t e  
(here inaf te r  re fe r red  to as the McCarran Act) i s  as follows: 

nSec. 1. Congress hereby declares tha t  the continued 
regulat ion and taxat ion by the several  S ta tes  of  the 
business of insurance i s  in the public i n t e r e s t ,  and 
tha t  s i lence on the part  of the Congress sha l l  not 
be construed to impose any bar r ie r  to the regula t ion 
of taxa t ion  of such business by the several Sta tes .  

See .  2. (a)  The business of insurance, and every 
person engaged therein ,  shall be subject  to the laws 
of  the several  States  which re la te  to the regula t ion 
or taxat ion of such business. 

(b) No Act of Congress shall be construed to in- 
validate, impair, or supersede any law enacted by 
any State for the purpose of regulating the business 
of insurance, or which imposes a fee or tax upon such 
business, unless such Act specifically relates to 
the businessof insurance: provided, ]hat after Jan- 
uary l, 1948, the Act of July 2, 1890, as amended, 
known as the Sherman Act, and the Act of October 15, 

21"joint Hearings on S. 1362, H.R.3269, and H.R. 3270 before Subcommittees 
of Committees on the Judiciary, 78th Congr., Ist and 2~d Sess., parts 
i-6. The House passed the bill on June 22, 1944 by a vote of 283 to 54. 
The Senate Committeeon the Judiciary favorably reported it on September 
20, 1944 w~th a strong minority dissent. The bill died in theSenate 

without vote. 
22"p.L. No. 15, 79th Congr., ist Sess., Ch. 20, Secs. 1-5 (March 9, 1945); 

59 Stat. 33,34,15 U.S.C. Secs. 1011,1015. For legislative history see 

House Legislative C~lendar, 79thCongr., ist and 2nd Sessions, Committee 
on the Judiciary, Jan. 29, 1946, No. 22, p. I03. Congressional debate 
may be found in 91 Cong. Record 499-509 (Jan. 25, 1945), 1112-1122 
(Feb. 14, 1945), 1470-1473 (Feb. 26, 1945) and 1548-1559 (Feb. 27, 
1945). As introduced, the measure was based upon a draft by a legislative 
committee of the National Association of Insurance Commissioners. See 
91 Cong. Rec. 504, Jan. 25, 1945. 
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1914, as amended known as the Clayton Act, and the 
Act o f  September 25, 1914, known as the Federal  
Trade Commission Act, as amended, shal l  be applicable 
to  the  bus iness  of  insurance  to  the e x t e n t  t h a t  
such bus iness  i s  not  r e g u l a t e d  by S t a t e  Law. 

See.  3. (a) Until  January 1, 1948, the Act of  Ju ly  
2, 1890 as amended, known as the Sherman Act, and 
the Act of  October 15, 1914, as amended, known as 
the Clayton Act, and the Act of  September 28, 1914, 
known as the  Fede ra l  Trade Commission Act,  as 
amended, and the Act of  June 19, 1936, known as the 
Robinson-Patman Ant i -d iscr iminat ion  Act, shal l  not 
apply to  the business o f  insurance  or to ac ts  in 
the conduct the reof .  

(b) Nothing contained in this Act shall render the 
said Sherman act inapplicable to any agreement to 
boycott, coerce, or intimidate, or act of boycott, 
coercion, or intimidation. 

See. 4. Nothing contained in this Act shall be 
construed to affect in any manner the application 
to the business of insurance of the Act of July 5, 
1935, as amended, known as the NatianalLaborRela- 
tions Act, or the Act of June 25, 1938, as amended, 
known as the Fair Labor Standards Act of 1938, or 
the Act of June 5, 1920, known as the Merchant 
Marine Act, 1920. 

See. 5. As usual in this Act, the term nStaten in- 
cludes the several States, Alaska, Hawaii, Puerto 
Rico, and the District of Columbia. 

Sec. 6. I f  any p r o v i s i o n  o f  t h i s  Act, or ~ the  ap- 
p l i c a t i o n  of  such provis ion  to  any person or c i r -  
curastances, shal l  be held inva l id ,  the remainder of 
the Act, and the app l i ca t ion  of  such p rov i s ion  to 
persons  or  c i rcumstances  o t h e r  than those as to  
which i t  i s  held inval id,  sha l l  not be af fec ted .  " 
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In approving the McCarran Actp.~Oresident Roosevelt issued a 
public statement in which he said: ~ 

nI have given my approval t o  S. 340, the insurance 
bill, which passed the Congress last week. This bill 
grants the insurance business a moratorium from the 
application of the antitrust laws and certain re- 
lated statutes, except for agreements to boycott, 
coerce, or intimidate, or acts of boycott, coercison 
or intimidation until January I, 1948. 

The purpose of this moratorium period is to permit 
the States to makes necessary readjustments in their 
laws with respect insurance in order to bring them 
them into conformity with the decision of the 
Supreme Court in the South-Eastern Underwriters 
Association case. After the moratorium period, the 
antitrust laws and certain related statutes will 
be applicable in full force and effect to the business 
of insurance except to the extent that the states 
have assumed the responsibility, and are effectively 
performing that responsibility, for the regulation 
of whatever aspect of the insurance business may be 
involved. It is clear from the legislative history 
and the language of this act, that the Congress 
intended no grant of immunity for monopoly of for 
boycott, coerion or intimidation. Congress did not 
intend to permit private rate fixing, which the Anti 
trust Act forbids, but was willing to permit actual 
regulation of rvtes by affirmative action of the 
States. 

The bill is eminently fair to the States. It provides 
an opportunity for the orderly correction of abuses 
which have existed in the insurance business and 
perserves the right of the States to regulate in a 
manner consonant with the Supreme Court's inter- 
pretation of the antitrust laws. m 

23"White House Press Helease,  Mar. 10, 1945; ~qational  Underwriter" Mar. 
15, 1945, p. 4, co l .  I; reprinted in part,  N.Y. Times, March 11, 1945, 
Sec.  5, p. 45, co l .  5; never o f f i c l a 1 1 y  reported.  (The t e x t  i s  i n -  
a c c u r a t e l y  repr inted  in  var ious  j o u r n a l s  and t e x t s ,  in each of  which 
there  are omit ted  from the fourth  sentence  the words, "and are e f -  
f e c t i  r e l y  p e r formin g that respons ib i  l i  ty").  The Presi  den t had p r e v i o u s l y  
emphasized "affirmative" State regulation in a letter to ~enator 
Radcliffe before the McCarran Act was passed. 91 Cong. Rec., Jan. 25, 
1945 at 503. 
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Shor t ly  a f t e r  the enactment o f  the McCarran Act, the Government 
discont inued the S.E.U.A. prosecut ion  in the Northern D i s t r i c t  of 
Georgia. 

The moratorium per iod  in the Act, o r i g i n a l l y  to  end January 1, 
1948, subsequently has been extended to  June 30, 1948 by Congress 
on i t s  own i n i t i a t i v e .  24 The ex tens ion  was s t a t e d  by the Senate 
Jud ic ia ry  Committee to be des i rab le  ~n order to provide the Congress 
an add i t iona l  time to examine in to  the s i t u a t i o n  more complet ley 
than i t  has been able  to do during the presen t  sess ion .  "2s 

Since the enactment o f  the McCarran Act, ce r t a in  o f  the problems 
crea ted  by the S.E.U.A. decis ion have been the subject  of  j u d i c i a l  
review. Foremost are  two d e c i s i o n s  o f  the Supreme Court  o f  the 
United S t a t e s .  

In Pruden t ia l  Ins .  Co. v. Benjamin, 24 the insurance  company 
p ro t e s t ed  an annual tax l ev ledbySouth  Carolina on foreign insure rs  
(but not on domestic companies) as a condit ion of being authorized 
to  do business within the Sta te .  The tax amounts to three  per cent 
o f  the aggregate of  premiums rece ived  from business done in South 
Carolina,  regard less  o f  i t s  i n t e r s t a t e  or loca l  charac te r .  C i t ing  
the S.E.U.A. dec i s ion ,  the i n su re r  contended tha t  the tax was an 
u n c o n s t i t u t i o n a l  d i s c r i m i n a t i o n  aga ins t  i n t e r s t a t e  con~nerce in 
favor of  loca i  bus iness .  "rne Court unanimously upheld the tax.  27 

Mr. J u s t i c e  Butledge t r aced  the winding paths o f  the previous  
decis ions,  commenting tha t  "the h i s to ry  of  the commerce clause has 
been one of  very considerable  j u d i c i a l  o s c i l l a t i o n .  28]~e a u t h o r i t i e s  
c i t e d  by Prudent ial  were d is t inguished  on the ground tha t  in none 
o f  them had Congress acted or purported to act ,  e i t h e r  by way o f  
consent ing  to  the s t a t e ' s  tax  or otherwise .  The cour t  s t a t ed :  29 

"None of  the decis ions  conceded, because none in-  
volved any question of, the power of  Congress to 
make conclusive i t s  own mandate concerning what i s  
commerce. But apart  from that  function of  def in ing  
the outer  boundary of i t s  power, whenever Congress' 
judgment has been u t t e r ed  a f f i rma t ive ly  to con- 
t r a d i c t  the Cour t ' s  p rev ious ly  expressed view that  
s pe c i f i c  act ion taken by the s t a t e s  in Congress' 
s i l ence  was forbidden by the cor~nerce clause,  th i s  
body has accon~nodated i t s  previous judgment to 
Congress' expressed approval." 

24"p.L. No. 238, 80th Cong., 1st Sesa., ch. 326 (July 25, 1947). 
25"Sen. Bep. No. 407, 80th Cong., 1st Sess. 419 (1947). 
26"328 U.S. 408, 66 Sup. Ct. 1142, 90 L. ed. 1342, 164 A.L.R. 475 (1946). 
2?'Mr. Justice Black concurred in the result  and Mr. Justice Jackson took 

no part in the consideration or decision of the case. 
28"328 U.S. at 420. 
29"Id. at 424, 425. 
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Since there  was no conten t ion  by Prudential tha t  commerce was not  
involved, the Court would give e f f e c t  to the pos i t i ve  express ionby  
the McCarran Act tha t  the "continued regula t ion  and t axa t ion  by the 
s e v e r a l  S t a t e s  o f  the bus iness  o f  insurance"  i s  in  accord  with 
Congress' pol icy.  The cour t  thus r e j ec t ed  the a rgumentofPruden t ia l  
tha t  the conlnerce clause "of  i t s  own force",  and without re fe rence  
to  any act ion by Congress, fo rb ids  d i sc r imina to ry  s t a t e  t a x a t i o n  
of  i n t e r s t a t e  commerce. 

Reviewing the McCarran Act, the Court found t h a t  i t  was the 
i n t e n t i o n  of  Congress to "put the f u l l  weight o f  i t s  power behind 
ex i s t i ng  and future  s t a t e  l e g i s l a t i o n  to sustain i t  from any a t tack  
under the Commerce clause to  whatever extent  t h i s  may be done with 
the force  of tha t  power behind i t ,  subjec t  only to  the except ions  
express ly  provided for .  "30 

*Two conclusions, c o r o l l a r y i n  charac ter  and important  
fo r  t h i s  case, must be drawn from Congress' ac t ion  
and the circumstances in which i t  was taken. One i s  
t h a t  Congress in tended  to  dec l a r e ,  and in  e f f e c t  
declared,  tha t  uniformity  o f  regula t ion ,  and of  s t a t e  
t a x a t i o n ,  a re  not  r e q u i r e d  in  r e f e r e n c e  to  the  
business of  insurance b y t h e  nat ional  public  i n t e r e s t  
except in the s p e c i f i c  respec ts  otherwise express ly  
provided for .  This n e c e s s a r i l y  was a de te rmina t ion  
by Congress tha t  s t a t e  taxes,  which in i t s  s i l ence  
might be held inva l id  as d iscr iminatory ,  do not place 
on i n t e r s t a t e  insurance business a burden which i t  
i s  unable g e n e r a l l y  to  bear  or should not bear  in 
the compet i t ionwith  loca l  business.  Such taxes were 
no t  uncommon among the  s t a t e s ,  and the  s t a t u t e  
c l e a r l y  included South Caro l ina ' s  tax now in issue.  

"That jud~nent was one of  po l icy  and r e f l e c t e d  long 
and c lea r  experience.  For, notwithstanding the long 
inc iden t  of  the tax and i t s  payment by Prudent ia l  
without ques t ion p r i o r  to  the South-Eastern decision,  
the r ecord  o f  P r u d e n t i a l ' s  cont inuous success  in 
South Carol ina  over decades r e f u t e s  any idea  t ha t  
payment of  the tax handicapped i t  in any way tending 
to  exclude i t  from competi t ion with loca l  bus iness  
or with domestic insurance companies." 

South Carol ina and Congress had acted in complete coord ina t ion  
to  sus t a in  the tax, the Court dec lared ,  and i t  i s  t h e r e f o r e  " re -  
in fo rced  by the exe rc i se  of  a l l  the power of  government r e s id ing  

3° 'Id .  a t  pp. 431, 432. 
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i nou r  scheme, n Thejudgment of the Supreme Court of South Carolina, 
upholding the tax, 

ac~ifornia^^^ appe l lan t  had been convic ted  in 
In Robertson v. rdinglya~as affirmed'31 

Ca l i fo rn ia  of  the crimes of  (a) s o l i c i t i n g  and s e l l i n g  a po l icy  of 
insurance without being l icensed as required by law, and (b) ac t ing  
wi thou t  a l i c e n s e  as an agent  fo r  a non-admi t ted  i n s u r e r .  The 
s t a t u t e s  v io l a t ed  33 are pa r t  of  C a l i f o r n i a ' s  comprehensive regulatory 
scheme for  the business of  insurance with the s t a t e d  l e g i s l a t i v e  
o b j e c t i v e  " t o  p r o t e c t  the  p u b l i c  by r e q u i r i n g  and ma in t a in ing  
profess iona l  standards of  conduct on the par t  of  a l l  insurance agents 
and insurance brokers ac t ing  as such within th i s  State.  "34 

The insu re r  in question was an Arizona corporat ion not  l icensed 
in  C a l i f o r n i a .  I t s  b u s i n e s s  was t r a n s a c t e d  l a r g e l y  by r a d i o  
a d v e r t i s i n g  and use o f  the mails ,  in addi t ion  to the use of  such 
agen t s  as a p p e l l a n t .  The ev idence  o f  non-compl iance  wi th  the 
s t a t u t e s  was undisputed.  A p p e l l a n t ' s  con ten t ion  was, in e f f e c t ,  
t h a t  s ince the e n t i r e  s e r i e s  of  ac ts  done by him was d i r e c t e d  to 
the conclus ion of  an i n t e r s t a t e  t r ansac t i on  (within the S.E.U.A. 
dec is ion)  those acts ,  though taking place a l toge ther  within Cal i -  
fo rn ia ,  were inseparably  a pa r t  o f  an i n t e r s t a t e  t r a n s a c t i o n  and 
t h e r e f o r e  beyond reach of  the s t a t e ' s  l i c e n s i n g  or r e g u l a t o r y  
power. C a l i f o r n i a ' s  r e f u s a l  to  l i c e n s e  an Arizona i n s u r e r ,  for  
non-compliance with i t s  requirement of  ce r ta in  reserves ,  was termed 
an unlawful exclusion of  i n t e r s t a t e  coavnerce. 

The Court r e j e c t ed  these content ions and sustalned both s t a tu t e s .  
The requ i rement  o f  a l i c e n s e  to ac t  as an agent  or  b roke r  was 
upheld as par t  o f  "a s e r i e s  of  regula t ions  designed and reasonably 
adapted to  p r o t e c t  the p u b l i c  from f raud,  m i s r e p r e s e n t a t i o n ,  
incompetence  and sharp p r a c t i c e  which f a l l s  sho r t  of  m~nimum 
s t a n d a r d s  o f  decency in the s e l l i n g  o f  i n su rance  by p e r s o n a l  
s o l i c i t a t i o n  and salesmanship.  "35 As to the S t a t e ' s  r e f u s i n g  to  
admit insurers not conforming to reasonable standards, Mr. Justice 
Rutledge declared:  36 

"The ev i l s  flowing from i r r e spons ib l e  insurers  and 
insurance c e r t a i n l y  are not  less  than those a r i s ing  
from the a c t i v i t i e s  o f  i r respons ib le ,  incompetant 

31"The Court expressly withheld any opinion concerning the val idl ty  of 
other types of S t a t e  t a x e s .  I d .  a t  431, note 40. The e f fec t  of t h e  
McCarran Act on various types of ~discriminstory" state legislation 
is discussed in Note (1945) 45 Col. L. Per. 927. 

32.'328 U.S. 440, 66 Sup. Ct. 1160, 90 L. ed. 1366 (1946). 
~'Deerlng's California Codes, Ins. Code of Calif.,  Secs. 703,1642. 

34"Id. Sec. 1639. 
35'328 U . S .  a t  447. 
36. id. at 457. 
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or  d i s h o n e s t  i n s u r a n c e  agen t s .  The two t h i n g s  a re  
concomitant ,  be ing  mere ly  d i f f e r e n t  facades  o f  the  
same s e p u l c h r e  fo r  the i nves tmen t s  and s e c u r i t y  o f  
the  p u b l i c . . . I t  would be i d l e  to  r e q u i r e  l i c e n s i n g  
o f  insurance  agen t s ,  in  o rde r  to  secure  hones ty  and 
competence, y e t  to  p l ace  no r e s t r a i n t  upon the k ind  
o f  i n s u r a n c e  to  be so ld  or  the k inds  o f  companies 
a l l o w e d  t o  s e l l  i t ,  and then  to  c o v e r  t h e i r  r e -  
p r e s e n t a t i v e s  wi th  t h e i r  immunity. Th is  could on ly  
r e s u l t  in  p l a c i n g  dom es t i c  and complying  f o r e i g n  
i n s u r e r s  a t  g r e a t  d i s a d v a n t a g e  and e v e n t u a l l y  in  
n u l l i f v l n g  a l l  c o n t r o l s  u n l e s s  or  u n t i l  Congress  
shou ld  t ake  ove r  the  r e g u l a t i o n  . 

No such consequence  has  f o l l o w e d  f o r  t he  Soath-  
Eastern dec i s ion .  I t  d i d n o t  wipe out  the  e x p e r i e n c e  
o f  the s t a t e s  in the r e g u l a t i o n  o f  the bus iness  o f  
i n s u r a n c e o r  i t s  e f f e c t s  fo r  the  con t inued  v a l i d i t y  
o f  t h a t  r e g u l a t i o n  ****, 
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The Court  po in t ed  out  t h a t  t h e r e  was no showing t h a t  t h i s  p a r t i c u l a r  
i n s u r e r ' s  b u s i n e s s  was unsound or  f r a u d u l e n t .  I t  was m e r e l y  t h a t  
C a l i f o r n i a  has the r i g h t  t o  exc lude  a company fo r  non -compl i ance  
wi th  r e a s o n a b l e  s t anda rds ,  "unt i l  Congress makes c o n t r a r y  command." 

T~e d e t e r m i n a t i o n  o f  the Court  was madewi thout  s p e c i f i c  r e l i a n c e  
upon the  McCarran Act ,  f i r s t  b e c a u s e  i t  was n o t  b e l i e v e d  to  be  
n e c e s s a r y  and second because  the  a c t s  o f  a p p e l l a n t  were commit ted 
a f t e r  the S.L.U.A. d e c i s i o n  but  be fo r e  the McCarran Act became law. 
To avoid  ~ny semblance o f  r e t r o a c t i v e  e f f e c t  in  a c r imina l  m a t t e r ,  
the  Court  r e f r a i n e d  from e x p l i c i t  r e l i a n c e  upon the ac t ,  a l t hough  
Mr. J u s t i c e  Ru t l edge  commented t h a t  i t  d id  not  " d e t r a c t  from our  
d e c i s i o n  on o the r  grounds t h a t  the  McCarran Act, i f  app l i ed ,  would 
d i c t a t e  the  same r e s u l t .  "aT 

Mr. J u s t i c e  Douglas d i s s e n t e d  in p a r t .  He agreed wi th  the  Court  
t h a t  C a l i f o r n i a ' s  gene ra l  l i c e n s e  r equ i remen t s  fo r  i n su rance  agen t s  
were c o n s t i t u t i o n a l ,  "even p r i o r  to  the  McCar ranAct" .  He s t a t e d  
however: as 

"But p r i o r  to t h a t  Act C a l i f o r n i a  could  not  under  
our d e c i s i o n s  under the commerce c l ause  exclude an 
i n t e r s t a t e  b u s i n e s s ,  a t  l e a s t  in  a b s e n c e  o f  a 
showing t h a t  i t  was a f r a u d u l e n t  e n t e r p r i s e  or  in  
an unsound c o a d i t i o n .  No such showing i s  made here .  

37"Id. at 462, 
38.1d" 
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The McCarran Act changes t h a t r u l e ;  but i t  should 
no tbe  allowed to make unlawful what was lawful when 
done." 

In concluding this review, i t  may not be without significance tha t  
in a recent  ease involving the t r anspor t a t ion  of  na tu ra lgas  in 
i n t e r s t a t e  cc~merce, 3 9 ~ .  J u s t i c e  Rutledge on behalf  o f  the Supreme 
Court summarized the respec t ive  powers of  the Federal and Sta te  
governments under the Natural Gas Act as follows: 

"The Natural  Gas Act t h e r e f o r e  was not merely in- 
e f f e c t i v e  to exclude the sa les  now in question from 
s t a t e  control .  Bather both i t s  pol icy  and i t s  terms 
confirm that  control.More than ' s i l e n c e '  o f  Congress 
i s  involved. The dec la ra t ion ,  though not i den t i ca l  
in terms with the one made by the McCarran Act, 59 
Star .  33, 15 U.S.C. ~1011, 15 U.S.C.A. ~10]1 e t  
seq. ,  concerning c~lt inued s t a t e  regula t ion o f  the 
insurance business, i s  in e f f e c t  equally c lear ,  in 
view of  the Act ' s  h i s t o r i c a l  s e t t i n g ,  l e g i s l a t i v e  
h i s t o r y  and o b j e c t s ,  to  show i n t e n t i o n  fo r  the 
s t a t e s  to continue with r egu la t ion  where Congress 
has n o t e x p r e s s l y  taken over.  Cf. P ruden t ia l  Ins. 
Co. v. B e n j a m i n ,  328 U.S.  408, 66 S • Ct .  
1142, 90 L. Ed. 1342, 154 A . L . R .  476. Congress has 
undoubted power to def ine the d i s t r i b u t i o n  o f  power 
over i n t e r s t a t e  commerce. Southern P a c i f i c  CO. v. 
S t a t e  of  Arizona,  325 U.S. 761, 769, 65 S. Ct. 
1515, 1520, 89 L. Ed. 1915, and au tho r i t i e s  ci ted;  
c f .  P ruden t i a l  Ins. CO. v. Benjamin, supra. Here 
the  power has been e x e r c i s e d  in a manner wholly 
incons i s t en t  with exclusion of  s t a t e  au thor i ty  over 
the sa les  in question.  

"Congress' ac t ion moreover was an unequivocal re-  
cognit ion of  the v i t a l  i n t e r e s t s  of  the s t a t e s  and 
t h e i r  people, consumers and industry al ike,  in the 
regula t ion  of  ra tes  and serv ice .  Indiana 's  i n t e r e s t  
in appellant's direct sales is obvious. That in- 
terest i s  c e r t a i n l y  not  l e ss  than the i n t e r e s t  of  
Ca l i fo rn ia  and her people in t h e i r  por tec t ion  against  
t he  e v i l  e f f e c t s  o f  whol ly  un r egu l a t ed  s a l e  o f  
insurance i n t e r s t a t e .  Bobertson v. People of  S ta te  
o f  Ca l i fo rn ia ,  328 U.S. 440, 66 S. Ct. 1160, 90 L. 
Ed. 1366. N 

39"Panhandle East ,  P i p e L i n e  Co. v. Publ ic  Seru. Coa'n, - U.S. - , 68 Sup. 
Ct.190 at 197, 92 L. ed. 173 at 181 (1947), not yet officially reported. 
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The S.E.U.A. d e c i s i o n  and theMcCarranAct  have a l so  been appra i sed  
by o t h e r  c o u r t s  in c o n s i d e r i n g  v a r i o u s  phases  o f  the  i n s u r a n c e  
bus iness .  Apart  from a dec i s ion  in C a l i f o r n i a  t h a t  the s t a t e  a n t i -  
t r u s t  s t a t u t e s  are  now a p p l i c a b l e ,  4° the  p r i n c i p a l  d e t e r m i n a t i o n  
has been tha t  under e x i s t i n g  c i rcumstances  the r i g h t s  o f  the s t a t e s  
t o  r e g u l a t e  and to tax  t r a n s a c t i o n  o f  the  b u s i n e s s  have no t  been 
a l t e r e d .  41 

¢ O ' s p e e g l e  v. Board o f  F i r e  l ind. ,  29 C. (2d) 34, 172 P. (2d) 867 (1946). 

41. 
?/are v. T r a v e l e r s  I n s .  Co., 150 F. (2d) 463 (C.C.A. 9th, 1 9 4 5 ) ; F i r s t  

N a t i o n a l  B e n e f i t  Soc.  v. G a r r i s o n ,  58 F. Supp. 972, (S.D. Cal. 1945), 
a f f 'd .155 F. (2d) 522 (C.C.A. 9ti,, 1946); Glass  v. P r u d e n t i a l  I n s .  Co. ,  
246 Ala. 579, 22 So. (2d) 13 (1945); S t a t e  v. P r u d e n t i a l  I n s .  Co., 64 
N.E. (2d) 150 (Ind. ,  1945, not o f f i c i a l l y  reported) a f f ' d .  328 U.S. 
823, 90 Led .  1603, 66 Sup. Ct. 1364 (1946); I n  Re I n s u r a n c e  Tax Cases,  
160 Kan. 300, 16] P. (2d) 726, (1945) a f f 'd .  328 U.S. 822, 66 Sup. Ct. 
1360, 90 L. ed. 1602 (1946); P r u d e n t i a l  I n s .  Co. o f  AMerica v. B a r n e t t  
a t .  a l . ,  27 So. (2d) 60 (Miss., 1946, not yet o f f i c i a ] l y  reported); 
Keehn v. H i -Grade  Coal & Fue l  Co. ,  23 N.J. Misc. 102, 41 A. (2d) 525 
(1945); I n s u r a n c e  Commiss ioner  o f  P e n n s y l v a n i a  v. G r i f f i t h s ,  23 N.J .  
Misc. 96, 41A (2d) 386 (1945) ;Keehn  v. Laubach e t  a t . ,  22 N.J. Misc. 
380, 39A.(2d) 73 (1944) appeal dismissed 133 N.J.L. 227, 43A. (2d) 857 
(1945); M e n d o l a  v.  l ) i ~ e e ~  185 Misc. 540, 57 N.Y.S. (2d) 219 (1945); 
P r u d e n t i a l  I n s .  Co. v. Murphy,  207 S.C. 324, 35 S.E.(2d) 586 (1945), 
a f f ' d .  328 U.S. 408, 66 Sup. Ct. 1142, 90 L.ed. 1342 (1946); and cases 
c i ted therein. 
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I I I  

THE DEClBIONS OF THE STATES 

When the McCarran Act became law on March 9, 1945, regulation 
of insurance by the several States varied from relatively complete 
supervisionof all lines of insurance 42 to little or no regulation 
of many classes. Collaborative action believed essential in certain 
lines of insurance 43 could fall within the sweeping prohibitions 
of the Federal antitrust laws. But under the McCarranAct, after 
June 30, 1948, such laws (except as to boycott, coercion or in- 
timidation) are applicable to the business of insurance only "to 
the extent that such business is not regulated by State law. "44 
The measu reo f  S t a t e  r e g u l a t i o n  thus being the y a r d s t i c k o f i m m u n i t y  
from F e d e r a l  a n t i t r u s t  laws,  the  p r i n c i p a l  problem c o n f r o n t i n g  
S t a t e  a u t h o r i t i e s  and the i n d u s t r y  has been to  c o n s i d e r  what new 
S t a t e  c o n t r o l s  should be formulated dur ing  the moratorium in o rder  
to preserve a system of regulation exclusively by States. 4s 

We may briefly review these newly enacted laws as they affect 
casualty insurance, summarizing the legislation in effect on 
January i, 1948. For simplification, legal citations are omitted; 
these are collected elsewhere 46 and may also be found in the 

23"E.g.,N.Y. Ins. Law, L. 1939, ch. 882, Consol. Laws, ch. 28, as amended. 
"E.g.~ the poolingof insurers '  experience in most lines to obtain rates  
not excessive or inadequate. See Mowbray, ~Insurance, I t s  Theory and 
Pract ice  in the U.S. " (N.Y. 1930), Chapter XIX. 

44"McCarran Act, Sac. 2 (b);15 U.S.C. 1012(b)Cf. Parker v. Brown, 317 
U.S. 341 (1943), for similar resul t ,  in analogous s i tuat ion,  without 
such a s t a tu te .  During debate on the McCarran Act Senator O'Mahoney 
(D. Wyo. ) s ta ted:  "My whole point  has always been that  those com- 
binat ions which the insurance industry desires to make should have a 
clearance from some authori ta t ive spokesman of the public in teres t . "  90 Cong. 
Bec. Par t  5, p. 6627, June 23, 1944o See also statement ot Attorney 
General Biddle in Joint Hearings on S. 1362, H.H. 3269 and H.R. 3270 
before Subcommittees of Committees on the Judiciary, 78th Congr., Ist. 
and 2nd Seas., Part VI, pp. 637 e t  seq .  

45"Desire for regulation by a Federal agency at the time was disavowed 
by the industry, the President, the Dept. of Justice, Senator O'Mahoney, 
etc. See Joint Hearings on S. 1362, H.R. 3269 and H.H. 3270 before Sub- 
~ommitteesafCommittees on the Judiciary, 78th Congr., 1st and 2ad Sess., 
Parts 1-6, especlally Part 6, pp. 637-640. In a letter to Senator 
Radcliffe, President Roosevelt stated that his administration was "not 
sponsoring Federal legislation to regulate insurance or to interfere 
with the continued regulation and taxationby the States of the business 
of insurance. " 91 Cong. Bec. 503, Jan. 25, 1945. 

46"Note (1947) 47 Col. L. Ray. 1314. 
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s t a t u t e s  of  the ind iv idua l  s t a t e s .  The fo l lowing summary app l ies  
to  casual ty  l ines  o ther  than workmen's compensation, the regula t ion  
o f  which has been t r a d i t i o n a l .  Since the S.E.U.A. dec i s ion ,  the 
only new workmen's compensation r a t e  regu la t ion  where none the re -  
tofore existed has been in Alaska, Connecticut, Hawaii, Illinois, 
Iowa, Montana,Nebraska, NewMexico and SouthDakota. Tne present paper 
does not deal with accident and health insurance. 

While seventeen states have enacted "fair trade practices" 
legislation specifically designed to effect anouster of the Federal 
Trade Commission Act, and three states have attempted to prevent 
application of the Clayton Act by regulating interlocking dir- 
ectorates and ownership, 48 these have not been the primary concern 
of the state legislatures. Most important has been legislation 
to render the Sherman Act inapplicable by the passage of rate 
regulatory laws. Such statutes have now become law in every state 
and territory except as follows: in Idaho, Rhode Island, Missouri, 
West Virginia, the District of Columbia and Puerto Rico, there are 
no laws specifically providing for regulation of casualty rates; 
in Virginia, 49 only automobile and fidelity and surety insurance 
rates are regulated and in Oklahoma 50 only automobile, glass in- 
surance and employers liability. In all other states rating leg- 
islation of  some type e x i s t s  as of  January 1, 1948. 

In Louisiana 51 for  a l l  casua l ty  l ines  and in Texas s2 for  auto- 
mobile insurance, a s t a t e  commission l i t e r a l l y  makes the ra tes .  In 
North CarolinaS3and Virginia ,  54 there  are other  forms of r egu la t ion  
for  automobile insurance,  and in Massachusetts s5 a specia l  form of  
regu la t ion  for c e r t a i n  s t a t u t o r y  coverages. Inmost s t a t e s ,  however, 
t he r e  has been enac ted  a system of  r e g u l a t i o n  having the bas i c  
ou t l i ne  of  the t r a d i t i o n a l  New York s t a t u t e s ,  with d i f f e r e n c e s  of  
v a r y i n g  p r a c t i c a l  impor tance .  I t  was such a model r e g u l a t o r y  
s t a t u t e  tha t  the Nat ional  Assoc ia t ion  of  Insurance Commissioners 

• 47. Florida, Indiana, Maryland, Massachusetts, Michigan, Minnesota, Nebraska, 
New Hampshire, New Jersey, New Mexico, Pennsylvania, South Carolina, 
South Dakota, Tennessee, Utah, Washington and Wisconsin. 

48"Connecticut, Illinois and Pennsylvania. 
49"Sections 4326B1 to 4326B6 and Sec. 2154 Ins. Laws of Virginia. 
50. 

Sec. 88 Oklahoma Ins. Laws; OpinionAtty. Gen., Feb. 27, 1928, on auto- 
mobile liability insurance. 

51. 
SOc. 4277.2-4277.3 La. Gen. Stats., [}art. Annotated 1939. 

52"Art. 4268B, Sections I to lla, Ins. Laws of Texas. 
53. 

Sec. 58-246 to 58-248.6 of Article 25, Chap. 58, Ins. Laws of N. Car. 
54. Sec. 4326BI to 4326B6, and 2154, Ins. Laws of Va. 
55"Chapter 175, Section II3B, Annotated Laws of Mass. 
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and an A l l - I n d u s t r y  Committee debated and agreed upon in 1946. 
In broad ou t l ine ,  the s t a t u t e s  enacted provide that:  

(1) 

(2) 

ra tes  must meet c e r t a i n  standards; 

rates must be filed with state supervisory officials, 
who are granted certain powers if the rates fail to 
meet the statutory standards; 

(3) companies may combine in rating matters but only if 
their organizations for such purposes are licensed by 
the s t a t e .  

L e t u s  consider b r i e f l y  eachof  these components of  the r a t i ng  laws. 

1. Rates  must meet c e r t a i n  s tandards.  

The s t a tu t e s  normally provide that  ra tes  must not benexcess ive ,  
inadequate or u n f a i r l y  d iscr iminatory  ~. De.finitions of  these terms 
are  found in few o f  the s t a t e  s t a t u t e s  s° and the phrases  await  
i n t e r p r e t a t i o n  by the cour t s ,  which o r d i n a r i l y  should adopt the 
meanings customary in  the bus iness .  In the S t a t e  o f  Washington 
a lone the re  are no s t a t u t o r y  s tandards  expressly applicable to 
c a s u a l t y  r a t e s .  57 

The r a t e s  used should be made with due c o n s i d e r a t i o n  to pas t  
and p ro s pe c t i ve  loss  exper ience ,  c e r t a i n  enumerated mat te r s  and 
~all other  re levant  f ac to r s  within and outside the s ta te ,  n 

2. A l l  ra t e s  must be f i l e d  w i th  s t a t e  s u p e r v i s o r y  o f f i c i a l s ,  
who are granted  c e r t a i n  powers i f  the ra t e s  f a i l  to meet 
the s t a t u t o r y  s tandards .  

1~nis is true in every state, except that in C~lifornia no rate 
need be filed until required by the Commissioner in investigating 
alleged violations of law, and in Montana rates must be filed only 
when made by a rating organization. 58 With the rates must be filed 
all manuals of rules and all rating plans; in most states, these 
filings must be accompanied by supporting information only in the 
event that the state official does not have sufficient information 
to determine whether the filings meet the statutory standards. 

56"E.g., Sec. 1852(a), Cal. Ins, Laws. 
57"Sec..19.03, Wash. Ins. Code. 
58"Chapter 805, Calif. L. 1947; Sec. ii, ch. 255, Mont. L. 1947. Manual 

rates of course are readily available to a state Insurance Department, 
irrespective of a filing requirement. 
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Filingsmay bemadeby either an insurer or an authorized organization 
acting in its behalf. 

In almost all states, the rates cannot be used for a certain 
number of days (called a "waiting period") and in the majority o£ 
states the Commissioner has power to prevent the use of rates by 
action before the end of the waiting period. In every state having 
a rate regulatory law the Commissioner at any time may examine into 
any existing rates and, while he may not set aside contracts already 
made, he may order the discontinuance of such rates in the future. 

Procedures for the gathering and compilation of experience for 
the information of the Commissioner are uniformly provided in the 
laws. 

3. Companies may combine in rating matters but only i f  their 
organizations for such purposes are licensedandsupervised 
by the state. 

]his is true in all states which have enacted rate regulatory 
laws. Bating organizations, advisory organizations, and joint 
activities of such groups, are subjected to rigid scrutiny. In al- 
most all states, membership in these concerted activities is not 
compulsory for any insurer. Bating organizations must permit any 
insurer to subscribe to their rating services and virtually all 
their actions are subject to appeal to the Commissioner by a member 
or subscriber. Deviations by a member or subscriber on a specified 
basis (usually a uniform percentage deviation) are sanctioned. 

THE FUTURE 

Reasonable  men may d i f f e r  in t h e i r  views as to  the p r o b a b l e  
success  or  f a i l u r e  of  v e s t i n g  in the s eve ra l  s t a t e s  such compre- 
hensive powers over an i n t e r s t a t e  indus t ry .  What a l l  may agree upon 
i s  t h a t  the  system can succeed only  ~f i n d u s t r y  and government 
approach t h e i r  r e s p e c t i v e  r e s p o n s i b i l i t i e s  with an i n t e l l i g e n t  
a l t r u i s m .  
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ABSTRACT 

D I S ~ I ~  

OF THE D I S C U S S I O N  OF PAPERS READ 

AT THE PREVIOUS MEETING 

MECHANIZED UNIT REPORTING 

H. T. BARBER 
Volume XXXIII, Page 5 
Written Discussion 

R. P. GODDARD 

The very t i t l e  of  t h i s  paper brings to some minds the thought 
of push-button s t a t i s t i c s ,  of simply deciding upon what is  wanted 
and " l e t t i n g  the machines do the work". Mr. Barber makes c lear ,  
though with due modesty he does not s t r e s s ,  the carefu l  planning 
and continual  v igi lance whichis required to maintain the 80-colunm 
accuracy which is  a p r e r i q u i s i t e  for success  in a la rge  sca le  
undertaking of  th i s  kind. The report indicates  that  the development 
of  the mechanical process was f a c i l i t a t e d  by previous experience 
with the use of continuous forms in typing un i t  repor ts  under the 
method previously employed. Every punch card is  ve r i f i ed  and care- 
f u l l y  guarded while in t r a n s i t  from punching to tabula t ing,  indi-  
ca t ing  tha t  the personnel has had experience with the maintenance of 
accounting accuracy with alphabet ic  equipment. The ingenious use 
o f  s p e c i a l  t ype -ba r s  to t r a n s l a t e  coverage codes i n t o  symbols 
evokes admiration on i t s  own account, but the f ina l  accomplishment 
i s  no mere t r i ck ,  to be achieved by anybody merely by the use of 
special  gadgets. 

I t  i s  to be noted tha t  in the mechanical process described no 
attempt i s  made to weave the preparat ion of uni t  reports  in to  the 
regular  fabr ic  of accounting and loss  reserve records. While th i s  
i s  t h e o r e t i c a l l y  poss ib le ,  i t  amounts to  somewhat of  a tour de 
force  for  a la rge  company and probably would not  produce pro- 
por t iona te  savings. In any event, i t  would not seem advisable for 
a company which is  contemplat ing the mechanizat ion of i t s  u n i t  
report ing procedure to adopt complete mechanization at  one plunge. 

I t  goes without saying tha t  a ce r ta in  amount of adap tab i l i ty  i s  
los t  when a mechanical method of the type described is  introduced. 
The fact  that  the Unit S t a t i s t i c a l  Plan has remained subs tan t i a l ly  
unchanged overa long period of  years, and the fur ther  fact  that  i t  
i s  s t i l l  performing a very useful  funct ion for  both the insurance 
companies and the public,  gives promise tha t  i t  wi l l  not be abandoned 
or r a d i c a l l y  modified in the near future .  One change which has been 
discussed would involve the st~nmation of indenmity and medical for 
indiv idual  losses,  and to th i s  type of change a mechanical method 
would probably be more adaptable than the present hand methods. 

Mr. Barber does not ind ica te  the ex ten t  of  the net  saving in 
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personnel, but we can assume for the sake of argtwnent that it was 
not spectacular, since items not handledin one way must be handled 
in another, and key-punch operators, tabulators and s~pervisors are 
as difficult to obtain as experienced clerks. The principal value 
of the method lies not in any potential saving in expense, but in 
the increased efficiency of producing the unit reports themselves, 
and in the more immediate a v a i l a b i l i t y o f  c l a s s i f i c a t i o n  experience 
for review by a l l  departments of  the company. The Spciety, and the 
compensation insurance  i n d u s t r y  g e n e r a l l y ,  i s  indeb ted  to Mr. 
Barber for this exposition of this pioneering feat. 

N. M. VALERIUS 

This i s  a most c lear  and concise report  of a new method of  com- 
p l iance  with a s t a t i s t i c a l  requirement tha t  lays on every c a r r i e r  
of  workmen's compensation the burden of  preparing a "uni t  report  N 
or r i sk  h i s tory ,  giving exposures, premiums, and losses in the year 
i n e a c h s t a t e  as to each assured, to  be sent to  a c e n t r a l  s t a t i s t i c a l  
bureau for rate-making purposes 

At the outse t ,  the author notes tha t ,  in the f i f t e e n  years s ince 
the papers by Mr. C. M. Graham and Mr. Kormes on the sub jec t  of  
compensation exper ience  u n i t  r e p o r t i n g ,  the Compensation Uni t  
S t a t i s t i c a l  Plan has been a l t e red  on ly in  r e l a t i v e l y  minor respects  
and has become un iversa l  in  s t a t e s  us ing  the Basic Compensation 
Manual. Those papers recorded in the Proceedings the recent  in-  
s t i t u t i o n  of the Plan and reported procedures found e f f e c t i v e  in 
the f i r s t  years of operation. 

Mechanized un i t  report ing as developed and used by Mr. Barber ' s  
Company i s  the f i r s t  important development in the Unit Plan f i e l d  
since tha t  time. While i t  does not a l t e r  the Plan, as i t  i s  only a 
method of compiling the s t a t i s t i c s  required in the form required,  
except for sume permutation of  the items, i t  portends a completely 
mechanized Plan in time. 

Mr. Graham's paper s t i l l  describes e s s e n t i a l l y  the method of  
compliance by most companies, a d e s c r i p t i o n  d i s t i l l e d  down qu i te  
remarkably by Mr. Barber to  less  than two pages as to  h is  Company 
in  the s u b - s e c t i o n ,  "Uni t  Repor ts  by Hand". That  both of  the 
e a r l i e r  papers toge ther  with the d i scuss ions  they evoked in the 
Proceedings are included in the "Recommendations for Study"indicates  
that  the methods described are s t i l l  considered current .  

The mechanization of un i t  r epor t ing  has been made poss ib le  by 
developments in business machines, p a r t i c u l a r l y  two such, e igh ty  
column punch card equipment, and alphabet ic  punching and t abu la t ing  
equipment. Eighty column equipment was ava i l ab le  but not commonly 
i n s t a l l e d  when c a r r i e r s  began to prepare u n i t  repor t s  for r a t i n g  
organizat ions  and as a source of in t e rna l  s t a t i s t i c s .  Mr. Masterson 
had descr ibed the use of such equipment a t  the May 1930 meeting 
and made some quite  perspicacious remarks in respect to i t  and the 
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new-fledged Unit Plan, Proceedings, Vol. XVI, pp. 307-308. 
Alphabetic punching and tabula t ing  e~uipment was avai lable  about 

the same time but not taken up by insurance carr ier~ u n t i l  a good 
deal l a t e r .  

I t  would seem tha t  the evo lu t ion  of  the mechanized method of 
repor t ing inMr. Barber 's  C~npany arose in part  out of  the previous 
method of compiling the repor ts  and in par t  out of  the ingenui ty  
of some members of  the s t a f f ,  amengwhom he did not include himself .  
The previous method contr ibuted  in th i s  way tha t  the un i t  reports  
were being compiled from o r i g i n a l  sources and then in turn were 
becoming the source of the Company's own c l a s s i f i c a t i o n  experience, 
via  punch cards made from t h e i r  data,  and i t  was reasoned tha t  a 
more economical procedure would be to punch f i r s t  from o r ig ina l  
sources,then p a r a l l e l l y  derive uni t  and c l a s s i f i c a t i o n  experience. 

Our o f f i c e  has followed a somewhat d i f f e r e n t  procedure, which 
may in par t  explain the slower progress of evolution in i t s  case; 
p o s s i b l y  a lso  a l ess  ingenious  s t a f f  should be pos tu l a t ed .  Our 
o f f i c e  had a well-developed r i sk  h i s to ry  card system covering a l l  
compensation r i sks ,  when the Unit Plan came in to  being. One card 
ca l led  the r eg i s t r a t i on  card carr ied  the items which in the mechanized 
procedure go on the Name punch Cards, and the Payrol l  and Premium 
punch Card, Kind 6, and the other,  the incurred cost card, carr ied  
the i tems which in the mechaniza t ion  go on Loss and Valua t ion  
punch Cards, Kinds 7 and g. The r e g i s t r a t i o n  card received or ig ina l  
en t r i e s  as a hectograph impression at  the time the appl icat ion was 
received in the Home Off ice  and a l l  l a t e r  en t r i e s ,  as audi t s  and 
endorsements, were made by hand. ]he incurred cost card was typed 
up at  the time the f i r s t  claim not ice  arr ived to be l i s t ed  thereon 
and was augnmnted and kept up to date by typed and hand en t r i e s  as 
more claim not ices  or change-of- incurred  not ices  or closed claim 
not ices  were received from the claim department. 

These r i sk  h i s to ry  cards were used for reviewing individual  r isk  
experience for underwrit ing purposes and, as pol icy abs t rac t s  and 
claim h i s t o r i e s ,  served other  purposes as well. As a consequence, 
compliance with the Unit  Plan consis ted e s s e n t i a l l y  in t r an s -  
c r ib ing  th is  information to the required form, although of course 
there  had to be i n s t i t u t ed  procedures of  checking the completeness 
and accuracy of  the reports ,  and of  routing developments a f t e r  the 
f i r s t  r epor t  to  the a t t e n t i o n  of  the Uni t  Plan d i v i s i o n ,  and 
indiv idual  claim reports  where required had to be wr i t ten  up from 
the claim f i l e s .  The Unit Plan was the re fo re  ra ther  r e a d i l y  as- 
s imi l a t ed  into  our way of  doing things and we have perhaps given 
less  thought to other ways of  achieving the r e s u l t  t ha t  we might 
o t h e r ~ s e  have. 

There has been one change of some moment s ince the Unit Plan 
became a fac tor .  Our c l a s s i f i c a t i o n  experience was being derived 
independently of r i sk  h i s t o r i e s  and Unit Reports, more or less  as 
a by-product of accounting records. The near dupl icat ion of  e f f o r t  
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began to be evident as the unit Plan took in more territory and it 
was eventually concluded to expand the Unit Plan to all states for 
internal purposes and to punch the Home Office copies of the Unit 
Plan experience for the purpose of tabulating classification ex- 
perience. ]his resulted in a considerable saving for the tabulating 
department in both personnel and machine time, because the volume 
of separate items to be handled is much reduced by the processing 
of original sources in making up the Unit Reports. The above 
developments and perhaps the lack of other developments were in- 
fluenced in large degree by the situation that the statistical 
division did not happen at any time to be nearly as severely affected 
by the man-power shortage as our tabulating department. 

It will be remembered that in mechanized unit reporting there 
is some handwork left in preparing claim reports and the me- 
chanization does not extend to revised and secondand later reports. 
There is an implication on page 15 also that not every bureau has 
accepted the result. 

It is appreciated very much that Mr. Barber made the material 
of this paper available through the Proceedings andin such clarity 
of presentation. Any staff who might be considering such a system 
as this should be indeed grateful. 

On page 12 at about the middle, the expression "claim cards" 
seems to be a typographical error for "name cards". The note with 
Figure 3 on page 19, "These have been prepared", etc.,apparently 
pertains also to Figure 2 on page 18. 

If all papers fare as well in the new economical format of the 
Proceedings as this first one, the change may not prove any great 
hardship. 

MULTIPLE INJURY ACCIDENTS AND LOSSES IN EXCESS OF ANY 

SPECIFIED RETI~ITION: - PENNSYLVANIA WOBKMEN'S O~PENSATION 

GEORGE B. ELLIOTr 
Volume XXXIII, Page 40 

Written Discuss ion  
CHARLES W. CBOUSE 

Pure premium rates for excess insurance are almost always very 
difficult todetermine because losses of the classes coveredby such 
insurance have occurred so infrequently in the past that it almost 
impossible to obtain a body o£ statistics upon the basis of which 
one can make reliable estimates of the probabilities of their oc- 
currence in the future. Mr. Elliott, in the paper under discussion 
has presented a great body of statistical material relative to the 
occurrence of losses of one such class, to wit; the class of Pen- 
nsylvania Workmen's Compensation losses in excess of $10,000 im 
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consequence of a single accident; and thereby he has justly earned 
the gratitude of everyone who ever has occasion to determine a 
premium rate for an insurance covering losses of that class. I will 
not concede, as Mr. Elliott does in the introduction of his paper, 
that the making of such rates is at present academic, for a con- 
siderable number of such insurances are at present being written 
or renewed and the proper determination of the premium to be 
charged for them is a matter of considerably more than academic 
interest to the underwriters thereof and the employers thereby 
assurred. 

However, the value of the paper is not restricted to the problem 
of determining premium rates for excess insurances covering 
Pennsylvania Worlanen's Compensation losses over $i0,000. Anyone 
seeking statistical information - for whatever purpose - concerning 
the incidence of industrial accidents will find in the tables of 
the paper, an array of data on the incidence of ~cidents resulting 
in serious injuries or death of two or more workmen, the llke of 
which is not readily to be found in any other article of American 
publication. For that reason, the paper w£ii be read by persons of 
diverse callings; and therefore it is especially unfortunate that 
in the version which appears in the Proceedings, there are several 
irregularities in expression which are likely to confuse readers 
not thoroughly familiar with the computation o£ mathematical 
expectations of loss.* 

There is a tacit assumption underlying the method of loss 
valuation employed in the paper, to which attention should he 
directed. For each accident which occurred in an operation other 
than Coal Mining and which caused a given set of one or more 
injuries (e. g. one permanent total, or five deaths and three 
major permanents), the value of loss in excess of $10,000 in 
consequence thereof, was taken to be the mathematical expectation 
of $10,000 under the present Pennsylvania scaleofbenefits in con- 
sequence of any accident causing a set of injuries similar to the 
given set in respect to the types of injuries, but without respect 
to the ages of the disabled or to the number and the ages of the 
dependents in fatal cases. The value of such expectation was computed 
on the basis of certain distributions of the claims arising out of 

* The term " t h e  amount o f  t he  p r o b a b l e  e x c e s s  o v e r  $ 1 0 , 0 0 0 "  w h i c h  
a p p e a r s  a t  t h e  f o o t  o f  page  ~3  s h o u l d  he i n t e r p r e t e d  t o  mean:  The 
m a t h e m a t i c a l  e x p e c t a t i o n s  o f  l o s s  i n  e x c e s s  o f  $ 1 0 , 0 0 0 .  The w o r d s :  
°'~he value of these probabilities is as follows", which precede the 
equations appearing at the foot of page 44, should be interpreted 
to mean: On the premise that a three-death accident has occurred, 
the mthematical expectation of loss in excess of $10,000 in con- 
sequence thereof, ma 7 be computed as follows. A similar remark 
applies with respect to the interpretation of the words "and their 
value is" which appear about the set of eleven equations on page 46. 
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insu red  Pennsy lvan ia  o p e r a t i o n s ,  not  Coal Mining but  o therwise  
i r r e s p e c t i v e  of c l a s s i f i c a t i o n ,  in Policy. Years 1939 through 1942. 
Such values were then used in the de terminat ion  of  pure premiums. 

Now, the t a c i t  assumption i s  t ha t  in  any obse rva t i on  of  the 
form "X deaths ,  Y permanent t o t a l s  and Z major permanents were 
causedbyone accident  on a r i sk  of c lass  C and Size S", the numbers 
X,Y, and Z have more s t a t i s t i c a l  s i g n i f i c a n c e  in r e s p e c t  to  the  
c l a s s  C and the r i s k - s i z e  S than the numbers of  the dependents  
a c t u a l l y  invo lved  in the X f a t a l  cases ,  t h e i r  a c t u a l  ages and 
re l a t ionsh ip ,  and the ac tua l  ages of the Y permanent t o t a l s .  ]base 
l a t e r  da ta  are  t a c i t l y  presumed to  be so much subjec t  to  random 
f l u c t u a t i o n  wi th in  any c l a s s  o f  r i sks  t h a t  a more r e l i a b l e  pure 
premium f o r  t h a t  c l a s s  w i l l  be o b t a i n e d  i f  the  ma thema t i ca l  
e x p e c t a t i o n  o f  l o s s  on account  of  X dea ths ,  Y permanent t o t a l s  
and Z major  permanents ,  c a l cu l a t ed  over a l l  c l a s s e s  o f  r i s k s  
( excep t  Coal Mining),  i s  used as the va lue  o f  the lo s s  c o r r e -  
sponding to each observed event of  the XYZ type, in place of  values 
determined s e p a r a t e l y  for  each such event  by taking  in to  account 
the age and dependency s i t ua t i ons  ac tua l ly  found the re in .  

Now, I do not doubt t ha t  on p r a c t i c a l  grounds the use of  t h i s  
method of  loss  v a l u a t i o n  was j u s t i f i e d  in the study r epo r t ed  by 
the paper under discussion;  andI do not think tha t  the r e su l t s  are 
any the less  i n t e r e s t i n g  or valuable than they would have been had 
some other  method of  va lua t ion  been employed. Moreover, I am aware 
that  there  i s  a sentence in the s t a tu t e  law of  Pennsylvania* which 
in e f f e c t  p r o h i b i t s  the use of  the actual  number of  dependents in 
any p a r t i c u l a r  f a t a l  case in the va lua t ion  of  t ha t  case for  merit  
r a t i n g  purposes,  and I am aware tha t  t h i s  sentence may have been 
thought to  bear some i m p l i ca t i on  concerning the making o f  r a t e s  
fo r  excess  covers .  

But the fact remains that the method of valuation which was used, 
rests log~callyupon the assumption towhichl am inviting attention; 
and so far as I know, that assumption has not been statistica]ly 
justified. The data relative topennsylvania losses of Policy Years 
1939 through 1942 which are set forth in the paper, indicate that 
there is a significant difference between the frequency distribution 
of Coal Mining fatalities by type according to number and relation- 
ship of dependents, and the corresponding frequency distribution 
of fatalities arising out of operations other than Coal Mining; 
and that difference was recognized in the computation of pure 
premiums for Coal Mining risks. Similar significant differences 
may exist between classes of industries within the great class of 
all operations other than Coal Mining, e.g., between Manufacturing 
and Contracting. If such differences do exist, then it is hard to 
see how the aforesaid assumption could be statistically justified. 

* Last s e n t e n c e i n  f i r s t  paragraph of Sect ion 654 o f " T h e  I n s u r a n c e  
Company law of 1921" as amended by Act of July 31, 1941, P.L. 607. 
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In the Conclusion of  h i s  paper, Mr. E l l i o t t  s t a t e s  tha t  in h i s  
opinion " r a t e s  fo r  excess coverage on a pe r -acc iden t  basis ,  which 
are expressed as a percentage of  the manual ra te ,  are not  ca lcu la ted  
on a sound a c tua r i a l  bas is" .  Now, I am almost ce r t a in  that  he does 
not mean t h i s  qui te  l i t e r a l l y ,  for  the mode of  expressing a se t  of  
premium r a t e s  obv ious ly  has nothing to  do with the soundness or 
unsoundness of  the bas is  upon which they were ca lcu la ted .  I think 
he means tha t  r a t e s  for  such excess coverage o f  r i sks  wi thin  any 
p a r t i c u l a r  i n d u s t r i a l  category,  ca lcu la ted  on the t o t a l  experience 
o f  a l l  r i sks  of  t ha t  ca tegory without d i s t i n c t i o n  with respec t  to 
r i s k - s i z e ,  ought not  to  be r ega rded  as e n t i r e l y  r e a sonab l e  or 
c e r t a i n l y  adequate for  those r i sks  within tha t  ca tegory for  which 
such coverage wi l l  be purchased. With th i s  opinion, I agree -- for ,  
s ince  excess covers are bought almost exc l u s ive ly  by Large Risks 
and s ince  i t  i s  r easonable  to expect  t ha t  the re  are s i g n i f i c a n t  
d i f f e r e n c e s  in  r e s p e c t  to excess  Loss exper ience  between Large 
Risks and Small Risks in the same industry ,  such d i f f e r ences  ought 
to  be looked for and - i f  found - recognized in the making of  r a t e s  
fo r  excess covers. 

However, I do not think tha t  the exis tence  of  such s i g n i f i c a n t  
d i f f e r e n c e s  has been demonstrated in th i s  paper.  I t  i s  t rue ,  as 
Mr. E l l i o t t  points  out,  tha t  the pure premium for  excess losses  on 
Large Manufacturing Risks, se t  for th  in column (6) of  Table I,  i s  
three  times the pure premium for  excess losses on Small Manufacturing 
Risks. But the pure premium for  a l l  losses on Large Manufacturing 
Risks, whichis  shown in column (5), is  1.31 times the pure premittn 
for  a l l  losses  on Small Manufacturing Risks. Now, in  Pennsylvania 
Large Risks under f u l l  cover  in almost any i n d u s t r y  are  - as a 
c l a s s  - b e t t e r  than Small Risks  under  f u l l  cover  in the same 
indus t ry ,  j u s t  as they are in almost every other  j u r i s d i c t i o n .  In 
f a c t ,  the  we igh ted  mean o f  the  d e v i a t i o n s  from manual r a t e s  

• determined by the Pennsylvania p rospec t ive  experience r a t i ng  pro- 
cedure for Large Manufacturing Risks, i s  approximately -40%. Clear ly  
the most probable  exp l ana t ion  of  the fac t  tha t  the pure premium 
fo r  a l l  l o s ses  on Large Manufacturing Risks i s  g r e a t e r  than the 
corresponding pure premium for  Small Manufacturing Risks, i s  to  be 
found in the propos i t ion  tha t  a r e l a t i v e l y  large par t  of  the payro l l  
fo r  Large Risks was earned on very hazardous opera t ions ,  whereas 
a r e l a t i v e l y  small pa r t  of  the payro l l  for  Small Risks was earned 
on such operat ions.  But th i s  proposi t ion  may a lso  explain the fact  
t ha t  the pure premium fo r  exces s  l o s s e s  on Large Manufactur ing 
R i s k s  is  g r e a t e r  than the pure premium for excess losseson Small 
Manufacturing Risks. Similar  remarks with a few modif icat ions could 
be made concerning r i s k s i n  the categories  labeled aContracting and 
Quarrying" and "Other Indus t r ies .  " 

In order  to determine whether or not  there  is  any s i g n i f i c a n t  
d i f f e rence  in respect  to excess losses per $100 of  payrol l  between 
Large Risks and Small Risks in the same indus t ry ,  tha t  i s  to say, 
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any such difference whichis independent of the apparent correlat ion 
between risk-size and degree of inherent hazard, one would have first 
to classify the payrolls and losses by degree of hazard inherent 
in the physical operations on which they were incurred; then to 
compute the quotient of excess losses by payroll for each of at 
least two risk-sizes within each class by degree of hazard; and 
finally to apply to the resultant three dimensional point-set, the 
well established methods of multiple andpartial correlation analysis 

MAI~ KOI~4ES 

The problem of "excess" insurance ratemaking is one of great 
interest to me andI am, therefore, glad of the opportunity to offer 
several comments and remarks on the results of the Pennsylvania 
Study of Excess Costs which is the subject matter of Mr. Elliott's 

paper. 
As Mr. Elliott states in the introduction, the methods used 

represent a statistical approach to the problem. It seems, therefore, 
proper to analyze somewhat the methods themselves before discussing 
the results of the study. I have little quarrel with the method of 
payroll modification; although, if better statistics for various 
industries were available, the results might he quite different by 
classification or even industry groups. I have, however, con- 
siderable doubts on the validity of the use of average loss values 
as used in the 1945 rate revision and assumption that such average 
values reflect a proper adjustment of losses to a current level. 
For losses in the minor and temporary classifications this method 
may produce satisfactory results because the large number of such 
cases in each and every year increases the likelihood that the 
distribution by extent of injury and wages will not vary materially 
from year to year. This can hardly be assumed for the more serious 
type of cases, especially deaths and permanent totals. With the 
trend toward smaller families and giving due consideration to the 
degree of abnormality of the distribution during war years, the 
cases of deaths without dependents will present a considerable 
variation during a period of fifteen years and it is quite possible 
that there may be found quite a definite trend in the change of 
distribution of such cases by industries and classifications. The 
cost of permanent total cases depends not only on the wage dis- 
tribution but also on the age distribution of the working population. 
It is my opinion that some degree of refinement and possibly the 
evaluation of individual cases on basis of projected payrolls, 
together with adjustments for apparent trends, may constitute a 
better statistical approach and eliminate some of the objections 
to the use of average values. 

I also have grave doubts as respects the validity of the cal- 
culation of mathematical expectationof the excess cost as calculated 
in this study. The various probabilities are combined as if the 
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events  were-independent,  which i s  an assumption ye t  to be proved. 
There, again, i t  would appear less  ob jec t ionable  to determine the 
excess  cos t  on the bas is  of  each ac tua l  occurrance a f t e r  making 
such adjustment in  the data as may be reasonable and adequate. I n  
t h i s  r e s p e c t  the study made by the  New York Compensation Rating 
Board (1) was d e f i n i t e l y  more s a t i s f a c t o r y  and less  open to c r i t i c i sm .  
I t  might be proper  at t h i s  poin t  to c a l l  a t t e n t i o n  to the type-  
ographica l  e r r o r  as respec t s  the c a l c u l a t i o n  of  the mathematical 
e x p e c t a t i o n  of  the cost  of a th ree -dea th  accident  where the value 
of  the p r o b a b i l i t i e s  was l e f t  out.  

Let  us tu rn  now to the conclus ions  drawn by Mr. E ~ l i o t t  from 
the r e s u l t s  of the study. 

Assuming tha t  the d i f f e r e n c e s  which might have r e s u l t e d  from 
the app l i ca t ion  of more accurate  methods as suggested above would 
not  be very  mate r ia l ,  the paper br ings  out c l e a r l y  the fac t  t ha t  
c e r t a i n  types of i n d u s t r i e s  have a much more pronounced tendency 
to produce ca tas t roph ies  and the inc ident  excess cost .  In my opinion, 
the subdiv is ionby i n dus t r i a l  groups is  highly unsa t i s f ac to ry .  Thus, 
for  example, we have a wide va r i a t ion  of  hazards in the manufacturing 
(excluding explosives)  and theAl l  Other Industry Groups. The small 
manufac tu r ing  r i s k s  inc lude  a ve ry  l a rge  number of  small non- 
hazardous r i sks ,  such as c lo th ing  manufacturing; while the large  
r i s k s  i nc lude  the heavy manufac tu r ing  i n d u s t r i e s  with g r e a t e r  
hazards and, the re fo re ,  g rea te r  l ike l ihood  of  excess losses.  

The d i f f e r e n c e  in the r e s u l t s  for  small and large r i sks  should 
have been more or less  an t i c ipa ted  under th i s  method of  grouping. 
The grouping of c l a s s i f i c a t i o n s  by lnherent  hazard, as was done in 
the  New York s tudy,  would have produced an e n t i r e l y  d i f f e r e n t  
p i c t u r e ,  and one, which would be more c o n s i s t e n t  with the ex- 
pec ta t ion  of  the average underwriter .  

I agree  wi th  Mr. E l l i o t t  and Mr. Crane t h a t  the  r a t e s  for  
"excess" coverage should not be expressed as percentages of  average 
manual r a t e s  as I have a l ready  sa id  on a prev ious  occasion (2). 
I t  must be remembered tha t  a r i sk  whose premium would be $10,000 
or less  i s  ha rd lyagood  prospect for  se l f - insurance ,  and I am sure 
tha t  few excess underwriters  would care to  place excess coverage 
on a s e l f - l n s u r e r  of  such a small s ize .  Again, the group of  r i sks  
which are s e l f - i n s u r e d  may present  a d i f f e r e n t  "excess" cost  p ic tu re  
than the s o - c a l l e d  la rge  insured r i s k s ,  I must r e i t e r a t e  what I 
have said in my discussion of  Mr. C a h i l l ' s  paper (2) that  some type 
of  exper ience r a t i ng  wi l l  be necessary  i f  th i s  coverage should be 
made a t t r a c t i v e  and produce adequate r e s u l t s .  In actual  p r a c t i c e  
t h i s  i s  r e c o g n i z e d  by many " e x c e s s '  i n s u r e r s  in the form of a 

(1)  See Mr. C a h i l l ' s  paper P r o c e e d i n g  Vol .  XXVII, p. 77.  
(2 )  See w r i t t e n  d i s c u s s i o n  of  Mr. C a h i l l ' s  paper ,  P r o c e e d i n g  Vol .  

XXVII, p. 363. 
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"cont ingent"  p r o f i t - s h a r i n g  prov is ion  in t h e i r  c o n t r a c t s .  
Perhaps a more s c i e n t i f i c  approach l i e s  in the c o n s i d e r a t i o n s  

contained in Mr. C a r l e t o n ' s  paper dea l ing  with non-random accident  
d i s t r i b u t i o n  (3). 

In conclusion,  I would l ike  to  express  the hope t ha t  the var ious  
r e insurance  companies wi l l  f ind a way of  pool ing t h e i r  exper ience  
under such r i s k s  and p r e s e n t  the r e s u l t s  o f  t h e i r  s tudy fo r  the 
b e n e f i t  of  the members of  t h i s  Socie ty  and the insur ing  publ ic  in 
genera l .  

ROGER A. JOHNSON JR. 

Mr. E l l i o t t ' s  conc i se  paper  p r e s e n t s  a novel  approach to the 
subjec t  of  ratemaking for  excess coverage. 

The a u t h o r ' s  conclusion tha t  "the cost  in e~:cess of  $10,000 per  
acc ident  under cur ren t  Pennsylvania  b e n e f i t s  i s  so small as to be 
almost n e g l i g i b l e "  may be t rue ,  but i t  c e r t a i n l y  would not apply 
in New York, whose average values are roughly double those used by 
Mr. E l l i o t t  in h is  Pennsylvania  study.  An a n a l y s i s  o f  f i v e  years  
of  New York losses  made severa l  years  ago ind ica ted  tha t  about 7 ~  
of t o t a l  losses  are in excess of  $10,000 per  claim and about 8% in 
excess of  $10,000 per  accident .  Under cur rent  condi t ions  even higher 
percentages would p ro b ab ly  apply .  Fur thermore ,  t he r e  a re  o the r  
s t a t e s  wi thh igher  b en e f i t  l ev e l s  than Pennsylvania where the excess 
cost  may be s i g n i f i c a n t .  

Bates for  t h i s  type of  coverage are needed in New York in view 
of the f ac t  t ha t  the (~airman of  the Workmen's Compensation Board 
has promulgated new r u l e s  r e l a t i v e  to  the  p r i v i l e g e  of  s e l f - i n -  
surance and as a p a r t  o f  those  r u l e s  has r equ i r ed  t h a t  a l l  s e l f  
insure rs  make p rov i s ion  for  ca tas t rophe  lo s ses  e i t h e r  by depos i t ing  
a d d i t i o n a l  s e c u r i t y  or  by f i l i n g  p r o o f  o f  excess  coverage  on a 
s tandard form of po l i cy  with spec i f i ed  l i m i t s  wr i t t en  by a c a r r i e r  
l i censed  to  do an excess  or  r e insurance  bus iness  in the S t a t e  of  
New York. Since the Superintendent of  Insurance has ruled tha t  such 
coverage i s  in the nature  of  re insurance  and as such the r a t e s  are 
not  s u b j e c t  to  h i s  a p p r o v a l ,  the Compensation I n s u r a n c e  Ra t ing  
Boardhas publ ished "advisory" r a t e s  for  the guidance of  i t s  members 
in wr i t ing  t h i s  coverage.  

I t  i s  Mr. E l l i o t t ' s  opinion " tha t  r a t e s  fo r  excess  coverage on 
a p e r - a c c l d e n t  b a s i s ,  which are  expressed  as a pe rcen tage  o f  the 
manual r a t e ,  are not c a l cu l a t ed  on a sound a c t u a r i a l  bas i s ,  in view 
of  the we l l -de f ined  d i f f e r e n c e s  between ' l a r g e '  and ' s m a l l '  r i s k s . "  
Since,  in Pennsy lvan ia ,  manual r a t e s  a re  made exc lud ing  the ex- 
per ience  of  la rge  ($10,000 or over)  and minimum premium r i s k s ,  i t  
i s  l og i c a l  for  him to  ca r ry  t h i s  theory over  i n t o  a s tudy of  t h i s  
na ture .  

(3) Volume XXXII, p. 21. 
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I t  shouldbe emphasized that  the npercentageW method, as applied 
in New York, p rov ides  fo r  va ry ing  pe rcen tages  of  manual r a t e  
depending upon the c l a s s i f i c a t i o n .  Without going f u l l y  in to  the 
ratemaking method employed, which was f u l l y  covered inJ.M. C a h i l l ' s  
paper*, l e t  i t  su f f i ce  to say tha t  a l l  c l a s s i f i c a t i o n s  were assigned 
by a c t u a r i a l  and engineer ing judgment to three  hazard groups. A 
single r a t i o  of excess losses to serious losses was determined for 
each hazard group based on a study of  more than 2,300 cases. The 
c l a s s i f i c a t i o n  percentage recognized th is  r a t io ,  the c l a s s i f i c a t i o n  
r a t i o  of serious to t o t a l  losses, and a proper loading for expenses. 
Assuming t h a t  the  excess losses  (or excess  pure premium) vary 
widely by c l a s s i f i c a t i o n ,  i t  i s  more l i k e l y  tha t  the i nd i ca t ed  
va r i a t ions  between " large r and ~small N r i sks  are pr imar i ly  due to 
the types of  c l a s s i f i c a t i o n s  which predominate in those groups. 
This theory gains more credencewhen i t  i s  noted tha t  in some in .  
dus t ry  ~roups the large s ize  has a higher,  pure premiu~whi le  in 
others  i t  i s  lower, thus ind ica t ing  tha t  sxze of  r isk ,  in i t s e l f ,  
i s  not necessa r i ly  s i g n i f i c a n t .  While time does not permit actual 
t es t ing ,  I suggest that  i f  the ~percentage" rates  were extended by 
a set  of  c l a s s i f i c a t i o n  payrol ls  ( fo r  New York or any other s tate~ 
f u r t h e r  subdivided by s ize  of  r i sk ,  the average r a t e s  obtained 
would vary in much the same manner as the pure premiums developed 
by Mr. E l l i o t t ' s  s tudy.  I f  so, t h i s  would seem to r e f u t e  h i s  
argument that  such ra tes  are ac tua r i a l l y  unsound merely because of  
a demonstrable va r i a t i on  between premiums s izes  groups in a give 
indus t ry  group. Obviously, the method which was employed may be 
subject to c r i t i c i sm  of one type or anothar, but to be classed as 
~ac tuar ia l ly  unsound ~ seems unnecessari ly harsh. 

* P.C.A.S. Vol. XkWII 
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Bond Value Tables. John. Hage. Martinus Nijhoff, Tne Hague, 1946. 
Pp. XII, 243. 

These tables were originally published in Holland, and the ac- 
companying explanatory text is an English translation of the original 
Dutch text. The book contains 4 main tables: 

Table I Irredeemable Loans. 
Table II Loans Redeemable in one Sum. 
Table III Loans Reedemable by Equal Installments. 
Table IV Loans Redeemable by Annuities. 

In constructing these tables the following assumptions were made. 

1. The face amount of  the loan i s  100. 

2. The loanee pays i n t e r e s t  on the loan semiannually a t  
a nominal i n t e r e s t  r a t e  of  100j .percent .  For de- 
f i n i t e ne s s ,  t h i s  nominal annual i n t e r e s t  ra te ,  100j, 
wi l l  here be ca l l ed  the coupon i n t e r e s t  r a t e .  

3. In Table I I  the loanee repays the face amount of  the 
loan in one sum at  the end of the term of  the loan. 
In Tables I I I  and IV the loanee makes p a r t i a l  re-  
payments o f  p r inc ipa l  a t  the end of  each year during 
the l i f e  of  the loan. 

4. The i n t e r e s t  r a t e  on the loan obtained by the loaner  
i s  computed on an e f f e c t i v e  annual r a t e  bas is .  This 
e f f e c t i v e  annual i n t e r e s t  r a t e ,  100r percent ,  wi l l  
here be ca l l ed  the y i e l d  r a t e .  

The content  o f  each o f  the 4 t a b l e s  and the range covered in  
each case are as follows: 

7able I Irredeemable Loans. The argtlnents of  t h i s  t ab le  
are the coupon i n t e r e s t  r a tes ,  100j, and the y i e l d  ra tes ,  
100r. Each e n t r y i n  th i s  t ab le  represents  the present  value,  
computed at  an e f f e c t i v e  annual y i e ld  r a t e  of  100r percent ,  
of  a pe rpe tu i ty  o f  coupon i n t e r e s t  payments of  50j per 100 
face amount of  loan, payable semiannually ( t ha t  i s ,  a nominal 
annual coupon i n t e r e s t  r a te  of  100j percent ,  payable twice 
a year) .These e n t r i e s  are tabula ted  to two places  of  decimals. 
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The range and tabulation interval for the arguments of the 
tables are the following: 

Argument Range Tabulation In te rva l  

100j 2.5 - 7 0.5 
100r 2 - 8 0.125 

7able I I  Loans Redeemable in One ~rn. The arguments o f  
t h i s  table  are the term of  the loan in years ,  n: the coupon 
i n t e r e s t  ra te ,  100j; and the y i e l d  ra te ,  100r. Each entry  
in th i s  tab le  represen ts  the sum of  the following two present  
values,  computed at  an e f f e c t i v e  annual y ie ld  ra te  of 100r 
percent:  

1. The present  value of the redemption payment, 100, 
made at  the matur i ty  of  the loan. 

2. The present  value of  coupon i n t e r e s t  pay[n, ents  of 
50j each, made semiannually. 

These e n t r i e s  are tabula ted  to two places of  decimals. The 
range and tabula t ion  i n t e rva l  for  the arguments of  the tab le  
are as follows: 

Arguments Range Tabulation In te rva l  

n 1 - 8 0  1 
100j 3 - 7 0.5 
100r 2 - 8 0.125 

Table I I I  Loans Redeemable by Equal Installments. ]he 
arguments of th i s  table  are the number of  years in the l i f e  
of  the loan, n; the coupon i n t e r e s t  ra te ,  100j; and the 
y i e l d  rate ,  100r. Each ent ry  in th i s  table  represents  the 
sum of the following two present  values, computed at  an ef-  
f e c t i v e  annual y i e ld  ra te  o£ 100r percent .  

1. The present  value of  p a r t i a l  repayments of  p r inc ipa l ,  
each equal to 100/n and made at  the end of  each year 
during the term of  the loan. 

2. 1he present  value of  the coupon i n t e r e s t  payments made 
semiannually during the l i f e  of the loan. In any year 
each of  the two semiannual coupon i n t e r e s t  payments 
i s  equal to 50j percent  o f  the pr inc ipa l  of  the loan 
outstanding at  the beginning of  tha t  year.  
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These e n t r i e s  a re  t a b u l a t e d  to  two decimal  p l a c e s ,  and the  
arguments o f  the  t a b l e  have the  fo l lowing  range and t a b -  
u l a t i o n  i n t e r v a l :  

Argt~nent Range T a b u l a t i o n  I n t e r v a l  

n 1 - 80 1 
lOOj 3 - 7 0 .5  
lOOr 2 - 8 0.125 

7able IV Loans Redeemable by Annuities. The arguments  
o f  t h i s  t a b l e  a re  the  number o f  y e a r s  in  the  term o f  the  
loan,  n; the  coupon i n t e r e s t  r a t e ,  lOOj and the  y i e l d  r a t e ,  
lOOr. Each e n t r y  in t h i s  t a b l e  r e p r e s e n t s  the  sum o f  two 
p r e s e n t  va lue s ,  computed a t  an e f f e c t i v e  annual y i e l d  r a t e  
equal  to  100r p e r c e n t ,  o f  the  fo l lowing  two p o r t i o n s  o f  an 
annui ty :  

1. The p r e s e n t  va lue  o f  the  p o r t i o n  o f  the annu i t y  r e -  
l a t i n g  to  the  repayment  o f  p r i n c i p a l  o f  the  loan,  and 
payab le  a t  the  end o f  each y e a r  dur ing  the l i f e  o f  the  
loan. 

2. The p r e s e n t  va lue  o f  t he  p o r t i o n  o f  the  annu i ty  r e -  
l a t i n g  to  the  payment o f  coupon i n t e r e s t  on the  loan,  
and payab le  semiannua l ly  d u r i n g  the  t e r m o f  the  loan .  

The e n t r i e s  a re  t a b u l a t e d  to  two decimal  p l a c e s ,  and the  
r a n g e a n d  t a b u l a t i o n  i n t e r v a l s  o f t h e  arguments are  as fo l lows :  

Argannent Range T a b u l a t i o n  I n t e r v a l  

n 1 - 80 1 
100j 2 .5  - 7 0.5 
100r 2 - 8 0.125 

In a d d i t i o n  to  t h e s e  4 t a b l e s  the  book under  r e v i e w  c o n t a i n s  
s e c t i o n s  on Notes Re Application o] 7~bles and on Composition of 
the 7aSles and Fornmlae Applied. There a re  a l s o  3 a u x i l i a r y  t a b l e s  
which canbe  used in  s o l v i n g  the v a r i o u s  types  o f  problems r e l a t i n g  
t o  loans  which a r e  d i s c u s s e d  in  the  f i r s t  o f  the  above -men t ioned  
s e c t i o n s .  According to  the  au thor  one o f  the f e a t u r e s  o f  the  4 main 
t a b l e s  i s  the  f a c t  t h a t  a l l  p a r t i c u l a r s  r e l a t i n g  t o  a g iven  p e r i o d  
o f  a l o a n  a re  shown on one page ,  which g r e a t l y  f a c i l i t a t e s  t h e  
p r a c t i c a l  use  o f  the  t a b l e s .  Also ,  i t  has  been found p o s s i b l e  to  
i n s e r t  a u x i l i a r y  columns on each pa~e o f T a b l e s  I t o  I I I  which enab le  
the  r e a d e r  to  c a l c u l a t e  in a s imple  way such m a t t e r s  as coupon- t ax  
and redempt ion  o f  the loan  a t  a premium and to  pe r fo rm l i n e a r  in -  
t e r p o l a t i o n  on t h e s e  t a b l e s .  
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From the foregoing discussion i t  i s  evident  tha t  the term,bond, 
in the t i t l e  of  the book i s  used in a much broader  sense than i s  
customary in  the United S t a t e s .  In t h i s  count ry  the term, bond 
value tab le ,  would be applied only to Table I I .  The use o f  an e f -  
f e c t i v e  annual y i e l d  r a t e  in these  t ab l e s  r a t h e r  than a nominal 
annual y i e l d  ra te ,  conver t ib le  twice year ly ,  i s  also somewhat d i f -  
f e r e n t  p r a c t i c e  from tha t  followed in most of  the tables  published 
in  t h i s  country. 

While t h i s  se t  o f  t ab les  would serve as a handbook for  making 
rough computations with r e fe rence  to var ious  types of  loans, ye t  
i t  would seem to th i s  reviewer that  these t ab les  could not  well be 
used for  more accurate  r e s u l t s  owing to  the fac t  tha t  the e n t r i e s  
in a l l  cases are ca r r ied  only to  two decimal places,  and the y i e ld  
r a t e  i n t e r v a l  in a l l  cases i s  1/8 percent .  I t  i s  t rue,  of  course,  
t h a t  in  cases  where the more accura te  r e s u l t s  are des i r ed  these  
t ab l e s  could be used to provide good f i r s t  approximations. 

Otto C. Richter  

Compulsory Health Insurance. El izabe th  W. Wilson. Studies in  In-  
d u s t r i a l  and Co l l ec t i ve  Secur i ty ,  No. 3. Nat ional  Indus t r i a l  Con- 
ference  Board, Inc. N.Y.C., 1947. Pp. 138. 

]he pres iden t  o f  the National Indus t r i a l  Conference Board says, 
in h i s  foreword to Miss Wilson 'sBook:  

As in o ther  welfare  measures, much of  the cu r ren t  
argument on both sides is  emotional and h igh l igh ts  the 
needs or  d e s i r e s  o f  c e r t a i n  groups in  our s o c i e t y .  
QUestions of  cost ,  economic f e a s i b i l i t y  and qual i ty  of  
s e r v i c e  are  for  the most pa r t  unexplored in proposed 
l e g i s l a t i o n  or are given secondary treatment.Too of ten  
we embarkupon such problems in the b e l i e f  tha t  amodest 
i n i t i a l  provis ion cannot hurt  our economy or upset our 
t ime- t e s t ed  way of  doing things.  Only l a t e r  do we dis-  
cover tha t  the costs  have mushroomed; tha t  vested in- 
t e r e s t s  in  the expe r imen t ' s  cont inuance  have become 
i n f l u e n t i a l ,  ambitious or entrenched; tha t  what was at 
f i r s t  a modest demand has become g igan t ic ,  i n s i s t e n t ,  
economical ly dangerous, and p o l i t i c a l l y  i r r e s i s t i b l e .  

] 'his book "explores  in d e t a i l  the quest ions o f  cost  and p r a c t i c a l  
f e a s i b i l i t y  which should be answered before  an informed dec is ion  
on t h i s  f a r - r each in~  change can be made". Miss Wilson i s  f rank ly  
opposed to compulsory heal th  insurance and th i s  analys is  se ts  fo r th  
her reasons. 

The book summarizes very b r i e f l y  the a c t i v i t i e s  o f  s t a t e  and 
na t ional  governments r e l a t i n g  to  hea l th  insurance s tudies  and leg- 
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islation in the period from 1912 to 1944, and describes in more 
detail the Wagner-Murray-Dingell Bills of 1945. The main part of 
the book is a discussion of the W-M-D bills against Dr. Sinai's 
criteria: ~he system must be medically sound, economically sound, 
socially sound and administratively sound, n Within the limits of a 
small book Miss Wilson analyses the problems and objections as- 
sociated with a governmentally operated system of compulsory medical 
care avd cash sickness insurance. The book will be an essential 
source book on compulsory health insurance, both as a compendium 
of arguments and because of its complete documentation which 
provides an exhaustive bibliography. 

The strongest section is that which discusses, against the 
background of British and German experience, the administrative 
problems of malingering by patients and over-doctoringby physicians 
The analysis leads to the conclusion that the solution of these 
problems would result in lodging considerable discretionary power 
in the chief administrator, operating through an army of medical 
policemen; a situation which, in turn, would cause rigidity of 
medical treatment and ineffective use of the supply of physicians, 
at excessive cost and with no guaranty of successful results. 

The section on medical adequacy makes use of the argument that 
there are not enough hospital beds, not enough physicians, nurses 
and dentists, to implement a system of compulsory medical care at 
the same high level of medical practice which we enjoy today, and 
that it would be unwise to enact legislation guaranteeinghospital 
and medical care which could not be provided even if, in all other 
respects, the system worked satisfactorily. To that argument the 
social planners might reply that they would defer the full ap- 
plication of the ultimate services envisioned by the bill until 
they had planned into existence an adequately enlarged supply of 
hospital bedsand medical personnel. Miss Wilson,however, svvrnarizes 
the arguments for believing that bureaucratic methodsof recruiting, 
training and management would result in poorer medical care and a 
much lower caliberofmedical personnel than can be developed under 
voluntary non-goverumental organization of medical care. She argues 
that the problemofproviding medical care for the small proportion 
of the population who need assistance does not require that we 
regiment the rest of the population and the entire medical pro- 

fession. 
The section on economic feasibility is primarily concerned with 

the dollar cost of a compulsory health system. Several valuable 
pages discuss the size and incidence of the taxes which would be 
necessary to support such a system. The book does not point out, 
however, that the greatest cost of such a system would be measured 
not in terms of dollars but in terms of increased friction in the 
economic machine, in dampened progress, in generally lowered effi- 
ciency and in a lower standard of living, even for the poorest 
segmentof society, thanwe can attain if we refrain frem compulsory 
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methods. For the i s sue  o f  s o c i a l i z i n g  medical care i s  but a pa r t  
of  the general  i ssue  o f  soc i a l i za t i on  versus incent ive  competition, 
I t  i s  easy  to  make an emot iona l  case  f o r  s o c i a l i z a t i o n  as a 
" l i b e r a l "  measure. I t  i s  equally easy to make a s t rong logica l  case 
aga ins t  i t .  I t  i s  un fo r t una t e  tha t  p o l i t i c a l  d e c i s i o n s  commonly 
over-value emotion and under-value logic .  

In d i scuss ing  these  i ssues  we have somehow f a l l e n  i n to  the un- 
f o r t una t e  hab i t  o f  regarding s o c i a l i z a t i o n  as ~ l i be r a l "  and com- 
p e t i t i v e  e n t e r p r i s e  as " r eac t lona ry" .The  " l l b e r a l s  t speak e loquent ly  
o f  t h e i r  i d e a l s  but the b e l i e v e r s  in i n c e n t i v e  e n t e r p r i s e  have 
been r e l a t i v e l y  non-vocal and too f requent lyhave  seemed to apologize 
for  t h e i r  b e l i e f .  We need today a modern Adam Smith to  r e e s t a b h s h  
popular understanding that  the p r o f i t  motive, proper ly  pol iced,  i s  
a s t rong power for  soc i a l  good and as such should engender p r ide  
r a t h e r  than apology in i t s  b e l i e v e r s ;  and to  help d e l i n e a t e  the 
boundary between c o n s t r u c t i v e  p o l i c i n g  o f  the p r o f i t  motive and 
d e s t r u c t i v e  i n t e r f e r e n c e  therewi th ,  This  book does not  approach 
tha t  goal but i t  conta ins  arguments and sources which the modern 
Adam Smith would use in d i scuss ing  the com.pulsory hea l th  insu- 
rance phase of  the major issue.  

J a rv i s  Far ley 

How to Buy Insurance, Phi l ip  Gordls, W. W. Norton & Co., New York, 
1947. Pp. x v i i i ,  352 

]he purpose o f  t h i s  book, as s t a t ed  in i t s  Foreword, i s  " . . . t o  
guide the average person in buying all  the usual insurance he may 
r equ i r e  on h is  l i f e ,  h is  hea l th ,  h i s  r e t i r emen t ,  and the var ious  
types of  proper ty  he owns. The emphasis throughout i s  on the actual  
procedure to  fol low in order  to  enjoy the maximum p r o t e c t i o n  at  
the minimum c o s t . "  I t  i s  not  intended for  the profess iona l  insu- 
rance  buyer ,  as might be supposed from i t s  t i t l e ,  but fo r  the  
uninformed layman. Unfor tunate ly  perusal  by the average layman no 
doubt w i l l  lead him to  the erroneous b e l i e f  t ha t  he is  now well-  
informed a n d t h a t  he can ac t  as h is  own insurance  adv i se r .  The 
r e su l t s  o f  such po l i cy  may well be d isas t rous .  

The book i s  w r i t t e n  in "popular" s t y l e .  I t  cannot be reviewed 
according to the s tandards appl icable  to a t ex t ,  a research study 
or a p r o f e s s i o n a l  a r t i c l e ;  i t  measures up in no r e spec t  to such 
works. I t  r ep resen t s  no rea l  con t r ibu t ion  to  insurance l i t e r a t u r e  
but merely descr ibes  the coverages a f forded  by a va r i e t y  of insu- 
rance con t rac t s ,  attempts to find "bargains" in insurance coverage 
and to  s e t  f o r t h  r u l e s  to  fol low to "avoid  the p i t f a l l s  of  in-  
adequate or  improper insurance at  the same time as you keep your 
insurance ou t lay  down to the absolute minimum." Among such p i t f a l l s  
the  au thor  i n c l u d e s  the co insurance  c l ause  in f i r e  i n su rance ,  
r e f e r r i n g  to  i t  as "an agreement you may have entered in to  without 
knowing i t . '  
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The author divides  the book in to  7 sec t ions ,  "each o f  which may 
be read as a u n i t , "  but for  purposes o f  t h i s  review they can be 
consol ida ted  in to  two groups, one on p roper ty  and l i a b i l i t y  insu- 
-ance and the other  on personal  insurance.  

The p r i n c i p a l  advice o f  the  author w~th r e f e r e n c e  to  p rope r ty  
and l i a b i l i t y  insurance  i s  repea ted  in chapter  a f t e r  chapter .  I t  
b o i l s  down to p l a c i n g  i n s u r a n c e  in  a mutual ,  dividend - paying 
company on a 3-year term basis whenever poss ib le .  As for  the f i r s t  
p a r t  o f  t h i s  advice ,  s e r ious  c o n s i d e r a t i o h  i s  given only to  the 
quest ion of  comparative cost  of  insurance.  The quest ion o f  s a f e ty  
i s  met by recommending c e r t a i n  mutual companies and suggest ing tha t  
i n q u i r y  be made to  the  S t a t e  Insurance  Department  which "w i l l  
furnish without charge an appraisal  o f  any company tha t  opera tes  in 

' the s t a t e " a n d b y c h e c k i n g  in an acceptedinsurmace r a t i n g p u b l i c a t i o n .  
The quest ion of  company or agency se rv ice  i s  not considered at  a l l  
excep t  to  s t a t e  t h a t  most o f  the companies recommended by the  
au thor  "ope ra t e  agenc ies  or accept  bus iness  from a l l  r egu l a r ly  
l icensed  brokers .  Your own agent or broker can usua l ly  p lace  your 
insurance in one of  these companies without undue d i f f i c u l t y . "  In 
the op in ion  o f  t h i s  rev iewer ,  the  most impor tan t  problem of  the 
layman in  o b t a i n i n g  insurance  i s  to  choose a competent agent or  
broker  with a p ro fess iona l  a t t i t u d e ,  and t r u s t  to h is  judgment for  
advice as to  coverages and for  s e rv i ce  at  any time i t  may be re-  
quired,  e s p e c i a l l y  in case of  loss .  Furthermore, choice of  a par-  
t i c u l a r  c a r r i e r  i s  more important  than choice o f  type of  c a r r i e r .  

With the second pa r t  o f  the au tho r ' s  advice,  tha t  insurance be 
placed on a 3-year  term basis ,  l i t t l e  f a u l t  can be found. However, 
the  unsubs t an t i a t ed  s ta tement  i s  made tha t  " P o l i c i e s  may u sua l l y  
be purchased for  5 years  too, but the ex t r a  savings involved does 
not warrant t h i s  p rocedure . 'Noment ion  i s  made o f  the re ins ta tement  
requirement and the consequent unearned premium r i sk  in comparing 
annual  and term p o l i c y  c o s t s ;  t he  i n t e r e s t  f a c t o r  i s  mere ly  
mentioned in passing. 

The a u t h o r ' s  recommendations (pp. 13-14; see a l so  p. 110) as 
to  the procedure  to  fo l low in changing from annual non-div idend 
p o l i c i e s  to  3-year  term mutual p o l i c i e s  are c a r e l e s s l y  expressed 
and ambiguous. Is  i t  the au tho r ' s  in t en t  t ha t  the holder  of  a one- 
year ,  non-div idend p o l i c y  should have i t  " r e w r i t t e n  in  the same 
company for  a 3-year  period" or should he "wait u n t i l  the exp i ra t ion  
o f  the  p r e s e n t  p o l i c y  and have i t  renewed (sic) in  a mutual ,  
d ividend-paying company'? No doubt the l a t t e r  i s  what the author 
has in mind, but he does not  l i m i t  the former recommendation to  
dividend-paying p o l i c i e s .  The average layman would hardly discover  
t he  i n c o n s i s t e n c y  between the  former recommendat ion  and the  
au thor ' s  bas ic  recommendation to obtain dividend-paying insurance. 

Among the i l l u s t r a t i o n s  to  show the saving in cost  which can be 
accomplished by fo l lowing  the a u t h o r ' s  advice  i s  one i n v o l v i n g  
res idence  burg la ry  and t h e f t  insurance (pp. 22-23). I t  i s  assumed 
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that with an agent's or broker's advice a policy would be written 
on the most expensiveand inappropriate basis -- the "i00~ blanket s 
form. Comparison is then made with the cost of a "divided cover W 
form, including specifically described items, which properly fits 
the items included in the illustration. Naturally a savings is 
shown, but it is not pointed out that the "divided cover n form is 
the ~ormmost frequently used and that a competent agent or broker would 
hardly suggest wrlting the given r~sk on the I00 per cent blanket 
form; in fact, it is stated that "It is fair]y common to find in- 
surance on a household such as outlined above written without 
breaking the property down according to its type." 

Thebook does contain some good advice and suggestions. ]he author 
emphasizes the desirability of inventorying one's property, of 
carrying full or substantial insurance to value, of having dif- 
ferent policies concurrent, of insuring the liability hazard beyond 
the basic policy limits, of accepting a deductible clause in one's 
automobile collision insurance, and of various other accepted 
insurance procedures. But he argues against "rental value" and 
"additional living expense" covers (p. i00) and contends that the 
hazards other than windstorm in the extended coverage endorsement 
are relatively unimportantin the average insurance program(p. 98). 

The principal advice of the author with reference to life insu- 
rance is to buy nothing other than short term insurance policies 
renewable at least until age 65. He even advises dropping higher 
premium policies one may now be carrying and replacing them with 
term insurance. Here the reasoning of the author is most shallow 
but his writing is likely to be quite persuasive to the average 
layman. He has resurrected the old argwnents against life insu- 
rance for any purpose other than pure protection--arguments which 
Linton answered so ably i0 years ago in Life Insarance Speaks For 
Itself. One can hardly believe that Gordis is acquainted with 
Linton's work, yet one of the very few footnote referencesin his 
book is to this source (p. 172). 

On pages 128 to 130 a comparison is made between the cash value 
of a $i0,000, 20-year endowment insurance policy and the ac- 
cumulation of ~ per cent of a straight savings fund in which is 
deposited each year an amount equal to the premium, less dividend, 
payable under the insurance. The savings fund is shown to have 
accumulated $949 mere than the endowment insurance policy by the 
end of 20 years. No allowance is made by the author for the cost of 
protection under the policy. The conclusion is reached that 
"purely as a method of savings, the life insurance policy is de- 
finitely not recommended." Subsequently (p. 131) the author points 
out that "a life insurance company...must incur special expenses 
which the saving or investment organization is spared. The operating 
costs...must be paid out of the policyholders' premiums. But the 
more importantin the expense account of the life insurance company, 
of course, is the insurance factor which the savings institution 
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naturally avoids." Such reasoning "speaks for itself w -- but not 
well. 

In discussing life insurance as a means of saving and investment 
none ofitsadvantages are mentioned although the author recognizes 
some of them - for example, he advances them as reasons for not 
having insurance proceeds paid in a lump sum. Also he suggests, 
rather inconsistently, that one might leave dividends to accumulate 
with the insurance company. 

Not only is one who follows the author's advice in danger of 
placing his insurance improperly on a renewable term insurance 
basis, but he is also in danger of improperly estimating the amount 
of his insurance needs. On page 151 the author illustrates how one 
proceeds to determine the amount of insurance necessary to provide 
$150 a month for I0 years and $70 a month thereafter during the 
lifetime of one's wife, now age 45. A table, the basis of which is 
not disclosed and in which no differentiation is made hetweenmales 
and females, indicates that $2,640 will supply a nzmthly income of 
$i0 for life to a beneficiary age 45. Therefore $18,480 is re- 
quired to provide the lifetime income of $70 per month. At 2~per 
cent interest, $1,064 is required to provide an income of $i0 per 
month for i0 years certain. Therefore $8,512 is required to supply 
$80 per month for i0 years certain. The conclusion is reached that 
$26,992 will provide $150 per month for 10 years and $70 a month 
thereafter during the lifetime of the beneficiary. Unfortunately 
one who counts upon $150 a month to care for a wife and children 
during the first 10 years while the children may be dependent must 
be certain that the wife will live throughout those i0 years. If 
she dies before i0 years, the income for the remainder of the i0 
year period will be reduced to the inadequate level of $80 per 
month. The average layman wouldbewise to entrust his life insurance 
programming to more experienced, careful hands. 

Many other criticisms of this section might be made but this 
review already is longer than the book merits in the Proceedings. 

C. M. Kahler* 

Insurance Pr inc ip les  and Pract ices .  Robert Riegel  and Jerome S. 
Mi l l e r ,  P ren t i ce  Hal l ,  N.Y.C. 1947, Third Edi t ion .  Pp. xi ,  788. 

This book i s  a gem. I t  i s  w r i t t e n  in  a luc id ,  c r i sp ,  simple 
s t y l e .  I t  i s  r e f re sh ing  reading experience a f t e r  the fog of  com- 
p l ex i ty  and ponderousness one finds a l l  too f requent ly  in technical  
l i t e r a t u r e .  

In a formal sense t h i s  book i s  a revis ion of  two previous edi t ions .  
Actual ly,  i t  i s  a new book. Eighteen years  have elapsed since t he  
l a s t  revis ion.  The changes in the ever dynamic insurance i n s t i t u t i o n  

*Guest Reviewer 
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during th i s  period have been bombshell in character .  This l e f t  the 
a u t h o r s  wi th  a mere founda t i ona l  s h e l l  to  work on. They have 
wrought well. 

The book runs the f u l l  gamut of  p r iva te  and soc ia l  insurance. 
I t  t r i e s  v a l i a n t l y  to do a l l  t h i s  in 767 pages, a Brobdingnagian 
task .  To impart coherence in the p r e s e n t a t i o n  there  are 9 major 
subdiv is ions .  ]he f i r s t  Part  deals  with Insurance in General. I t  
covers the fundamental fac ts  of  insurance l i f e  such as: types of  
insurance ca r r i e r s ;  s t ruc tu re  of  the insurance business; uses of 
insurance.  Par t  I I  i s  a de sc r ip t i on  of  l i f e  insurance.  Par t  I I I  
b r ings  t oge the r  the insurances aga ins t  d i s a b i l i t y ;  acc ident  and 
hea l th ;  workanen's compensation; soc ia l  insurance.  Par ts  IV and V 
encompass the f i e l d  of  f i r e  insurance and r e l a t ed  r i sks .  Part  VI 
Insurance Against Transportation Risks ,  covers the marine area, 
ocean and inland. This expos i t ionof  the book's s t ruc tura l  skeleton 
gives a clue to the mammoth propor t ions  o f  the au thors '  task.  A 
t e x t  of  t h i s  type i s  probably the most d i f f i c u l t  to wr i te .  The 
authors  have to parcel  out the l ineage to each facet  of the insu- 
rance i n s t i t u t i o n  with a New England conscience. The waves of  mi- 
nut iae  in the business stand ready to engulf  t he i r  f r a i l  l i t e r a r y  
bark at  every  tu rn .  With remarkable  success  the au thor s  have 
c r ea t ed  a balance between depth and breadth  of  d i scuss ion .  Oc- 
c a s i o n a l l y  they s tep o f f  the deep end and lose t h e i r  balance. An 
i l l u s t r a t i o n  can be found on page 42. The authors, discussing un- 
employment compensatlon, s t a t e :  "Except when provis ions  are in- 
t roduced to give employers the b e n e f i t  of  reduced premiums for 
continuous employment there i s  a lack of  incent ive  to keep men on 
the payro l l .  " Experience r a t ing  in unemployment compensation has 
been maligned and praised through hundreds of pages of  mater ia l .  
I t s  b e n e f i t s  have been s e r i o u s l y  quest ioned.  Wlth a s t roke of  a 
s ingle  sentence t h i s  moot problem i s  se t t l ed .  

At the end o f  each chapter  are a summary in o u t l i n e  form, a 
b ib l iography and problems. The summaries are genuine ou t l ines  of  
the chapters.They are tes t imonia ls  to the f ine sense of organizations 
of  Dr. Beigel .mud his  associate.  They should be invaluable aids to 
teacher and student.  The bibl iographies  are good but the i r  presence 
in the tex t  i s  questionable. The splendid projec t  of  the insurance 
l i b r a r i a n s  in issuing periodic compilations of the l a t e s t  in insu- 
rance l i t e r a t u r e  has made the need for bibl iographies  in text  books 
academic. The bibl iography in the tex t  i s  a s t i l l  p ic ture  of  insu- 
rance wr i t ings .  The work of the l i b r a r i a n s  is  a moving photograph 
of  the l i t e r a t u r e  as i t  emerges in p r in t .  ]he problems are thought- 
provoking. They wil l  be especia l ly  he lpful  to teachers to whom insu- 
rance teaching i s  a s ide l ine  endeavour and who do not have the time 
or background to develop t h e i r  own problems. 

The book needs another teaching aid, a t e ache r ' s  manual which 
wi l l  develop information not suscept ib le  to inc!us_ion in the tex t  
but usefu l  to  the teacher for classroom discussion.An i l l u s t r a t i o n  
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can be found in the t rea tment  o f  mutual c a r r i e r s .  On page 31 re -  
ference i s  made to  " f a c t o r y  mutuals" but t h e i r  mode o f  opera t ion  
i s  not explained.  Space i s  not  ava i l ab le  in the tex t  fo r  such de- 
s c r ip t i on ,  but i t  could be placed in the t e ache r ' s  manual. 

A l i t t l e  over one-seventh of  the book covers the f i e l d  denoted 
as casual ty  insurance. The chapter  on accident  and heal th  insurance 
i s  one o f  the s tand-out  e f f o r t s  in the book. I t  i s  exhaust ive and 
well organized.  As evidence of  the authors '  s k i l l  in language ec- 
onomy, they cover the physica l  and f i nanc i a l  losses  occasioned by 
acc iden t  and d i sease ,  a d e f i n i t i o n  o f  the f i e l d ;  a comprehensive 
o u t l i n e  o f  the measurers u t i l i z e d  to meet the problem - from work- 
men's compensation for  the work i n j u r y  to  the Rhode Is land hea l th  
insurance law; a ca re fu l  ana lys is  of  the commercial con t rac t s  and 
t h e i r  p rovis ions ;  a good statement o f  the r a t i ng  system; a se t  of  
c r i t e r i a  f o r  the purchase  o f  acc iden t  and h e a l t h  insurance .  To 
ramble a b i t ,  i t  i s  i n t e r e s t i n g  to  no t e  t h a t  the  au tho r s  t ake  
s e r i o u s l y  the d i s t i n c t i o n  between acc iden t  and a c c i d e n t a l  means 
and go to  some length  to  prove i t - - h y p o t h e t i c a l l y .  A reading o f  
the cases on the sub jec t  r evea l s  much confusion and u n c e r t a i n t y .  
The p r e d i c t i v e  power of legal  precedent  i s  a dangerous support to 
r e l y  on in  th i s  quest ion.  One can think only of  the col loquy between 
Hamlet and Polonious.  

Poloni6us: 
Hamlet: 

What do you read, my Lord? 
Words, words, words. 

The chapter  on workmen's compensation is  exce l l en t  but, at l ea s t  
fo r  the novice, emphasizes rate-making too much. The other  casual ty  
chapters  are o f  high qual i ty .  

In the h i s to ry  o f  every new f i e l d  of  knowledge, f i r s t  attempts 
a t  w r i t i n g  are  d e s c r i p t i v e  in  na ture .  As the  f i e l d  matures,  the  
l i t e r a t u r e  becomes both d e s c r i p t i v e  and c o n s t r u c t i v e l y  c r i t i c a l .  
In the insurance f i e l d  most of  our l i t e r a t u r e ,  a t  l e a s t  in book 
form, has been d e s c r i p t i v e .  But the time i s  here when the exper t s  
who wr i tes  should not  only descr ibe  but eva lua te .  In t h i s  way the 
i n d u s t r y ' s  l i t e r a r y  c r a f t  can always a l e r t  i t  to the need for  im- 
provement and development. R iege l ' s  book takes a modest step in  the 
path of  evolu t ion .  

Th i s  book should become an insurance bes t  s e l l e r .  I t  deserves 
to  be read by a l l  who deal in insurance.  For the beginner in insu- 
rance or the neophyte in a p a r t i c u l a r  phase of  the business ,  the 
book can be a cha l l eng ing  t eacher  and guide. 

Laurence J.  Ackerman* 

*Guest Beviewer 
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Modern Pension Plans, Hugh O'Neill, Prentice-Hall, New York, 1947. 
Pp ix, 382. 

This book is comprehensive in scope; it discusses the vurposes 
and values of industrial pension plans and traces their development 
in this country. It describes, in elementary fashion, the tools 
needed to provide pensions and related benefits; these tools in- 
cluding annulties of different kinds, life insurance contracts with 
endowment or annuity provisions, group life insurance and pension 
trusts. It discusses fundamental provisions of retirement plans and 
the relative merits of different methods of funding and administering 
such plans, and ends with a survey of a group of 612 industrial 
pension plans in which a number of statistical tabulations are presented 
from the standpoint of particular characteristics. 

The author estimates that there are some 7500 funded industrial 
pension plans in this country of which about 4800 are "individual 
annuity policy plans", 2000 are group annuity plans and 700 are 
self-administered. He states that possibly 95 percent of these plans 
have been established within the last i0 years, a great majority 
within the last 5 years, and that the greater proportion of in- 
dividual annuity plans is found among employers with from i00 to 
200 employees. He s t a t e s  tha t  of  6 " ind lv idua l  annuity p o l l c l e s  w 
major use i s  made of  only the " re t i rement  income pol icy".  This i s  
mentlonedhere p a r t i c u l a r l y  because the retirement income policy i s  
u s u a l l y  c lassed  as a l i f e  insurance  r a t h e r  than as an annui ty  
pol icy  and i t  i s  a t t r a c t i v e  to the l i f e  insurance companies because 
of  the l i f e  insurance element. This i s  understandable when we bear 
in  mind, as the author  s t a t e s ,  t ha t  "only  a small m i n o r i t y  o f  
employees l ive ,  or remain in the employ of a p a r t i c u l a r  employer 
u n t i l  retirement age." Thus, while a ret irement plan may be la rge ly  
waste motion so far  as providing re t i rement  income i s  concerned, 
this objective serves as an incentive to substantial life insu- 
rance coverage when the retirement income policy is used, business 
which life insurance companies find profitable as is indicated by 
their encourag~nent of agents by means of commissions higher than 
on retirement annuity contracts, or by the companies' refusal to 
issue the latter. 

A critical review of this study would be as long as the book 
itself because of the wide variety of topics and the controversial 
nature of many of them. The first 17 pages make use of the headings: 
~/hose Pension Plan?, Advantages of Pension Plans (to employers), 
and ~ho Pays for Pensions? Discussion has been endless on these, 
and is not minimized in this book by the fact that the author labors 
the concept of pensions as deferred pay. 

It is unfortunate that the author does not emphasize that his 
discussion is limited almost entirely to industrial-pension plans, 
because many of his statements are true only when so limited and 
provision for retirement is far from insignificant in public 
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employment and employment for non-profi t  ins t i tu t ions .  In the in- 
dus t r i a l  f i e ld  i t  i s  t rue,  as the author s t a t e s  general ly ,  that  
pension blahs have seldom been requested by employees; but i t  i s  
equally true that  in the f i e l d  of public employment, outside the 
college f ield,  the employer has rarely taken the i n i t i a t i ve .  

The retirement contract, rather  than the retirement income policy 
is  by far the most common means of funding ret irement income for 
employees of non-profi t  i n s t i t u t i ons  but the descr ipt ion of th is  
contrac t  given by the author i s  fundamentally inaccurate ~ t h  
respec t  to the bulk of con t r ac t s  so used. This i s  of  some im- 
portance because the absence of cash and loan values in a large 
majority of the retirement annuity contracts usedin retirement plans 
of non-profit  ins t i tu t ions ,  coupled with the complete ownership of 
these contracts by the employees (a status practically unknown in 
industrial plans), presents a substantially different philosophy 
of pensions than that prevailing in the industrial field. One con- 
sequence is that employer contributions are not interpreted as 
income to the employee at the time the contributions are made, 
despite the absence of any pension trust. 

Another fundamental difference between the retirement annuity 
contracts used in industry and most of those now being issued to 
employees of private non-profit institutions and to employees of 
colleges and universities that arepublicly administered institutions, 
is that, while the former fix premiums and the benefits that these 
premiums will purchase for the whole period of the contracts, the 
latter permit increases in premiums and provide that upon 3 months 
notice the purchasing power of premiums thereafter paid may be 
modi lied. 

The author states, page 146, that the money purchase principle 
~is used rarely in individual annuity plans ~. Here again he is 
apparently thinking only of industrial pensions. The fact is that 
the money purchase method is used almost exclusively by non-profit 
institutions - and with individual retirement annuity contracts 
-and more than 500 such plans now exist. 

Aside from the factual information furnished, the value of this 
book lies largely in its elementary presentation of tools of re- 
tirement plans and the fact that the reader is exposed to most of 
the arguments, pro and con, regarding many of the most controversial 
issues that surround methods of providing retirement income and 
related benefits. Little originality is shown in stating.these ar- 
guments; the author usually avoids taking a strong posxtlon on any 
point and usually makes little effort to evaluate the relative 
merits of conflicting arguments. 

Some typographical errors have crept in, and what the reviewer 
considers errors of statement are too numerous to discuss here. 
Perhaps this is inevitable in a work of this sort but there is 
evidence that the book may have been somewhat hastily thrown to- 
gether. Nevertheless it will give the reader a generally accurate 
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impressions o f  deve lopments  in  i n d u s t r i a l  pens ions ,  something 
d i f f i c u l t  to get  from any other  s ingle volume. But the novice should 
read  much more wide ly  and d i s cus s  pens ion problems with o the r  
workers  in t h i s  f i e l d  more mature than h imsel f  b e f o r e  he f e e l s  
qua l i f i e d  to form opinions.  Wisdom i s  a t t a ined  only by the process 
o f  successive approximations. 

Rainard B. Bobbins 

Pr inc ip les  and Pract ice  o f  Accident Insurance. W. A. Dinsdale .  
Buckley Press  Limited,  London, England, 1946, 1947. Pa r t s  I,  I I .  
Pp. 117. Par t s  I and I I  s e p a r a t e l y  bound. 

This r a t h e r  cur ious  l i t t l e  book of  which the authors  says in 
the  p r e f a c e ,  "This book i s  to  some e x t e n t  a d e p a r t u r e  from the  
o r thodox  in t h a t  i t  i s  a t ex t -book  mainly in  no te  form", was 
p r imar i l y  intended for  the use of  s tudents  prepar ing  for  the ex- 
aminat ions of  the Char te red  Insurance I n s t i t u t e  in the f i e l d  o f  
ca sua l ty  insurance.  Contrary to  what might be the expec ta t ion  of  
the American student  i t  i s  not even mainly concernedwith personal  
hea l th  and accident  insurance, but with the whole f i e l d  o f  what in 
t h i s  country i s  ca l l ed  casual ty  insurance. In the sec t ion  on Scope 
o f  Accident  Insurance the  au thor  says ,  " Indeed,  the  a c c i d e n t  
department c a t e r s  for  a l l  types of  insurance for  which p rov i s ion  
i s  not made by the marine, f i r e  and l i f e  departments. " 

The unique charac te r  of  the book i s  that  i t  s t a r t s  out as a set  
of  very condensed notes  on the  several  topics  discussed.These are 
p r i n t ed  on the r igh t -hand  pages which are numbered consecut ive ly .  
There are  a few e x p l a n a t o r y  foo t no t e s  on these  pages,  c i t e d  by 
l e t t e r  re ference .  The l e f t -hand  pages are numbered the same as the 
r ight -hand with the l e t t e r  "A n following. On these pages are more 
e labora te  notes on the tex t  o f  the righ-hand pages and c i t a t i o n  o f  
a u t h o r i t i e s .  The reader  i s  r e f e r r ed  to these by number re fe rences  
in the tex t .  These pages are headed "addi t ional  notes  w a n d t h e r e i s  
cons iderable  blank space in them which the author expla ins  i s  fo r  
the  s t u d e n t s '  own n o t e s .  The c i t a t i o n s  to  both  f o o t n o t e s  and 
"addi t iona l  notes" are p r in t ed  in l ine  in the t ex t ,  not superscr ip t  
as i s  the usual custom and, u n t i l  the reader becomes accustomed to 
t h i s  p r ac t i ce ,  i t  i s  a b i t  confusing. 

There are 3 chapters  in Par t  I of  the book deal ing with Princip les: 
I. Introduction, which discusses the scope of  accident  insurance, 
the  h i s t o r y  o f  i t s  development,  the c l a s s i f i c a t i o n  o f  i n s u r e r s  
( c a r r i e r s ) ,  legal  aspects ,  compulsory insurance, moral and physical  
hazards, the form of  the cont rac ts ,  e t c . ;  I I .  7he Law of  Contract: 
I t s  Application to Insurance Contracts; and I I I .  Special Principles  
Governing Insurance Contracts: 7heir Application to Accident Insu- 
rance. In t h i s  chap te r  are d i scussed  the important  concepts  of  
good fa i th ,  insurable  i n t e r e s t ,  indenmity, subrogation, con t r ibu t ion ,  
method o f  apportionment and proximate cause. 
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Par t  I I  i s  e n t i t l e d  Basic Practice. I t  cons i s t s  of  8 chapters  
(IV-XI inc lus ive)  t i t l e d  r e spec t ive ly  Proposal Forms, Cover Notes 
and Premiums, Policy Forms, Endorsements, Renewal Procedure, Claims, 
Other ~eatures of Practice, Statutory Regulation of Accident Insu- 
rance. 

I t  appears to be more common in England to base the pol icy  on a 
proposal (or appl icat ion)  than in th i s  country and less  uniformity 
in pol icy and proposal forms. 

]hroughout the book one i s  s t ruck by the d i f f e r e n c e  in termi- 
nology from tha t  to which we are accustomed, though the d i f fe rence  
i s  not confusing. Cover notes are re fe r red  to in t h i s  country as 
binders. I t  appears t h a t  p o l i c i e s  are u s u a l l y  i s sued  from head 
o f f i c e s  and not  by agents ,  and agents  are l e s s  o f t en  than here 
authorized to bind. ]he smaller area with opportunity more promptly 
to con tac t  the  head o f f i c e  may account for  t h i s  d i f f e r e n c e  in 
p r a c t i c e .  

]he value of th i s  book to members of  th is  socie ty  wi l l ,  we think,  
be in the concise presenta t ion  of  the main points  of English prac t ice  
in casua l ty  insurance with which ours may be compared. ~here i s  
n a t u r a l l y  much in common but notably  there are considerable  d i f -  

ferences.  A.H.  Mowbray 

}forkmen's Compensation Insurance. Frank Lung . Richard D. Irwin, 
Inc . ,  Chicago, 1947, Pp. 139. 

]he extent  of  acce lera ted  i n t e r e s t  in the use of s t a t i s t i c s  as 
the means of  knowing where an underwri ter  is  t r ead ing  or what an 
industry i s  doing, by way of experience, i s  very well r e f l ec t ed  in 
t h i s  book by Mr. Frank Lung of  the Division of  Besearch of  the As- 
socia t ion of  Casualty and Surety Executives. ]he book i s  undoubtedly 
the r e s u l t  of  extensive  work and has the earmarks of  having cost  
i t s  sponsors a good deal of money. 

Worded l a rge ly  in lay  language, the t ex t  i s  b u i l t  around the 
experience of  s t a t e  funds and pr iva te  insurance companies, giving 
in de ta i l  for a number of years numerous break-downs on the various 
phases of  compensation underwrit ing experience. ]he book i s  wri t ten 
in  language t h a t  anybody f a m i l i a r  wi th  insurance  m a t t e r s  can 
unde r s t and .  

The book is  arranged in 4 par t s ,  an appendix and an index. To 
the professionalmma Par t  I, and Chapter 1, wil l  bemore than reading 
matter.  I t  deals with the growth of  workmen's compensation insurance 
and the progress i t  has made. Part  I I ,  Chapter 2, deals  with the 
payment of  benef i t s  inc luding  the subject  of dishonest  claims and 
t ime-lag in paying claims. 

Chapter 3 concerns "medical and r e h a b i l i t a t i o n  s e rv i ce s ,  and 
Chapter 4 discusses  i n d u s t r i a l  accident  prevention with emphasis 
on the e f f o r t s  o f  s a f e t y  bureaus and o t h e r  o r g a n i z a t i o n s  and 
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accident prevention work in monopolistic funds. 
In Chapter 5 an analysis is given of the cost of workmen's com- 

pensation insurance, rate-making procedures and rate-making 
principles. 

The Appendix contains a number of tables including exhibits of 
experience of various industries in various states, average annual 
wages, and employment by industry and state. 

The book is recommended as reading matter for candidates for 
membership in the Society. 

H. Economidy 

PUBLICATIONS RECEIVED 

Innkeepers' L iab i l i t i e s  to the Pablic (With Appendix on Comaon 
Carriers'  L i a b i l i t i e s ) .  W. A. Dinsdale, 2nd Edit. Buckley Press 
Ltd., London 1947. 



STAT ISTICAL NOTES 

ACCIDENT RATES WITH CONFIDENCE LIMITS 

BY 

ELI A. GROSSMAN 

95 

The pure premium formula for an individual risk is generally based on an 
averase annual accident rate determined by 

(1) ~= ~1 + "~+"" "k 
k 

~=average annual accident rate 
~number of accidents in the ith year for the risk 
k=number of years of experience 
This gives the simplest and most plausible estimate for the actual rate. How- 
ever, it is obvious that the actual accident rate may be greater or less then 
this. In fact, in the limit, it is equally likely to be on either side. What 
is wanted in practice is a safe estimate that is the smallest upper bound for 
which we can be reasonably confident that the actual rate will be less than this 
bound. 

This paper proposes a method for finding this bound, such that when given a 
certain confidence level, say, 95% then the method will give a bound which is 
greater then the actual rate 95% of the time. Of course, 1OO% certainty cannot 
be obtained, but the method can be applied to any other confidence level. In 
the following discussion, 95% has bean used, since it seems to be a reasonable 
level for practical use. 

The method is based upon the confidence levels of the Poisson Exponential Distri- 
bution*. Because the Poisson Distribution, as used here, gives the probability 
of a certain number of accidents and not the probability of a certain loss, the 
number of accidents observed and the actual accident rate will be treated. It 
may be that sometimes it is desirable to find loss rates. Given the losses, by 
assuming an average loss per accident, the number of accidents may be obtained. 
After determining the bound for the accident rate, it can be translated back to 
losses. For a more exact and theoretical answer, the Poisson Exponential could 
be modified to account for this if the distribution of the losses are knownH. 
However, in this paper, the details of such a refinement are not discussed. 

To illustrate the procedure, consider the case when only one year of experience 
is given. Let a be the actual unknown accident rate and n the number of acci- 
dents observed in one year. It is known that given a, the probability of n 
accidents denoted by p is 

e -(X cx n 

(~) P= n! 

The problem in question is the converse: given the value of n, what can be said 
about a? It will be shown that 95% of the time a is not greater than A where A 
is defined by the equation 

*The application of confidence limits to the Poisson Exponential was first done 
by W. E. Ricker in a paper "Fiducial Limits of the Poisson Frequency Distribution 
Journal of the American Statistical Association, June, 1937. 

**See "Notes on Mathematical Statistics" by F. E. Satterthwaite Proceedings, Vol. 
XXlX. 
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(3) ~ . f -A Aj 

i=o J; 
= .0 5 

STATISTICAL NOTES 

Table #I gives values of A corresponding to values of n from 0 to 83 

Now the application of the method simply consists of taking the number of acci- 
dents per risk during the year denoted by n, and entering table #i for the value 
of A to be used. 

Example i. Suppose one years experience shows that 6 accidents occurred. What 
rate is to be used for 95% confidence? Referring to table #i for n=6, it is 
found that A=II.8, so that if it is stated that the actual accident rate is 
hot greater than 11.8, that will be correct 95% of the time. 

In the case of k years experience, the equation corresponding to (3) is 

By means of this formula, the same table as before may be used, by entering with 
k~ which gives kA, and since k is known, A may be found. 

Example 2. Given the data below, for a five year period, what averafe yearly 
sccident rate should be used for 95~,~ confidence? 

Year No. of Accidents 
1941 6 
1942 i0 
1943 8 
1944 4 
1945 12 
Total 40 

Here k~ = 40 and from table #i, this gives kA--- 52.1. Since k=5, then A=I0.4 

For values of n greater than 83, the relation between A and n is very closely 
given by 

(5) A= n+ 1.353+ 1.645v/.676+ n 

Example 3. Given a total of 900 accidents for a risk for a period of 5 years, 
what yearly value should be used to have 95% confidence? This number is beyond 
the end of the table, and so asymptotic equation (5) is used, where kN is sub- 
stituted for n and kA' for A. This gives 

kA'= 900 + i. 353 + I. 645v t .676 n ~ 900 or 
A'=I90 
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Appendix 

In the mathematical theory below, the foilowing assumptions are made, 
i. The actual accident rate or hazard remains constant daring the period of 

investigation. 
2. The distribution of accidents ma~ be represented by the Poisson Distribution. 

First the statement will be proved for one year's experience. It is ~own that 
given a, the probability of n accidents, p, is given by 

P =  nt 

For each value of a, the value of n, N say, is fo~ sueh that 

A g r a p h  o f  N v e r s u ~  a w o u l d  l o o k  i i E e  t h i s  

.'4'- 

0 

Z 

IC 
n" 

J 7 

/ 
g S  ~.  

a C~XiS 

By ou r  c o n s t r u c t i o n ,  f o r  each va lue  o f  a,  the p r o b a b i l i t y  o f  a va lue  o f  N ~ d e ~ -  
n e a t h  t h e  c u r v e  i s  52  w h i l e  t h e  p r o b a b i l i t y  o f  a v a l u e  o f  H a b o v e  o r  o n  t h e  c u r v e  
i s  95%. Now g i v e n  N we move o v e r  f r o m  t h e  l e f t  u n t i l  we r e a c h  t h e  c ~ r v e .  The  
v a l u e  o f  a w i l l  b e  c a l l e d  A. Now i t  i s  c l e a r  t h a t  i f  t h e  a c t u a l  v a l u e  o f  a w e r e  
say a' greater than A, the probability of getting any valae of N less than n '  is 
only 5%. Since the observed value of N is less than n', it may be said 95% of the 
time the actual value of a is less than A. 

Now consider the case of k years experience. The probability, F, of a certain se' 
of values say nl n2~.., n k is given by 
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e= ~,, , ~ ,  ... z ~  o, 

c-k~c~nl -I. n2 -t- .-. n k 

(k~X ~ ~. . ,  %1 

Now P must be suaaed for all possible ways that ~ could occur, but Imposfng the 
c o n d i t i o n  t h a t  

n14- n2+-., n k = k8 

where nl, n2, . . ,  n k vary wAth integral positive values 
and kw is fixed. Denoting that sum by ~ P so that 

ZP=-~7 (k~F kM 
(k~)F n,l n21.., nkl 

The terms ef the form 

(k.): 

are the coef£1cients of 
in the expansion of * 

(x~- y+~.. w) ka 

xely .~.. wr~ 

~See Higher Algebra by Hall and Knight Chap. XV. 
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letting 

x=y= ... w----t 
we find that 

k~ 

7- %! ~: %t 
and i% follows that 

-k~ ~.)k,~ 
Z P= ' (k~)! 

which shows that the expression for E years is %he same form as for one year, 
ant that exactly the same argument m~J be appii~,~ as before. 

Table #i was constructed from "foi~son's Exponential" by ~. L. Moiina. In 
this book integral values of 

. !  
n 

are given for values of a from zero to i00. In order to satisf$ equagion (3) 
values of a were determined by linear interpolation to the nearest tenth for 

integral values of n for which 

~- 1"*' An--.gS 
,+, "| 

As a increases, the Poisson distribution approaches the. normal curve. ~y ma~Ing 
use of the normal curve, we can express the asymptotic relation of A and n in 
t~rms of normal c~v~ constants. 

A =n • i .6&&~/~-- or 

(6) A= n+i.3~3+ 1.645/ 676+ n 

This type of relationsnlp is also cited in the paper by Kicker. The figures in 
the schedule below compare A when nctw~liy computed and when found by asymptotic 

foz~ula  (6) 

Actual Computa%~ion By Asymptotic Formula 
__A 

1 ~.7 4.5 
25 5h.9 3~.6 
6 h  7~ • ~ 7 8 . 5  
81 97 • 5 97 • 2 

lO0 lle.1 117.8 
150 171 • 7 171 • 
175 196.~ 198.~ 
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To com~ute a table similar to table #i, but with different confidence limits, 
one could use these procedures. By means of the values in Molima's book, in- 
terpolate for the desired confidence as done above for BS~. The asymptotic 
formula 

may be used. Here m is the ratio of the deviation from the mean to the desired 
point, over the standard deviation for a normal carve. For graphica~ readings, 
there are pablished charts of ~robability curves showing Poisson's exponential 
summation by ThorndiKe in Bell System Technical Journal, Oct. i926. 

Thanks are due ~r. Warren Page fcr carryin~ out numerical com#utatlons. 
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Table #i 

For 95% Confidence Limits 

n A n A n A 

0 3.0 30 40.7 60 74.4 
1 4.7 31 41.9 61 75.5 
2 6.3 32 43.0 62 76.6 
3 7.8 33 44.1 63 77.7 
4 9.2 34 45.3 64 78.8 

5 10.5 35 46.4 65 79.9 
6 ii. 8 36 47.6 66 81.0 
7 13.2 37 48.7 67 82.1 
8 14.4 38 49.8 68 83.2 
9 15.7 39 50.9 69 84.3 

i0 17.0 40 52.1 70 85.4 
ii 18.2 41 53.2 71 86.5 
12 19.5 42 54.3 72 87.6 
13 20.7 43 55.5 73 88.7 
14 21.9 44 56.6 74 89.8 

15 23.1 45 57.7 75 90.9 
16 24.3 46 58.8 76 92.0 
17 25.5 47 59.9 77 93.1 
18 26.7 48 61.1 78 94.2 
19 27.9 49 62.2 79 95.3 

20 29 • 1 50 63 • 3 80 96.4 
21 30.3 51 64.4 81 97.5 
22 31.5 52 65.5 82 98.6 
23 32.6 53 66.7 83 99.6 
24 33.8 54 67.8 

25 34.9 55 68.9 
26 36.1 56 70.0 
27 37.3 57 71.1 
28 38.4 58 72.2 
29 39.6 59 73.3 

For values of n greater than 83 use the relation 

A=n+1.353+1.645, / .676+n 

In all the above, n represents the number of accidents that are experienced, 
and A is the number of accidents to be used for 95% confidence. 



102 OBITUABY 

OBITUARY 

RAYMOND VAN ARSDALE CARPENTER 

1875 - 1947 

Raymond Van Arsdale Carpenter, a C~arter Member of the Casualty 
Actuarial  Society, died suddenly at his home in New York City on 
March 11, 1947 in his seventy-second year. 

He was born on May 7, 1875 in Jersey  City, New Jersey.  After 
graduating from Plainf ie ld ,  N.J.,  High School he attended Rutgers 
Universi ty and received the degree of B. Sc. in 1897 and was la te r  
honored by Rutgers with the degree of M.Sc. He was a member of the 
Phi Beta Kappa Society and the Delta Upsilon fraternity. 

Mr. Carpenter entered the service of the MetropolitanLife 
Insurance Company in 1898 as a clerk in the Actuarial Division. lie 
became a Fellow of the Actuarial Society of America in 1905. He 
was promoted to official rank as Assistant Actuary of the Metro- 
politan in 1909 and in 1922 was made an Actuary of the Company in 
charge of Industrial Actuarial work. He was appointed Senior 
Actuary in 1939 and retired from active service at the end of 1939. 

As an internationally recognized expert on Industrial Insurance, 
he was the author of the article on that subject in the Encyclope- 
dia Britannica. At various times he was called upon to lecture 
before the Insurance Society of New York and before students pre- 
paring for the Fellowship examinations of the Actuarial Society of 
America. In addition to the authorship of various articles relat- 
ing to Industrial Insurance, he was co-author with the late Haley 
Fiske of An Epoch in Life Insurance, published in 1924, which de- 
ta i led  the his tory to that time of the Metropolitan Life Insurance 
Company. 

Mr. Carpenter never considered a question super f ic ia l ly  and his 
judgment was held in high regard. Of a quite and unassuming nature, 
his s te r l ing  qual i t ies  were best appreciated by those who knew him 
closest .  His memory wil lbe held dear by his friends and associates. 
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OBITUARY 

ELMER H. DEARTH 

18S9- 1947 

Elmer H. Dearth, charter member of the Society, died on March 
26, 1947 in Des Moines, Iowa, at the age of eighty-seven years. 

Mr. Dearth was born June 6, 1859 in Sangerville, Maine. Begin- 
ning his career in Maine as a newspaper man, in 1883 he came to 
Minnesota, where he published two newspapers until 1891. He first 
became interested in insurance in 1889, when he was appointed 
deputy insurance commissioner of Minnesota. He served three terms 
as insurance commissioner from 1897 to 1905, then resigned to es- 
tablish his own insurance firm in St. Paul, Minnesota. 

In 1912 he moved to Detroit to become the secretary and general 
manager of the newly-organized Michigan Workmen's Compensation 
Mutual Insurance Company, now known as the Michigan Mutual Liability 
Company. In 1914 he became the secretary and actuary of the compa- 
ny. In 1915 he resigned to become the president of the Manufac- 
turers and Traders Casualty Company, which name was changed in 
1917 to General Casualty and Surety Company of Detroit. When that 
company was reinsured in 1931, Mr. Dearth remained in Detroit as 
an insurance counsellor for various manufacturing concerns. In 
1934 he retired to his home in St. Paul. 

By reason of his great age, Mr. Dearth had not attended any 
meetings in recent years. Only the older members will recall his 
friendly manner and helpful counsel arising out of an unnusually 
broad experience as an insurance commissioner and as an insurance 
execut ive. 
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OBITUARY 

DAVID RALPH McCLUBG 

1895 - 1947 

David Ralph McClurg was born on October 3, 1895 at  Sheakley-  
v i l l e ,  Pennsylvania.  Following graduation from Westminster College 
in 1917, he served in  the f i r s t  World War. He became an insurance 
examiner for  two years with the Nebraska Sta te  Insurance Department 
and resigned to  take the a c t u a r i a l  sc ience courses at the Univer- 
s i t y  of Michigan. He was a s soc i a t ed  for  one year with William B. 
Young, Omaha c o n s u l t i n g  ac tua ry .  In 1923 he was a co- founder  of  
the National  Equity L i fe  Insurance Company of  L i t t l e  Rock, Arkan- 
sas. He served th i s  company as s e c r e t a r y - t r e a s u r e r  and actuary un- 
t i l  his  death on April  27, 1947 at L i t t l e  Rock, Arkansas. 

Mr. McClurg took a l l  the examinations of  the Soc ie ty ,  becoming 
as Associate in 1922 and a Fellow in 1923. He was also a Fellow of  
the Actuar ia l  Soc ie ty  of  America and of  the American I n s t i t u t e  of 
Actuar ies .  
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ABSTRACT FROM THE MINUTES OF THE MEETING 

MAY 23, 1947 

The semi-annual meeting of the Casualty Actuarial Society was 
held at the Carmel Country Club, Carmel, New York, on Friday, May 
23, 1947. 

In the absence of President Haugh, Vice President Cahill called 
the meeting to order at 10:30 A. M., the ro l l  was cal led,  showing 
the following th i r ty - s ix  Fellows and eleven Associates present: 

FELLOWS 

Ault Elliott Oberhaus 
Barber Fondiller Perryman 
Berkeley Ginsburgh Pruitt 
Blanchard Goddard Ross 
Brown, F.S., Graham, C.M., Smick 
Burling Johnson Smith, S.E., 
Cahi11 Kormes Valerius 
Carleton Linder Van Tuyl 
Carlson Masterson Williams 
Cogswell Matthews Williamson 
Crouse Maycrink Wittick 
Edwards Mills 

ASSOCIATES 

Bailey Grossman Rowell 
Black, N.C., Montgomery, J.C., Uhthoff 
Furnivall Myers Warren, C.S., 
Gildea Rodermund Wieder 

By i n v i t a t i o n ,  a number of o f f i c i a l s  of Casualty insurance 
Companies and other organizations were present. 

The minutes of the meeting held November 22, 1946 were approved 
as printed in the Proceedings. 

The Secretary-Treasurer (Richard Fondiller) read the report of 
the Council and upon motion i t  was adopted by the Society. 

The Educational Committee (~nas O. Carlson, Chairman) submit- 
ted the Eighth Edition of the Recommendations for Study, which was 
approved by the Councilto be effective with the 1948 examinations. 
These recommendations are included in this number of the Proceed- 
ings. 

No formal papers were presented at this meeting of the Society. 
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Informal discussion of the following topics was participated in 
by the members of the Society and by representatives of insurance 
organizations: 

I. Overall retrospective rating. 

2. Uniform accounting, including size of r i sk  experience,  
new forms of annual statement, s implif icat ion of account- 
ing and s t a t i s t i c a l  procedures, and re la ted subjects. 

3. The outlook for automobile insurance. 

4. The improvement of exposure bases. 

Upon motion, the meeting adjourned at 4 P.M. 
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ABSTRACT FROM THE MINUTES OF THE MEETING 

NOVEMBER 14, 1947 

The annual meeting of the Casualty Actuarial Society was held 
at the Hotel Biltmore, New York on Friday, November 14, 1947. 

President Haugh called the meeting to order at 10:30 A.M., the 
roll was called, showing the following fifty-one Fellows and thir- 
teen Associates present: 

FELLOWS 

Allen Eppink PerrFman 
Ault Farley Pruitt 
Ba rbe r Fondi i le r Rode rmund 
Barker Ginsburgh Rosenba rg 
Barter Goddard Ross 
Berkeley Graham, C.M. Rowe ll 
Blanchard Graham, W.J. Salzmann 
Brown, F.C., Haugh Shapiro 
Cahi iI Johnson Skillings 
Car lson Ke 1 ly Smick 
Carleton Koloditzky Smith, S.E., 
Coates Kormes Tarbell 
Cogswe 11 Linder Uh thoff  
Comstock Mc~nnell  Valerius 
Corcoran Masterson Van Tuyl 
Cxouse Maycrink Wieder 
Elliott Oherhaus Williams 

ASSOCIATES 

Bailey Hart Stoke 
Bugbee Lufkin Turner 
Dowling Marsh Vergano 
Grossman Munterich Wolfram 

Scammon 

By invitation, a number of officials of casualty insurance 
companies and other organizations were present. 

Mr. Haugh read his Presidential Address. 
]'he Minutes of the meeting held May 23, 1947 were approved as 

printed in the Proceedings. 
The Secretary-Treasurer (Richard Fondiller) read the report of 

the Council and upon motion it was adopted by the Society. Edward 
S. Allen, Loring M. Barker, M. Stanley Hughey, Matthew Rodermund, 
Norman Rosenberg, John H. Rowell, Ruth Salzmann, Dunbar R. Uhthoff 
and John W. Wieder, Jr. had passed the necessary examinations and 



ABSTRACT FROM THE MINUTES i i i  

had been admitted as Fellows: a diploma was presented to each by 
the President. John W. Clark, James B. Gardiner, Harold J. George, 
Stanley W. Gingery, Robert W. Lufkln, George C. Munterich, Robert 
C. Perry, Lawrence W. Scammon, Max J. Schwartz, Paul A. Turner, 
Elia Vergano and Richard J. Wolfrum had passed the necessary ex- 
aminations and had been admitted as Associates. ]'he eighth Edition 
of the Recommendations for Study are included in this number of 
the Proceedings. 

The President announced the deaths since the last annual meet- 
ing of the Society, of three Fellows, Raymond V. Carpenter, Elmer 
H. Dearth and D. Ralph McClurg: obituary notices appear in this 
number of the Proceedings. 

The Auditing Committee (Howard G. Crane, Chairman) reported 
that the books of the Secretary-Treasurer had been audited and his 
accounts ver i f ied.  

The report  of the Secre tary-Treasurer  was read and accepted. 
The report on finances follows: 

CASUALTY ACTUARIAL SOCIETY 
ANNUAL REPORT ON FINANCES 

Cash Receipts and Disbursements fron October 1, 1946 to September 
30, 1947. 

Inco~le 

On deposit Oct. 1, 1946 in 
Marine Midland TrustCo. 
Members Dues 
Sales of Proceedings 
Examinations Fees 
Luncheons & Dinners 
Miche lhacher Fund 
Mortality Tables Reprint 
Foreign Exchange 

$2,508.00 
1,100.76 

707.00 
328.00 
444.95 
141.50 

-5.73 

$3,902.15 

5,224.48 

Total . . . . . . . . . . . . . . . . . . . . . . . . . .  $9,126.63 

Disbursements 

Printing & Stationery 
Postage, Tel . ,  Express, Etc. 
Secre tar ia l  Work 
Examination Expense 
Luncheon & Dinners 
Mortality Table Reprint 
Miscellaneous 

$4,336.47 
188.63 
470.50 
727.61 
403.56 

88.01 
130.87 

Tota 1 . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,345.65 

On deposit Sept. 30, 1946 in 
Marine Midland Trust Co. 2,780.98 

Total . . . . . . . . . . . . . . . . . . . . . . . . . .  $9,126.63 



112 ABSTRACT FROM THE MINUTES 

Assets 

Cash in Bank $2,780.98 
Bonds Owned * 3,750.00 

*Present Redemption Value 
is  $4,660.00 

Total Assets $6,530.98 

L i ab i l i t i e s  

Unpaid P r i n t l n g B i l l s :  
Michelbacher Fund 
F o n d i l l e r P r i z e  

Total L i ab i l i t i e s  

Surplus 

$1,519.80 
2,349.81 

100.00 

$3,969.61 

2,561.37 

Total L i ab i l i t i e s  & Surplus $6,530.98 

The Examination Committee (George B. Elliott, General Chairman) 
submitted a report of which the following is a summary: 

1947 EXAMINATIONS - SUCCESSFUL CANDIDATES 

The following is a l i s t  of those who passed the examinations held 
by the Society on Apri l  9 and 10, 1947: 

ASSOCIATESHIP EXAMINATIONS 
PARr I: 

G.S. Bloomfield 
Ruby Bregman 
W.R. Burns 
W.J. Carroll  
R.W. Coble 

PART II :  
C. Bloomfield 
F.J.  Bush 
R.W. Coble 
W.W. Cooke 

F. DeBar tolo 
D.P. Frame 
T.M. Galt 
N.J. George 
G.E. Gould 
C.C. Hewitt ,Jr .  

R.D. Hoste t ter , J r . (Sec .2)*  
N.F. Jones(Sec. 2*) 
G.S. Ramsey 
J.A. Resony 
E.A. Bode 

J.L. Dolby 
N.M. Franklin 
T.M. Gait 
H.J. George 

C.C. Hewit t ,Jr .  (Sec.4)* 
N.F. Jones(Sec.4)* 
B.A. Nix 
S.L. Olds 
E.A. Rode 
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PART III : 
W.R. Burns 
R.B. Burstein 
G.L. Carter 
J.W. Clarke 
T.M. Galt 
H.J. George 

G.E. Gould 
G.F. Letwin 
S.L. Olds 
C. Beimer 
E.A. Rode 
C.J. Stafford 

C.C. Hewitt ,Jr .  (Sec.6)* 
N.F. Jones(Sec.6)* 
C.N. Kaplan (Sec.6)* 
R.D. Morse,Jr. (Sec.6)* 
V.S. Zarowski 

PART IV: 
E.R. Benedict 
R. Bregman 
R.B. Barstein 
M. Chee tham 
F. DeBartolo 
T.M. Galt 
G.E. Gould 

C.C. Hewitt,Jr. 
E.S. Jackson 
A. Jenkins,Jr. 
N.F. Jones 
G.F. Letwin 
A.L. Mayerson 
C. Reimer 

G.A. Reynolds 
E.A. Rode 
C.J. Stafford 
W.I. Struble 
H. Thompson 
R.J. Wolfrum 

PART V: 
Edward S. Allen 
John W. Clarke 
J.B. Gardiner 
S.W. Gingery 
H.F. LaCroix,Jr. 

William Leslie, Jr. 
Robert W. Lufkin 
C~ orge Munterich 
Robert C. Perry 
Nornmn Rosenberg 

Max J. Schwartz 
Paul A. Turner 
Ella Vergano 
Richard J. Wolfrum 
John C. Wooddy 

*Credited to veterans by the Council ,mderl~le 4(d) which provides for 
having completed equivalent courses at  Universi t ies of recognized 
standards. 

PART I: 
Loring M. Barker 
J.B. Gardiner 

PART II: 
Edward S. Allen 
Loring M. Barker 
M.S. Hughey 

PAFff III: 
Edward S. Allen 
Loring M. Barker 
M.S. Hughey 

FELLOWSHIP EXAMINATIONS 

M.S. Hughey 
M. Rodermund 
Ruth Salzmann 

Harold W. Schloss 
John W. Wieder,Jr. 

M. Rode rmund 
J.H. Rowell 
Ruth Salzmann 

Harold W. Schloss 
John W. Wieder,Jr. 

M. Rodermund 
Norman Rosenberg 
J.H. Rowe II 
Ruth Salzmann 

Harold W. Schloss 
D.R. Uhthoff 
J.W. Wieder,Jr. 
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The Counci l ' s  r e - e l ec t ion  of Emma C. Maycrlnk as Editor ,  and of 
Thomas O. Carlson as Librar ian,  was announced. 

The annual e lec t ions  were then held and the following o f f i c e r s  
and members of the Council were elected: 

President  ...................... James M. Cahi l l  
Vice President  . . . . . . . . . . . . . . . . .  Harmon T. Barber 
Vice President . . . . . . . . . . . . . . . . .  Russell  P. Goddard 
Secretary-Treasurer  . . . . . . . . . . . .  Richard Fondi l ler  
Editor  . . . . . . . . . . . . . . . . . . . . . . . . .  Emma C. Maycrink 
Librar ian . . . . . . . . . . . . . . . . . . . . . .  Thomas O. Carlson 

Members o£ Council (terms expire in 1950) 

George B. E l l i o t t ,  N.E. Masterson, Ja rv i s  Farley 

(Term expires in 1949) 

Clarence A. Kulp 

(Terra expires in 1948) 

Arthur N. Matthews J.W. Carleton 

The papers appearing in th is  Number were presented. 

Informal d iscuss ion  of the following topic was pa r t i c ipa ted  in 
by the members of the Society and by representa t ives  of insurance 
organizations:  

Problems of ratemaking under new rate regulatory laws. 
• Upon motion, the meeting adjourned a t 4 : 4 0  P.M. 
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E X A M I N A T I O N  C O M M I T T E E  
B E Y M O U R  E. S M I T H ,  G E N E R A L  C H A I R M A N  

IN CHARGE OF IN CHARGE OF 
A IROCIATESNIP  E X A M I N A T I O N I  FELLOWSHIP EXAMINATIONB 

E R N E S T  T.  B E R K E L E Y .  C H A I R M A N  C H A R L E S  W,  C R O U S E ,  C H A I R M A N  
E D W A R D  S .  A L L E N  R O G E R  A.  J O H N S O N .  J R ,  

JOHN W, WIEDER. JR. SAMUEL M. ROB8 

E X A M I N A T I O N  FOR E N R O L L M E N T  AS A S S O C I A T E  

PART I 

May 11, 1948 Time 9:.30 to 12:.30 o'clock 

1. (a) Prove that the slim of the squares of the deviations of any set of 
variates from their arithmetic mean, is less than the sum of the 
squares of their deviations from any other point. 

(b) Prove that if M x be the arithmetic mean of observcd values of 
X and My be the arithmetic mean of the corresponding observed 
values of Y, then the point ( Mx , My ) is on the lille of regression 

of Y on X. 

. State the principle upon which curve-fitting by the Method of Moments 
is based. Then use that Method to fit a curve to the following data. 
Give the reason for your choice of the form of the curve. 

w: 1 2 ~ 4 5 
R: .983 .986 .992 1,000 1.011 

a. (a) 

(b) 

From the following data, determine the value of rxy . 

Year X Y Year X Y 
1907 11 11 1912 14 12 
1908 13 9 1918 15 12 
1909 10 14 1914 16 7 
1910 12 14 1915 11 12 
1911 16 9 1916 12 20 

Outline three methods which are used in weighting prices in the 
construction of price index numbers, and state the advantages and 
disadvantages of each of them. 
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4. ~ is an infinite class of cases in each of which a certain continuous 

variable, X, has a unique value. In 100,000 cases drawn at random from 

t'l, the values of X have been observed, and the characteristics of their 

distribution support the hypothesis that the cases in 12 are normally 

distributed with respect to X. The first and second moments of the 

observed values about X = 100, computed by grouping them in class 
intervals of width w ----- 1.00, were found to be -1.120000 and 101.3377, 

respectively. 

(a) Estimatc (to the nearest .01) the probability that if a single 

case were drawn at random from,f/,  the value of X in that 

case would be found to lie within the interval M - 1 to 

M -4- 1, where M is the arithmetic mean value of X for the 

entire class ~['1. Set forth the assumptions involved in your 

estimation. 

¢(u Given: --=- = .899 for t ~ 0; .397 for t = .10 

(b)  Estimate (to nearest 100) the minimum number of cases 

which would have to be included in a random sample 

drawn f rom,~ in order that the probability that the arith- 

metic mean value of X for the sample will lie outside the 

aforesaid interval, shall be not greater than .01. 

Given: A ~ ] S  8 -- ~2.~8 ~ ( ~ ) d t  

5. (a) Prove that am---7-hl ~ Qm----[ --/- ~) m 

= .00.5 

(b)  A man proposes to deposit D dollars in a savings bank on the last 

day of each month for k years, and to withdraw W dollars oli 

July 1 of ehch year for t years, the first such withdrawal to be 

made six months after the last deposit. On each deposit the savings 

bank pays ordinary simple interest at the rate of xg per year from 

the first day of the month following the month in which the 
deposit is made; and in the account of every depositor, accrued 
interest is converted to principal as of the close of business on 

June 30 and December 81 of every year. Write a formula express- 
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ing in terms of x, k, t and W, the value which D must have in 

order that the balance in bank after the last withdrawal shall be 

exactly zero. 

6. The values of (1 q- i) n required in solving problems (a) and (b) in 

this question, are to be obtained by expanding the function in a 

binomial series. 

(a) Find the present value (to the nearest dollar) of an 

annuity of $120 per annum payable in equal monthly 

instalhnents for 5 years, if money is worth 35 effective and 

the first payment is to be made 61 months after the date of 

valuation. 

(b) A perpetuity providing for the payment of $1000 at the 

end of every fifth year is to be converted exactly two years 

after the date of the last such payment, to an annuity due 

payable annually for 6 years. If money is worth 8~ effec- 

tive, what should be the annual rent of the annuity? 

Express your result in the form (a X b) - -  (c X d) in 
which a, b, c and d are numbers expressed to four signifi- 

cant figures. Do not take time to perform the operations 

of multiplication and division therein indicated. 

NOTE: The following values, each of which is stated for i -= .025, will 

be useful in solving problems 7 (a) and 8 (a). 
v TM --- .78120 

/ -- .0~98~6 v -"° = .61027 
- ' -  ~uo = .4,6,4 

7. (a) What price shall be paid for a 5~ non-callable bond of $1,000 par 
value redeemable at $1,070 on May 15, 1958, with interest payable 

on May 15 and November 15. purchased May 15, 1948, to vie]d 

exactly 5f~ nominal, convertible semiannually? 

(b) F•r the purchaser of the bond, outline a schedule for determining 

the bo¢lk values thereof as of tile dates upon which interest is 
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payable, a ,d  complcte the entries in the schedule for such dates 

through May 15, 1950. 

8. A building just completed has cost $300,000. It is estimated that its life 

will be 40 years; that at the exad of each decade thereof, except the last, 

$20,000 Will be required for renovation; and that at the end of its life, 
the building will have a sahage value of $20,000. 

(a) Determine (to the nearest dollar) the sum which must be 

invested at the end of each year of its life, in a fund earn- 
ing interest at an effective rate of 2~%, to cover the esti- 

mated requirements fox" renovation and to provide fox" 

replacement of the original cost less the estimated salvage 
vahxe. 

Write a for,nula expressing the amount in the fund at the 

end of the 25th year of the building's life, if withdrawals 
therefrom for renovations have been made exactly in 

accordance with tile estimated requirements. 

PART l I  

May 11, 1948 Time 1:30 to 4:,30 o'clock 

1. (a) The curve xZy + 12y = 144 has one maximum point and two 

points of inflection. Find the area of the triangle formed by the 

tangents to the curve at these three points. Sketch the curve, 

showing the triangle. 

(b)  Find the limit of 
x'~-3x + 2 

x~_x'~_x + l 
as x approaches 1. 

2. (a) Find tile function, [(x),  satisfying the following conditions: 

D x / ( x )  --- sedx and [(0)  = 0 
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I 

(b) Evaluate: So x : ' \ ~  dx 

f , (c) Prove that if e ~ 1 , then ~:~ OX f f - X ,  all" = 

:3. (a) Find the length of the spiral of Archimedes, /0 -" aO , from 

the origin to the end of the first revolution. 

(b) Expand cosh x into an infinite power series in x. What proposition 

would one have to demonstrate in order to prove that the series 

converges to cosh x for every real value of x? 

 9'Z ÷log, , then ~ = Z (1 z )  y 4. (a) Prove that i f z  -- y ~ t d  

( b ) Evaluate: d~.)o x dz dx dy 

5. (a) Given tha tU x - -2x  ~ -12x  ~-t-x 2 - 4 x - 1 5 , f i n d / k  z Ux • 

(b) Find the polynomial, P(x), of lowest degree for which 

P(0) = 1280; P(1) -- 189; P(4) -- 0; P(5) -- 465; P(8) -- 0; 

and P(]0) -- 0. 

6. (a) Given: p(1000) = .474; p(2000) --.390; /0(3000) --.~38; 

and /0 (4000) -- .305. By interpolation, determine a value for 

1o (2500) and state the reason for your choice of the formula 

employed in your computation. 

(b) Given the following table of values of Ux:y , determine by inter- 

polation a value for U~:;~ 
y - - 0  y---5 y - - 1 0  

x -- 0: 0 75 300 

x--- 5: 2.5 200 52.5 

x --- 10: 100 375 800 
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7. (a) Find the sum of thc first n terms of the series in which the xth 

term is 
1 

(3x - .2) + 1)(3x + 4) 

If the series be infinite, to what value does it converge? 

(b)  Find the sum of the first n terms of the series: 

2 + . 8  + 2 4 +  64 + 160 + . . . . . .  

8. (a) Frovethat / k "o  m ~ H(/k"-'Ovn-'-/-/X"Om--/) 

(b)  On the assumption that third and higher differences of the func- 

tion p(x) are negligible, develop a formula for approximate oval- 
/ 

uation of f xp(x)dx in terms of p(0) ,  p(1) ,  and p(2).  
Jo 

May 12, 1948 

i. (a) 

(b) 

2. (a) 

( b )  

PART l l I  

Time 9:80 to 12:30 o'clock 

One bag contains 5 white and 3 red balls, and another bag con- 

tains 4 white and 5 red balls. From one of them, to be chosen at 

random, 2 balls are to be drawn. Compute the probability that 

they will be of different colors. 

A set S containing mn members has been divided into m subsets, 

each contain n members. Find the probability thatrk specified 

members of S are in the same subset, after r subsets have been 

examined and found not to contain any of the k specified mem- 
bers. ( l<k=~n and 0=<r<m) 

If the value of x is to be chosen at random from the first one hun- 
100 

dred positive integers, find the probability that x -t- will be 
X 

greater than 50. 

Of two purses, one originally contained 3 dimes and 1 pemay, and 
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the other contained 8 pennies and 1 dime. A coin was drawn from 

one and dropped into the other, but it is not known from which 

purse the coin was taken. Then from each purse, a coin is drawn, 

and each of the drawn coins is found to be a penny. If neither of 

them be replaced, what are the odds against obtaining two 

pennies in a second drawing of coins, one from each purse? Set 

forth the assumptions upon which your answer is based. 

3. If 6n tickets numbered 0, 1, 2, 3 . . . . . .  6n - 1 be placed in a bag, and 

three of them be drawn out simultaneously, show that the probability 

that the sum of the numbers on them will be exactly 6n, is 

3n 

( ~ .  - 1 )  ( 6 n  - 9~) 

. (a) Prove that in an indefinite series of independent trials in each one 

of which the probability of success is a certain constant p > 0, 

the expectation (i.e., the probable value) of the number of failures 

preceding the first success is 1 - p. 
P 

(b) A and B propose to play a sequence of games. Of any single game 

of the sequence, the probability that A will be the winner is ~ and 

a drawn game is impossible. The loser in each game is to pay one 

dollar to the winner; and the sequence is to continue until one or 

the other has lost all of his money. A has m dollars and B has n 

dollars. Find the probability that A will win all of B's money. 

5. (a) Exl~ress in commutation symbols the net level annual premium 

for each of the following policies issued at age 30 for a face 

amount of $1000. 

( i ) Ten year term insurance; 

(ii) Ten payment twenty year endowment insurance; 

(iii) Whole life insurance providing for the return, without 

interest, upon the death of the insured, of all net premiums 

paid prior thereto, in addition to the face amount of the 

policy. 
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(b) A certain life insurance policy provides for the payment of $10,000 

in event of death between the date of issue and age 41, $9,700 in 

event of death between ages 41 and 42, $9,400 in event of death 

between ages 42 and 48, and so on, the amount of insurance 
decreasing $800 each year until it reaches $1000 at age 70, after 

which it remains constant. Premiums are payable annually from 

date of issue to age 64, inclusive. Show that the net level annual 
premium for this policy issued at age x may be expressed as 
follows: 

10,000M, - 8 0 0 ( R 4 t  - R y  t ) 

N ~  - N,5 

6. (a) 

(b)  

Develop by the retrospective method an expression in commuta- 
tion symbols for the 85th terminal reserve for a twenty payment 
life insurance policy issued at age 30 providing $2000 in event of 
death before age 60 and $1000 in event of death after age 60; and 
show that the result is equivalent to the expression for the same 
reserve obtained by the prospective method. 

Define the three groups into which all life insurance policies are 
divided under the New Jersey Standard system of reserve modifi- 
cation. What modification determines the minimum reserves by 
that Standard for policies ill each group? 

7. From the equation which expresses the Gompertz-Makeham law of 
mortality, derive the formula: 

lx  = k s X g  cx 

Prove that if Ix be determined in accordance with this formula, and if 
w be defined by the equation: 2c w = c ~r -{- c ~, then:,,~y = ( n p t , )  z 

8. The symbols Ix rj and mx r~ are defined as follows: 

o-) 
I x = the number of widows living unmarried at beginning of age x; 

tnx ~r; = the number of widows remarrying during age x. 
l CrJ ~r) Develop a formula in terms of v,  ~x and m x for the present value 

(W) of an annuity due of one dollar per annum payable annually so 
long as a widow now of age x shall live and remain unmarried, together 
with a provision that B dollars shall be paid immediately upon her 
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remarriage. Define symbols for the commutation columns which would 
facilitate computations of such present values, and then express W 
in terms of such symbols. 

PART IV 

May 12, 1948 Time 1:80 to 4:80 o'clock 

1. (a) Discuss briefly the special considerations involved in the under- 
writing of non-cancelable accident and health policies. 

(b) Explain the difference in coverage between a Primary Commer- 
cial Blanket Bond and a Blanket Position Bond. 

2. (a) Distinguish between the following residence theft coverages: 

(i) Divided Coverage; 

(ii) 50~ Blanket Coverage; 

(iii) 100~ Blanket Coverage; 

(iv) Specific Coverage. 

(b) The XYZ Lumber Company receives shipments of lumber by raft 
and the freight cars are unloaded at a platform on the premises. 
Deliveries to customers are made by the company's trucks. The 
company also operates a retail hardware and farm equipment 
store located on the same premises. List the coverages, and the 
hazards which each insures against, which you think should be 
included in a complete pr6gram of liability insurance protection 
for this risk. 

3. (a) Outline the basic steps in the determination of the premium for a 
policy of boiler insurance including bodily injury liability cover- 

age.  

(b) Of the factors relative to individual private passenger automobile 
risks which influence the judgment of underwriters in the selec- 
tion of such risks for liability insurance, name the three which you 
consider to be the most important, and give tile reasons for your 

a nsw e r .  

4. (a) Distinguish between paragraphs One (a) and One (b) of the 
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(b) 

5. (a) 

(b) 

6. (a) 

(b) 

7. (a) 

(b) 
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insuring agreement in the Standard Workmen's Compensation 
and Employers' Liability Policy. 

What are the meanings of the terms "Ex-Medical Coverage" and 

"Full Medical Coverage" as they are used in Workmen's Com- 
pensation Insurance? 

What are the desirable characteristics of a premium basis? 

How is allocated claim expense treated in the making of premium 
rates for insurances of the following forms: Burglary; Glass; Auto- 
mobile Liability; Workmen's Compensation; Boiler and Machin- 

e~3'? 

Why are loss and expense constants included in premiums for 

Workmen's Compensation Policies? 

How are revised manual premium rates for "non-reviewed" classes 

deterlnined in the course of any state-wide rate revision under the 
present procedure of the National Council on Compensation 

Insurance? 

Discuss the problems involved in using experience on policies 
written in accordance with the Automobile Fleet Plan in the 

making of manual premium rates for automobile liability insur- 

ance on commercial vehicles. 

A large percentage of automobile owners have always been unin- 
sured. Discuss the possibilitiy of developing a low-limits automo- 

bile liability policy, to be offered at rates lower than present rates 
for insurance under the basic limits of $5,000/'10,000 for bodily 
injury and $5,000 for property damage, as a means of attracting 

some of the uninsured automobile owners. 

8. In periods of general price and wage increases, such as those we have 
witnessed in 1946 and 1947. the natural lag in the experience available 

for premium rate making is of serious consequence. As a means of 
correcting tim effects of the lag, discuss: 

(a) the possibility of including a wage level factor in formulae for the 
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determination of manual rates for Workmen's Compensation 

Insurance; and 

(b) the possibility of including a general price index factor in formulae 
for the determination of manual rates for such lines as automobile 
property dami~,ge liability and glass insurance. 

E X A M I N A T I O N  FOR E N R O L L M E N T  AS F E L L O W  

P A R T  ! 

May 11, 1948 Time 9:30 to 12:30 o'clock 

1. Discuss the comparative attractiveness of industrial securities as an 
investment for casualty insurance companies and explain what tests 

may be used to determine their desirability. 

2. (a) Discuss the effect of government finance on monetary stability. 

(b) Describe the position of the government in the credit system. 

3. (a) Under what circumstances does speculation create security from 

the standpoint of the economic theory of risk? 

(b) What was the threefold aim accomplished by the adoption of 

Workmen's Compensation Acts? 

4. (a) Name three objects of the legal requirements of insurable interest. 

(b) What are the five elements of insurance coverage? 

5. (a) Name three mandatory provisions in the New York Law which 

must be included in an automobile policy. 

(b) Discuss the powers of the New York Superintendent of Insurance 
with respect to rates for various lines. 

6. (a) State the provisions of the All Industry Casualty and Surety Rate 
Regulatory Bill relating to the making of rates. 

(b) The All Industry Bill contains certain provisions intended to pre- 
serve competition and independent operation for the various 
insurers. Name three of these provisions relati~g to 
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i) Independent insurers 

ii) Members or subscribers of rating organizations 

7. As a result of the McCarran Act, many states have enacted rate regula- 
tory laws which are intended to prevent the application of certain 
Federal anti-trust laws after the expiration of the present moratorium 
on July 1, 1948. Name these anti-trust laws, state briefly what they 
prohibit and explain the effect they have had on the drafting of state 
rate regulatory laws. 

8. The stated purpose of the All Industry Bill and similar bills is to pro- 
mote the public welfare. Do you believe the regulation of the casualty 
insurance business resulting from the adoption of these bills by the 
various states' will be more beneficial to the public than the regulation 
in effect prior to the Supreme Court decision in the South Eastern 
Underwriters case? Discuss. 

PART II 

May 11, 1948 Time 1:30 to 4:30 o'clock 

1. (a) Contrast the New York Automobile Liability and Public Liability 
Experience Rating Plans in their treatment of excess limits cover- 
age. 

(b) Why is it necessary to place a limitation on the size of each loss to 
enter the rating in a "no-split" experience rating plan? 

2. Under the National Council experience rating plan for Workmen's 
Compensation, it is possible for a risk having a 40.~ loss ratio year after 
year to produce a substantial debit modification. How would you 
justify this result to a policyholder? 

8. (a) Explain the purpose and calculation of expected loss rates in the 
National Council experience rating plan for Workmen's Compen- 
sation. 

(b) The experience rating plan of the National Council for Workmen's 
Compensation produces an off-balance. Explain why this occurs, 
the effect it has from a rate-making viewpoint, and what steps are 
taken, as a result, in the rate-making procedure. 

4. T h e  Workmen's Compensation experience rating plan of the National 
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Council is now available on an interstate basis in a number of states 
and provides for a single modification applicable to all the states 
included in the rating. 
Discuss the advantages and disadvantages of having a different modifi- 
cation for each state and indicate one way in which such modifications 
might be calculated. 

5. (a) The excess pure premium ratio table used in developing the Work- 
men's Compensation Retrospective Rating Plans A, B and C is 
keyed to an expected loss ratio of 59.8%. Why was it necessary to 
make an adiustment before entering the table for the determina- 
tion of the insurance charges for states with different expected 

loss ratios and how was this adjustment made? 

(b) Discuss briefly the advantages and disadvantages of combining 
Workmen's Compensation with other third party liability lines 

under a single retrospective rating plan. 

6. (a) Name and describe briefly four types of vohmtary medical or 

hospital insurance plans in use in this country. 

(b) Discuss the advantages and disadvantages of cash as opposed to 

service benefits in a program of heMth insurance. 

7. (a) Compare the provisions for financing and administration in the 

Social Security Act for old age insnrance with those for unemploy- 

ment benefits. 

(b) The Federal Old Age Insurance Tax is frozen at the 1.~ level until 
1950. Do you believe this is preferable to having it increase in 

accordance with the schedule originally set up? Discuss. 

8. State the essential features of a complete social insurance scheme. 
What are the three outstanding characteristics of existing American 
programs for relief and social security that constitute major issues 

today and how can insurance carriers help in settling these problems? 
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May 12, 1948 

PART III  

Time 9:30 to 12:,30 o'clock 

1. (a) 

2. (a) 

A common method of computing the unearned premimn reserve 

on Workmen's Compensation business is to set up the deposit 
premium with a term of one year and then apply the semi-monthly 

unearned premium factors. In view of the fact that many policies 

in this line are on a periodic audit basis, do you think this method 

produces a proper unearned premium reserve? Discuss. 

(b)  Discuss the requirements of Schedule P with respect to the follow- 

ing items: 

i) Allocated loss expense reserve 

ii) Unallocated loss expense reserve 
iii) Incurred but not reported loss reserve 

Give a brief summary of subdivision 2 of Section :326 of the New 

York Insurance Law concerning reserves for outstanding losses 

and loss expenses for lines of insurance other than Liability and 

Workmen's Compensation. 

(b)  Under what circumstances may the provisions of s,bdivision 2 of 

Section :326 be modified? 

3. (a) 

(b) 

4. (a) 

Describe three methods of testing the adeq,acy of case reserves 

prospectively. 

A 1948 amendment to the New York Workmen's Compensation 

Law provides that the maximum monthly wage to be used in 

comp,ting death benefits shall be increased to $227.50. In addi- 

tion, the percentages payable to dependents are increased in the 

case ofchi ldren ,  widow without children, orphans, parents, 

brothers and sisters, grandparents and grandchildren. Discuss the 
effect of this law on Special Bulletin No. 207 and outline the neces- 

sary steps to be taken. 

What is the "'equity" in the unearned premium reserve and what 

is its approximate size for a multiple lille casualty company? 
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What effect does the change ill the "equity" ill the unearned pre- 
mium reserve have on the "true" surplus of an insurance company 

during a period of rising premium volume? 

5. (a) 

(b) 

Discuss the advantages and disadvantages of statistics on a calen- 
dar year written-paid basis, a calendar year earned-incurred basis 

and a policy year basis for: 

i) Automobile Bodily Injury liability insurance 

ii) Glass insurance 

Why is the method used in Automobile rate making for developing 
policy year experience reported as of twelve months to an ultimate 

basis not suitable for Workmen's Compensation rate making? 

. (a) What type of experience is the Burglary, Theft and Robbery 

Statistical Plan, which became effective on January 1, 1948, 
designed to develop? Explain briefly how the desired results can 

be obtained from the information required by the plan. 

(b) A casualty company doing a nationwide business decides to make 

a classification and size of risk analysis of its Workmen's Compen- 
sation experience by punching the unit report information. Design 
the necessary premium and loss cards and make such comrnents 
as you believe essential to describe the mcthod that should be 

followed. 

7. The current high level of wages is being given considerable attention 
by state supervisory authorities in their consideration of proposed rate 
revisions for Workmen's Compensation. What external statistics are 
available on this point and do you believe they provide an adequate 

answer? Discuss. 

8. (a) Demonstrate that the number of accidents in casualty insurance 
is distributed in accordance with the Poisson Distribution. 
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(b) Describe briefly a method that might be used to test classification 
relativities. 

May 12, 1948 

PART IV 

Time 1:30 to 4:30 o'clock 

1. (a) In order to prepare the Casualty Insurance Expense Exhibit, how 
would you allocate the following expenses by line of insurance 
for a small casualty company? 

(i) Inspection 

(ii) Allocated Claim Expense 

(iii) Unallocated Claim Expense 

(iv) Individual Risk Rating 

(v) Policy Writing 

(b) Outline briefly a method of handling premium collections on 
punch cards. 

2. From the following data taken from the records of a casualty insurance 
company, prepare the income and disbursement pages of the annual 
statement blank of the National Association of Insurance Commis- 
sioners. The information given refers to transactions in 1947 and assets 
and liabilities as of December 31, 1947. In your answer you may use 
the number of each item rather than the description to conserve time: 

1. Net premiums written $ 60,000,000 
2. Interest, dividends and real estate income 3,000,000 
3. Gross profit on sale of ledger assets 100,000 
4. Gross increase by adjustment in book value of ledger assets 20,000 
5. Losses paid 
6. Paid for investigation and adjustment of claims 

7. Underwriting expenses paid (prior to deduction of ~ 
of 1~ of mean invested assets) 

8. ,~ of 1% of mean invested assets 
9. Investment expenses paid 

10. Dividends to stockholders 
11. Gross loss on sale of ledger assets 
12. Gross decrease by adiustment in book value of 

ledger assets 

20,000,000 
6,000,000 

23,090,000 
90,000 

200,000 
1,000,000 

50,0130 

500,000 
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13. Book value of real estate 

14. Book value of bonds 
15. Book value of stocks 

16. Cash 
17. Premiums in course of collection less than 90 days due 
18. Premiums in course of collection over 90 days due 12/31/47 

19. Interest, dividends and rent accrued 12/'31/47 
20. Market value of stocks over book value 12/31/47 
21. Book value of bonds over amortized value 12/31/47 

22. Reserve for losses 12/31,/47 
23. Reserve for investigation and adjustment of 

claims 12/31/47 
24. Reserve for unearned premiums 12/31/147 

25. Underwriting expenses unpaid 12//31/47 

26. Capital 12/31/47 
27. Surplus 12/31/47 
28. Unearned premiums 12/31/'46 
29. Unpaid losses 12//31/46 
30. Unpaid loss expense 12/31/46 
31. Unpaid underwriting expense 12/31/46 
32. Interest, dividends and rents accrued 12/31/46 
33. Market value of stocks over book value 12/31/46 

34. Surplus 12/31/46 

35. Capital 12/31/46 
36. Ledger assets (as per balance) 12'31/46 
37. Premiums in course of collection over 90 days 

due 12/31/46 

38. Book value of bonds over amortized value 12/31/46 

2,000,000 
69,000,000 
20,000,000 

7,800,000 
10,()()0,1300 

100,000 
200,000 

1,000,000 
200,000 

40,000,000 

1,000,0(30 
30,000,000 

4,000,000 
5,000,000 

29,800,000 
25,000,000 

35,000,000 
900,000 

3,500,000 
300,000 

1,500,000 
28,770,000 
5,0O0,000 

96,620,000 

150,000 

100,000 

3. Make use of the information provided in question 2 to prepare the 
assets and liabilities pages of the annual statement blank of the 
National Association of Insurance Commissioners. Again use item 
numbers instead of descriptions to conserve time. 

4. Make use of the information provided in question 2 to prepare the 
underwriting and investment exhibit of the annual statement blank 
of the National Association of Insurance Commissioners. Again use 
item numbers instead of descriptions to conserve time. 
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. Discuss the problems involved in creating an Assigned Risk Plan for 
Automobile Bodily Injury and Property Damage Liability Insurance 
and include an indication of the various types of applicants for this 
coverage. 

. The Workmen's Compensation rate-making procedure is frequently 
criticized becatfse it does not key the rates to an up-to-date level of 
experience. Could this defect be remedied by keying to the latest one 
or two calendar years' experience? Discuss. 

. Expenses for most lines of casualty insurance are included in the rates 
as a percentage of the rate. Is this theoretically correct? What it~m.~ 
of expense would it be better to load in another manner? Discuss, 

. A casualty company writing a large volume of Automobile business 
had had a decrease in the average outstanding amount of Automobile 
Bodily Injury claims at December 81, 1947 as compared with Decem- 
ber 31, 1946, but little change in the number. Having in mind the effect 
of inflation on the cost of claims, the company wishes to determine the 
reason for the situation, fearing that the level of reserves on this line 
may be inadequate. Outline the investigation you think should be 
made. 
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FOREWORD 

The Casualty Actuarial Society was organized November 7, 1914 as the 
C,~ualty Actuarial and Statistical Society of America, with 97 charter members 
of the grade of Fellow. The present title was adopted on May 14, 1921. The 
object of the Society is the promotion of actuarial and statistical science a~s 
applied to the problems of casualty and social insurance by means of personal 
intercourse, the prcsentation and discussion of appropriate papers, the collec- 
tion of a library and such other means as may be found desirable. 

Prior to 1914 little technical study was given to the actuarial and under- 
writing problems of most of the branches of c,~ualty insurance. The organiza- 
tion of the Society was brought about through the suggestion of Dr. I. M. 
Rubinow, who became the first president. The problems surrounding workmen's 
compensation were at that time the most re'gent, and consequently many of the 
members played a leading part in the development of the scientific basis upon 
which workmen's compensation insurance now rests. 

The members of the Society have also presented original papers to the 
Proceedings upon the scientific formulation of standards for the computation of 
both rates and reserves in accident and health insurance, liability, burglary, and 
the various automobile eover,qges. The presidential addresses constitute a valu- 
able record of the current problems facing the casualty insurance business. 
Other papers in the Proccedit~gs deal with acquisition costs, pension funds, 
legal decisions, inrestments, claims, reinsurance, accounting, statutory require- 
ments, loss reserves, statistics, and the examination of casualty companies. The 
Committee on Compensation ,nd LiabiliW Loss Reserres submitted a report 
whichhas been printed in Proccedb~gs No. 35 and No. 36. The Committee on 
Remarriage Table submitted a report including tables, printed in Proceedings 
No. 40. The Special Committee on Bases of Exposure submitted a report which 
is printed in Proceedb~gs No. 43. "The Recommendations for Study" will appear 
in Proceedings No. 64 and are in effect for the 1948 examinations. The Report 
of the Committee on Mortality for Disabled Lives together with commutation 
tables and life anmlities has been printed in Proceedings No. 62. 

The lower grade of membe,'ship in the Society is that of Associate. Ex.~mina- 
tions have been hehl every year since organization; they are held on the second 
Tuesday and following Wednesd'~y during the month of May, in various cities 
in the United States and Canada. The membership of the Society consists of 
actuaries, statisticians, and executives who are connected with the prineip,d 
casualty companies and organizations in the United States and Canada. The 
Society has a total membership of 282, consisting of 155 Fellows ,and 127 Asso- 
ciates. The annual meeting of the So~'iety is held in New York in Nox'ember. 

The Society ismms a public,ttion entitled the Proceedb~gs which contains orig- 
inal papers presented at the meetings. The Proccedb~gs also contain discussions 
of papers, reviews of books and current notes. This Year Book is published 
annually and "Recommendations for Study" is a pamphlet which outlines the 
cour:se of study to be followed in connection with the examinations for admission. 
These two booklets may be obtained free upon application to the Secretary- 
Treasurer, 90 John Street, New York 7, N. Y. 
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more 3, Md. 

BERKELE% EaNES~ T., Actuary, Employers Liability Assurance 
Corporation and American Employers Insurance Com- 
pany, Boston 7, Mass. 

BLACK, S. BRUCE, President, Liberty Mutual Insurance Company, 
175 Berkeley Street., Boston 17, Mass. 

BLA~C~AED, RALPH H., Professor of Insurance, School of Busi- 
ness, Columbia Universily, New York 27, N. Y. 

BREInY, WILLIAM, Vice-President, Pacific Mutual Life Insurance 
Company, Los Angeles 55, Cal. 

BRowN, F. STVAaT, Assistant to Vice-President, Bankers Indem- 
nity Insurance Company, 15 Washington Street, 
Newark 2, N. J. 

BROWN, HERBERT D., (Retired), Glenora, Yates County, New 
York. 



.A;'[II.  203 ', 11991 8! 
*Nov. 19, 1929 

*Nov. 18, 1932 

t 

*Nov. 17, 1938 

*Nov. 21, 1930 

*Mar. 20, 1941 

*Nov. 13, 1936 

*Nov. 15, 1918 

*Nov. 17, 1922 

Oct. 27, 1916 

Feb. 19, 1915 
*Nov. 23, 1928 

*Nov. 22, 1934 

*Nov. 22, 1934 

? 

*Nov. 18, 1925 

*Nov. 19, 1926 

*Nor. 22, 1946 

F E L L O W S  

BUCK, GEott(~ B., Consulting Actuary for Pension l,'unds, 150 
Nassau Street, New York 7, N. Y. 

BulumP, WrLLIA~ H., Executive Vice-President. Employers 
Mutual Liability Insurance Company, Wausau, Wis. 

Bvm,i~-c,, WILLIA~ H., Assistant Actuary, Ti~e Travelers Insur- 
ance Company, 700 Main Street, Hartford 15, Conn. 

CAIrn.L, JAMES M., Secretary, National Bureau of Casualty 
Underwriters, 60 John Street, New York 7, N. Y. 

CAMERON, FREELAXO R., Executive Vice-President and General 
Manager, Public National Insurance Co., Miami 
Beach, Florida. 

C_~MgIAeK, EI)Mt'ND E., Vice-President and Actuary, Aetna Life 
Insurance Company, Hartford 15, Conn. 

CAaL~TO~, JOHn- W., Assistant Actuary, Liberty Mutual Insur- 
ance Company, 175 Berkeley Street, Boston 17, Mass. 

CAaLSO.X, THO~AS O., Actuary, National Bureau of Casualty 
Underwriters, 60 John Street, New York 7, N. Y. 

C:u~VEf¢, HARaY C., Professor of Mathematics, University of 
Michigan, Ann Arbor, Michigan. 

CLEARY, AI~'rHU~ E., Midston House, 22 East 38th Street, New 
York 17, N. Y. 

COATES, BA[gRETT N., Coates and Herfurth, Consulting Actuaries, 
620 Market Sireet, San Francisco 4, Calif. 

COATES, CLARENCE S., Third Vice-President, Lumbermens Mutual 
Casualty Company, Mutual Insurance Bldg., Chieage 
40, Ill. 

CO(~SWI.:LL, EI)MUN'I) S., First Deputy Commissioner of Insur- 
ance, 100 Nashua Street, Boston 14. glass. 

COLLIXS, HENRY, (Retired), Timberlane, lloute 4, Easton, Md. 

COMSTOCK, ~,V. PHILLIPS, Statistician, London Guarantee & Acci- 
(tent Company, 55 Fifth Avenue, New York 3, N. Y. 

CONSTABLE. WILLIAM J., Resident Vice-President, Lumbermens 
Mutual Casualty Company, 260 Tremont Street, 
Boston, Mass. 

CooK, EDwix A., Assistant General Manager and Secretary. 
Interboro Mutual Indemnity Insurance Company, 270 
Madison Avenue, New York 16, N. Y. 

COeEL.a-','D, JOHX A., Consulting Actuary, Candler Building, 
Atlanta, Ga. 

CO~COaAN, WILLIAM M., Consulting Actuary, Wolfe, Coreoran & 
Linder, 116 John Street, New York 7, N. Y- 

CUAXE, I'IOWARD G., Vice-President and Treasurer, General Rein- 
suranee Corporation, and North Star Reinsurance Cor- 
poration, 90 John Street, New York 7, N. Y. 

CROt:SE, CHARLES W., Actuary, Manufacturers Casualty Insur- 
ance Company, 16th St. and Pennsylvania Boulevard, 
Philadelphia 3, Pa. 



Admitted 
*Nov. 18, 1932 

*Nov. 18, 1927 

t 

*Nov. 17, 1920 

*Nov. 24, 1933 

*Nov. 15, 1940 

*Nov. 17, 1922 

*Nov. 15, 1935 

? 

? 

*Nov. 15, 1940 

t 

*Nov. 15, 1935 

Feb. 19, 1915 

t 

*Nov. 18, 1927 

*Nov. 22, 1934 

:Feb. 19, 1915 

*Nov. ,'20, 1924 

*Nov. 21, 1930 
*Nov. 13, 1931 

F E L L O W S  

DAvmS, E. ALI.'IIED, Associate Comptroller, Liberty Mutual Insur- 
ance Company, 175 Bcrkeley Street, Boston 17, Mass. 

D.~vIs, EVELY.~ M., Woodward, Ry'm, Sharp & Davis, Consulting 
Actuaries, 41 Park Row, New York 7, N. Y. 

D~:KAY, ECKFORD C., President, DeKay & Compare', 84 William 
Street, New York 7, N. Y. 

D(mV.'ErLEa, PAUL, Actuary, Aetna Ca.-:ualty & Surely Company, 
Hartford 15, Conn. 

EI)V.'AaDS, Jo~I~, Cnsualty Actuary, Ontario Insurance Depart- 
ment, 91 Arundel Avenue, Toronto 6, Ontario, Canada. 

ELLIOT'r, GEOROE B., Chief Actuary, Bureau of Rate l:tegnlation, 
Pennsylwmia Insurance Department, 134 South 4th 
Street, Philadelphia, l 'a. 

ELSTO:,', J:~-~rES S., Assistant Actuary, Life Department, The 
Travelers Insurance Co., 700 Main Street, Hartford 
15, Conn. 

EPP1NK, WALTER T., Vice-President, Merchants Mutual Casually 
Co., Merchants Mutual Building, Buffalo 5, New York. 

F.&CKt.Et b E1)w,um B., Consulting Actuary, l.'ackler & Company, 
8 We~t 40th Street, New York 18, N. Y. 

FALLOW, EVE~mTT S., Actuary, Accident Department, The Trav- 
elers In~nl'anee Co., 700 Main Street, ILqrtford 15, 
Conn. 

F.~LEY, J.~m'Js, Actuary and Asst. Treasurer, ~]-a~sae]lttse[t,: ]l]- 
demnity Co., 632 Beat.on Street, Boston 15, Ma~¢. 

F.'~eRElt, HENaY, In~m'anee Company of North America, 99 John 
Street, New York 7, N. Y. 

FITZtIt'GH, GII.BERT W., Third Vice-President, Metyopolitan Life 
Insurance Co., I M.tdison Avenue. New York 10, N.Y. 

I'~ONDILLER, ~ICH.*,rCD. Woodward and Fondiller, Consulting Actu- 
aries, 90 John Street., New York 7, N.-Y. 

Ft~A-X-K~,L',', CnAmY, s H., (Relired), 6225 Princeton Way, IIaw- 
thorne Hills, Seattle, Washington. 

FItEDRIOK.~ON, (~ARL "H., Actuary, Cana,li'm Underwriters Asso- 
ciation, 55 York Street, Toronto. Canada. 

Ft:LLER, G.~.PJ)NEa V., Manager, Special Risk Department, I.um- 
bermens Mutual Casnalty Co., ~1tt|tla] Insurance 
B](lg., Chicago 40. Ill. 

G..inrlSO.X, Fm.;D S., Seerel:~ry, The Traveler.-: Indrmnily Co., 700 
Main Street, Hartford 15, Conn. 

GINsnuRGH, HAP, OL~ J., \'iee-Presiderd, American Muiual Liabil- 
ity Insurance Co., 142 Berkeley Street, Bo~ton 16, 
Mass. 

GLEN-',', J. BRYA.',-, 5214 First Street, N.W., Washington 11, :D. C. 
GODDARD, RUSSELL P., A~sistant Actuary, American Mutual 

Liability Insurance Company, 142 Berkeley Street, 
' Boston 16, Mass. 



F E L L O W S  
Admitted 

i GOODWIN, EDWARD S., 750 Main Street, Hartford 3, Conn. 
i 

*Nov. 19, 19261 GRAHA-~I, CHARLES ~1., Chief Self-Insurance Examiner, Work- 
men's Compensation Board of N.Y., 80 Cel)ter Street, 
New York 13, N.Y. 

GRAttAM, WmaI.~5~ J.. Vice-Pr(,sident, Equitable Life Assurance 
Society, 393 Seventh Avenue, New York 1, N. Y. 

t GREENE, WINFIELD W., Executi~e Vice-President, General Rein- 
surance Corl)oratiou and North Star Reinsurance Cor- 
poration, 90 John Street, New York 7, N. Y. 

t" HASI~OND, H. Pmaso-',', (Retired), 22 Vamlerbilt Road, West 
Hartford, Conn. 

Oct. 27, 1916 HARDY, EDW.Xm) R., Secretary-Emeritus, Insnrance Institute of 
America, Inc., 80 John Street, New York 7, N. Y. 

Oct. 22, 1915 H*wc~, LEONARD W., (Re~ired), 425 Pelham Manor Road, Pel- 
ham Manor, New York. 

*Nov. 19, 1926 HAUGH, CHARLES J.. Secretary, Compensation and Liability Dept., 
The Travelers Insurance Co., Hartford 15, Conn. 

Oct. 22, 1915 HODGKINS, LEMUEL G., (Retired), 5 Whitman Road, Worcester 5, 
Mass. 

Oct. 22, 1915 tIOLLAXD, CHARLES H., Suite 2001, 165 Broadway,. New York 6, 
N.Y.  

*Nov. 22, 1934 HOOKER, RUSSELL O., Actuary, Connecticut Insurance Depart- 
ment, Hartford 2, Conn. 

Nov. 18, 1932 Ht'EI3NEa, SOLO~,ION S., Professor of Insurance, University of 
Pennsylvania, Philadelphia 4, Pa. 

~- HU~I-IES, CHARLES, (Retired), 285 Smith St., Freeport, N. Y. 

*Nov. 14, 1947 HUGHEY, M. STANLEY, Lumbermens Mutual Casualty Com- 
pany, Mutual Insurance Building, Chicago 40, Ill. 

Nov. 19, 1929 ] Hut,L, RORERT S.. (Deceased November 30, 1947). 
t I HU~NTER, ARTHUR, (Retired), 124 Lloxd Road. Montclair, N. J. 

Feb. 25, 1916 JACKSON', CHARLES W., 74 Quimby Avenue, White Plains, N. Y. 

*Nov. 19, 1929 JACKSOX, HENRY H., Vice-President & Actuary, Nation'd Life 
Insurance Co., Montpelier, Vt. 

*Nov. 14, 1941 JOHNSON, ROGER A., Actuary, Compensation Insurance Rating 
Board, 125 Park Avenue, New York 17, N. Y. 

*Nov. 16, 1939 JONES, HAROLD M., John Hancock Mutual Life Insurance Com- 
pany, Boston 17, Mass. 

*Nov. 17, 1938 KARDO~,'SKY, ELSIE, 66 Corbin Place, Brooklyn 29. N. Y. 

Nov. 17, 1938 KELLY, GREGORY C., General Manager, Pennsylvania Compensa- 
tion Rating & Inspection Bureau, 938 Public Ledger 
Bldg., Philadelphia 6, Pa. 

*Nov. 19, 1926 KELTON, WILLIAM H., Associate Actuary, Life Department, The 
Travelers Insurance Co., 700 Main Street. Hartford 15, 
Conn. 
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Admitted 
*NOV. 21, 1919 

*Nov. 14, 1941 

*Nov. 24, 1933 

Nov. 23, 1928 

Nov. 13. 1931 
*Nov. 24, 1933 

t 

*Nov. 20, 1924 

*Nov. 13, 1936 

? 

*Nov. 23, 1928 

*Nov. 18, 1927 

*Nov. 19, 1926 

May 19, 1915 

*Nov. 15, 1935 

*Oct. 31, 1917 

t 

*Nov. 17, 1938 

? 

*Nbv. 18, 1937 

F E L L O W S  

KIRIr,.PATRICK, A. LooMIs, Manager Insurance Department, 
Chamber of Commerce of the U. S. A., 1615 H Street, 
N.W., Washington 6, D. C. 

KOLODITZKY, MORRIS, Associate Actuary, State Insurance Fund, 
625 Madison Avenue, New York 22, N. Y. 

KOa.XIES, M.~ItK, Consulting Actuary, 285 Madison Avenue, .New 
York 17, N. Y. 

KELP, CLARENCF m., Professor of Insurance, University of Penn- 
sylvania, Logan Hail, 361h Street and Woodland Ave- 
nue, Philadelphia 4, Pa. 

I..t M'o.xT, STE~VART i~I., (Retired), IIotpI Claremont, Bc/'lceley, Cal. 
L.~.xc, c, JOHN R., Chief Actuary, Wi.seonsin Insurance Depart- 

ment, Stale House, Madison 3, Wis. 
I.E.~L, J.,~.~iFS R., Viee-Pre-:ident and Secretttry, ][uterstate Life 

and Accident Co., Interstate Building, 540 McCallie 
Ayenue, Chattanooga 3, Tenn. 

I.r:~.Lm, X, VILI.L~M, General Manager, National Bureau of Casualty 
Underwriters, 60 John Street, New York 7, N. Y. 

I,~XDER, Josr.mI, Consulting Actuary, Wolfe, Coreoran & Linder, 
116 John Street, New York 7, N. Y. 

I, Yo:,s, D.~.~mL J., Associate Actuary, Guardian Life Insurance 
Co., 50 Union Square, New York 3, N.. Y. 

Ma~ovx, WILLJ.~,~I N., (Retired), 33 Fearing Road, Hingham, 
Mass. 

M.~nSit.~LL, R^LPH M., Assistant Actuary, National Council on 
Compensation Insurance, 45 East 17th Street, New 
York 3, N. Y. 

~I.'~STERSON, NOaTON E., Vice-President and Actuary, }tardw'tre 
Mutual Casualty Co. and Hardware De'tiers Mutual 
Fire Insurance Co., Stevens Point, Wis. 

M.&TTII~.WS, At~THUR N., Asst. Actuary, Casualty D(.partment, 
The Travelers Insurance Co., 700 Main Street, Hart- 
ford 15, Conn. 

=~,[AYCRINK, EMMA C., Secretary-Treasurer, A:sociation of New 
York State Mutual Casualty Companies, 60 East 42nd 
Street, New York 17, N. Y. 

.'~cCoN-~ELL, ~IATTHEW H., Underwriter, Employers Mutual 
Liability Ins. Co., 12 S. 12th Street, Philadelphia 7, Pa. 

McM.~.','vs, ROnr.aT J., Statistician, Casualty Department, The 
Travelers Insurance Co., 700 Main Street, Hariford 15, 
COllrl. 

MICIIELBACHER, GrCSTAV 17.. President, Great American Indemnify 
Co., 1 Libcr|y Street, New York 5, N. Y. 

.'~IILLER, JOHN 17[., Viee-Presidenl and Actuary, Monarch Life 
Insurance Company, Springfield, Mass. 

-~IILLIGAN, SAMI.'EL, Vice-President, Metropolitan Life Insurance 
Co., 1 Madi.~on Avenue, New York 10, N. Y. 

MmLS, Jo~"  A., Vice-Pre.~ident and Actuary, Lumbermens 
Mutual Casualty Co. and American Motorists Insur- 
ance Co., Mutual Insurance Bldg., Chicago 40, Ill. 
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Admitted 
*Nov. 

Nov. 19, 1926 

t 

t 

*Nov. 17, 1920 

t 

May 28, 1920 

*Nov. 15, 1935 

¢ 

t 
*Nov. 21, 1919 

*Nov. 21, 1930 

*Nov. 14, 1941 

Nov. 19, 1926! 

*Nov. 24, 1933 1 

*Nov. 17, 1922 

*Nov. 

May 
I 
I 

*Nov. 

May 

F E L L O W S  
! 

18, 19211 MONTGO-~m~Y, Vtc'roa, Presid('nl, Pacific Employers Insurance 
Co., 1033 So. Hope Street, Los Angeles 15, Calif. r 

' Moo-~r:Y, WILLIAM L., (Retired), 47 Pleasant Street, West Hart- 
ford 7, Conn. 

MooRE, GEORGE D., Actuary, National Association of Insurance 
Agents, 80 Maiden Lane, New York 7, N. Y. 

MowBaAv, ALBERT H., Consulting Actuary, 806 San Luis Road, 
Berkeley 7, Calif. 

),IuELLER, LOUIS H., 740 El Camino Del Mar, San Francisco 21. 
Calif. 

MULLANEY, FRANK II.. Vice-President and Secretary, American 
Mutual Liability Insurance Co., and Am.erican Policy- 
holders' Insurance Co., and Vice-President, Allied 
American Mutuat Fire Insurance Co., 142 Berkeley 
Street, Boston 16, Mass. 

NIURPttY, RAY D.. Vice-President and Actuary, Equitable Life 
Assura,.{ce Society, 393 Seventh Avenue, New York 1, 
N . Y .  

OaERHAUS, THOMAS M., Consulting Actuary, Woodward and 
Fondiller, 90 John Street, New York 7, N. Y. 

OLIFIERS, EDWARD, Consulting Actuary, Caixa Postal 8 Perto- 
polls, Rio, Brazil. 

ORE, ROBERT K., 226 S. Logan Street, Lansing, Mich. 
OUTWATER, OLIVE E., Actuary, Benefit Association of Railway 

i Employees, 901 Monti'o~e Avenue, Chicago 13, Ill. 
PERaY.~L&.X, FRANCIS S., Vice-President and Actuary, Eagle In- 

i denmity Co., Globe Indemnity Co. and Royal Indem- 
I nity Co., 150 William Street, New York 8, N. Y. 

PETERS, STEFAN, 1207 Peralta Avenue, Berkeley 5, Calif. 

PHILLIPS, JESSE S., Chairnmn of Board, Great American Indem- 
nit5, Co., 1 Liberty Street, New York 5, N. Y. 

PICKETT, SAMUEL C,, Rating Supervisor, Connecticut Insurance 
Department, Hartford 2, Conn. 

! 
PINNEY, SYDNEY O., 290 Wolcott Hill Road, Wethersfield 9, 

i Conn. 
i 

13, 1931[PRuITT. DUDLEY ~'I., Actuary, General Accident Fire & Life 
i Assurance Corp., Fourth & Walnut Sts., Philadelphia 

5, Pa. 

23, 1919! RicrlA~so~', FREDERICK, Chairman of the Board, General Acci- 
dent Fire and Life Assurance Corporation, Perth, 
Scotland. 

19, 1926 RICtITER, OTTO C., Actuary, American Telephone & Telegraph 
Co., 195 Bro'~dway, New York 7, N. Y. 

24, 1921 1 R1EGr.:L, ROBEI~T, Professor of Statistics and Insurance, University 
t of Buffalo, Buffalo 14, New York. 



Admitted 
*NOV. 14, 1947 

*Nov. 16, 1923 

'*Nov. 14, 1947 

*Nov. 17, 1943 

*Nov. 14, 1917 

*Nov. 14, 1947 

*Nov. 20, 1942 

*Nov. 18, 1937 

*Nov. 13, 1931 

*Nov. 24, 1933 

*Nov. 19, 1929 

*Nov. 19, 1929 

*Nov. 18, 1932 

*Nov. 15, 1940 

*Nov. 24, 1933 

Nov. 18, 1927 

Oct. 22, 1915 

*Nov. 17, 1920 

12 

F E L L O W S  

RODErt.~IUND, ~I.4TTItEW, Actuary and Assistant Comptroller, 
Inierboro Mutual Indemnity Insurance Company, 
270 Madison Avenue, :New York 16, N. Y. 

ROEnEa, WILLIA~I F., General Manager, National Council on 
Compensation Insurance, 45 East 17th Street, New 
York 3, N. Y. 

ROSENBERG, NOR~I.~N, A('ttlary, Public Service Mutual Insurance 
Company, 342 Madison Avenue, New York 17, N. Y. 

ROSS, SA:~IUEL ~]., Asst. Actuary, National Bureau of Casualty 
Underwriters, 60 John Street, New York 7, N. Y. 

ROWELL, Jotl~ H., Group Insurance Actuary, Connecticut Gen- 
era] Life Insurance Company, Hartford 2, Conn. 

SALZMANN, RUTH, Aasistant Actuary, Hardware Mutual Casualty 
Company, Stevens Point, Wisc. 

SATTI'RTHV.'AITE, Fa.~xxux E., General Electric Company, 4110 
Bowser Avenue, 17oft Wayne, Ind. 

SHAI'IRO, GEOIt~E I., First Vice-Fre~ident and General Manager, 
Pul)]ic Service .Mutual Inure'ante Co., 342 -Madison 
Avenue, New York 17, N. Y. 

S:r.wcm~t.~.',', DAvm, c/o Wolfe, Coreoran & Linder, 116 John 
Street, New York 7, N. Y. 

SIXXOTT, Rom'ltW V., Assistant Secretary, Hartford Accident and 
Indemnity Company, 690 Asylum Ave., Hartford 15, 
Conn. 

SKELDING, ALar.nw Z., Achmry, National Council on Compensa- 
tion Insm'ance, 45 East 17th Street, New ):'ork 3, N. Y. 

SK:LHXC, S, E. Sn,w, Actuary, Allstate Insurance Co., 20 North 
Wacker Drive, Chicago 6, Ill. 

S.mcK, J,cK J., Associate Actuary, Woodward and Fondiller, Con- 
suiting Actuaries, 90 J'ohn Street, New York 7, N r. Y. 

Stows, S[:vMova E., Assistant Secretary, Casualty Department, 
The Travelers Insurance Co., Hartford 15, Conn. 

ST. Jo~x, JoJt.',' B., Associate Actuary, Towers, Perrin, Forster & 
Crosby, Inc., 12 South 12th Street, Philadelphia 7, Pa. 

STONE, EDWARD C., Chairman of the Board, Employers' Liability 
Assurance Corporation, Limited, and American Em- 
ployers' Insurance Company, 110 Milk Street, Boston 
7, Mass. 

STnoNc., W1lz.:.~ :Racx:.~D. No. 4 "Sheringh:un," Cotham Road, 
Kew, ¥ictoriG Australia. 

T.-~I~i~ELL, T]to~L~S ]7  ActunD'. Casualty Department, The 
Travelers Insurance Co., 700 Main Street, Hartford 
15, Conn. 

THo.~tvsox, JOHN S.. President. Mutual Benefit Life Insurance 
Co., 300 Broadway, Newark 4, N. J. 

TR,uN, Jom~ L., President and General Manager, Utica Mutual 
Insm'ance Co., 185 Genesee Street, Utica 1, New York. 
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Admitted 
Nov. 17, 1922 

*Nov. 14, 1947 

*Nov. 23, 1928 

*Nov. 21, 1919 

*Nov. 17, 1920 

*Nov. 15, 1935 

*Nov. 18, 1925 

*Nov. 14, 1947 

*Nov. 15, 1935 

No~'. 14, 1941 

*Nov. 13, 1931 

t 

May 24, 1921 

F E L L O W S  

TI~.~vE~tsI, A.~o_~-Io T., Consulting Actuary and Accountant, Bank 
of Adelaide Chambers, Margaret St., Sydney Australia. 

UHTHOF~, DUNHAa R., Supervisor Actuarial Department, National 
Council on Compensation Insurance, 45 East 17th 
Street, New York 3, N. Y. 

YALERIUS, NELS ~I., Assistant Actuary, Aetna Casualty and 
Surety Co., Hartford 15, Conn. 

VAN TCYL, IhnA-~ O., Supt., Accounts Department, London 
Guarantee & Accident Co., 55 Fifth Avenue, New 
York 3, N. Y. 

WAXT~, ALA:," W., Secretaw, Aetna Casualty and Surety Co., 
Hartford 15, Conn. 

WaITE, Haaav V., Actuary, The Travelers Fire Insurance Co., 
700 Main Slreet, Itartford 15, Conn. 

WARREN, LLOYD A. It., Professor of Actuarial Science, University 
of Manitoba, 64 Niagara Street, Winnipeg, Manitoba, 
Canada. 

WIEI)ER, JOHN W., Ja., Aetna Casualty and Surety Company, 
Hartford 15, Conn. 

WILLIaX~S, HARaY V., Assistant Secretary, ttartford Accident and 
Indemnity Co., Hartford 15, Conn. 

WILLL~MSON, WILLIAM R., President. The Wyatt Company, 1029 
Vermont Avenue, N.W., Washington 5, D. C. 

WITTICK, HERBEaT E., Secretary, Pilot Insurance Co., 199 Bay 
Street, Toronto, Canada. 

WOLFE, LEE J., Consulting Actuary, Wolfe. Corcoran & Linder, 
116 John Street, New York 7, N. Y. 

~ WOOD, AaTHUa B., President and Managing Director, Sun Life 
Assurance Company of Canada, Montreal, Canada. 



]4 

ASSOCIATES 

Those marked (*) have been enrolled as Associates upon examination by the 
Society. 

Admitted 
May 23, 1924 

*Nov. 15, 1918 

*Nov. 16, 1939 

Apr. 5, 1928 

Nov. 15, 1918 

*Nov. 21, 1930 

*Nov. 16, 1939 

*Nov. 24, 1933 

*Nov. 23, 1928 
*Nov. 15, 1940 

*Nov. 18, 1925 ! 

Nov. 17, 1920 

*Nov. 15, 1940 

*Nov 22, 1934 

*Nov. 23, 1928 

*Nov. 15, 1918 

*Oct. 22, 1915 

*Nov. 20, 1924 

Mar. 31, 1920 

Nov. 17, 1922 

*Nov. 18, 1927 

*Nov." 14, 1947 

ACKER, ,~,IILTOI'~, Manager, Compensation and Liability Division, 
National Bureau of Casualty Underwriters, 60 John 
Street, New York 7, N. Y. 

ACXERX~A.~, SAUL B., Professor of Insurance, New York Univer- 
sity, 90 Trinity Place, New York 6, N. Y. 

AI.'¢, S^~w;t, N., Pension Trust Division, Bureau of Internal 
Revenue, Washington, 25, D. C. 

ALLE.~, AI'STL~ F., President and General Manager, Texas Em- 
ployers Insurance Association and Emplpyers Casualty 
Co., Dallas 1, Texas. 

A,~ERS, ROBERT E., Secretary and Treasurer, Continental Life 
Inmn'ance Co., Investment Building, Washington 5, D.C. 

ARc~maLl), A. EDW.~HD, Vice-President and Actuary, ¥ohmteer 
State Life Insurance Company, Chattanooga 1, Tenn. 

BArnEY, ARTttVR L., Chief Actuary, Rating Bureau, State Insur- 
ance Department, 61 Broadway, New York 6. N. Y. 

BAr~ao:% JA.~ES C., A~st. Treasurer, General Reinsurance Corpo- 
ration, 90 John Street, New York 7, N. Y. 

BATEMAN, ARTI-IUR E., 121 Raymond Street, Cambridge, Mass. 
B^wHo, BRUCE, Associate Actuary, Life Insnrance Company of 

Georgia, Atlanta 1, Georgia. 
BITTEL, W. HAROLD, Chief ActuaLa', Department of Banking and 

Insurance, Trenton 7, New Jersey. 
BLACK, N~-LL.~S C., Manager, statistical Department, .Maryland 

Casualty Co., Baltimore 3, Md. 
BL.~eKHALL, JoI~IX M., California Western States Life Insurance 

Company, Sacramento, Calif. 
BOMSI~, ]~DV,'.aaD L., Supt. New York Met. Special Risks, Royal 

Indemnity Co., 150 William Street, New York 8, N. Y. 
BOWER, PERRY S., Great West Life Assurance Co~ppany, Winni- 

peg, Manitoba, Canada. 
BItUNNQUIgLL, ]-IE:bMUTH G., Assistant ActualT, Th~ Northwestern 

Mutual Life Insurance Co., Milwaukee 2, Wis. 
BUFFLER, LOL'TS, Director, Underwriting Department, State Insur- 

ance Fund, 625 Madison Avenue, New York 22, N. Y. 
BL'C~BEE, JAZ~fES M., Manager, Automobile Department, Mary- 

land Casualty Co., Baltimore 3, Md. 
BURT, MAR¢.~RF~T A., Office of George B. Buck, Consulting Actu- 

ary, 150 Nassau Street, New York 7, N. Y. 
CAVAXACQ~I, LEO D., President, Federal Life Insurance Co., 168 

N. Michigan Avenue, Chicago 1, Ill. 
CHS~', S. T., Actuary, China United Assurance Society, 104 

Bubbling Well Road, Shanghai, China. 
CLANK, JOHN W., Casualty Actuarial Department, Travelers In- 

surance Company, 700 Bc[a[n Street, ttartford 15, Conn. 
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Admitted 
*Nov. 18, 1927 

*Nov. 24, 1933 

*Nov. 18, 1932 

*Nov. 18, 1925 

*Nov. 24, 1933 

A S S O C I A T E S  

COXROD, S~vAar F., Actuary and Assistant Treasurer, Loyal Pro- 
tective Life Insurance Co., 19 Deerfield Street, Boston 
15, Mass. 

CEAWFORD, WmLL~M H., Secretary, Fireman's Insurance Co. of 
Newark, N. J. & Affiliated Fire & Casualty Co.'s 
Pacific Dept., 220 Bush Street, San Francisco 4, Cal. 

CRISIMINS, JOSEPH B., Assistant Actuary, Metropolitan Life In- 
surance Co., 1 Madison Avenue, New York 10, N. Y. 

DAVIS, M*LVL'," E., Actuary, Metropolitan Life Insurance Co., 
1 Madison Avemte, New York 10, N. Y. 

DAVIS, REGINALD S,, Assistant. Commissioner, Division of Real 
Estate, State of California, 1020 N Street, Sacramento, 
Calif. 

*Nov. 14, 1941 DowLIXI~, I, VILLIA-~I F.. Asst. Treasurer, Lumber Mutual Casnal~y 
Co., 41 E. 42nd Street, New York 17, N. Y. 

May 25, 1923 EeoNo~m~', HARILAUS E., 1817 Center Street, Galveston, Texas. 
June 5, 1925 EGEa, Fa*5"K A., Secretary, Indemnity Insurance Co. of North 

America, 1600 Arch Street, Philadelphia 3, Pa. 
*Nov. 16, 1923 F1TZ, L. LEaOY, Group Department, John Hancock Mutnal Life 

Insurance Company, Boston 17. Mass. 
*Nov. 16, 1923 FLEM~Na, FRANK A., Actuary, General Manager, Mutual Ca~ 

unity Rating Bureau, 60 East 42nd Street, New York 
17, N. Y. 

Nov. 20, 1924 FROBERG, JO~N, Manager, California Inspection Rating Bureau, 
500 Sansome Street, San Francisco 11, Calif. 

*Nov. 13, 1936 FRUECHTEMEYER, FRED J., Accountant, Andrew Jergens Company, 
Cincinnati, Ohio. 

*Nov. 19, 1929 FURNIVALL, ~IAURICE L., Assistant Actuary, Accidenl Depart- 
' ment, The Travelers Instu'ance Co., 700 Main Street, 

Hartford 15, Conn. 
*Nov. 14, 194'/ GARDINER, JAMES B.. Metropolitan Life Instn-anee Co., 1 Madison 

Avenue. New York 10, N. Y. 
*Nov. 14, 1947 GEORGE, J. H,  Assistant Actuary, National Life Insurance Co., 

Montpelier, Vt. 
*Nov. 18, 1932 GET~AX, RIeIJARD A., Life Actuarial Department, The Travelers 

Insurance Co.. 700 Main Street, Hartford 15, Conn. 
*Nov. 17, 1922 Gmsox, JosEpIt P.. JR.. Vice President. and General Manager, 

Excess Insurance Company of America. 99 John Street, 
New York 7, N. Y. 

*Nov. 16, 1923 GraDE.S, JA:~tES F., The Travelers Insurance Co., 700 Main Street, 
Hartford 15. Conn. 

*Nov. 14, 1947 GIXGERY, ST.XXLEY W., Acting Supervisor, The Prudential In- 
surance Co., Newark, N. J. 

Nov. 19. 1929 GoaDox, I-I*RoLD I/.. Managing Director. Health & Accident 
Underwriters Conference, 176 We=t Adams Street, 
Chicago 3. Ill. 

*Nov. 18, 1927 GREEN-, WALTER C., Consulting Actuary, 211 West Waeker Drive. 
Chicago 6. Ill. 

*Nov. 15, 1940 GROSSS~AN. EH A., Adminis(ralor (Actuarial), lrnited Stnte~ Life 
Insurance Co., 84 William St., New York 7. N. Y. 
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Admitted 
*Nov. 15, 1935 

*Nov. 16, 1939 

*Nov. 18, 1921 

*Nov. 17, 1922 

*Nov. 13, 1936 

Mar. 24, 1932 

*Mar. 25, 1924 

Nov. 21, 1919 

Nov. 17, 1927 

*Nov. 16, 1945 

Nov. 19, 1929 

*Nov. 18, 1921 

Nov. 21, 1930 

*Nov. 21, 1919 

*Nov. 15, 1940 
*Nov. 17, 1922 

*Nov. 15, 1935 

*Nov. 16, 1939 

*Nov. 18, 1937 
*Nov. 17, 1938 
*Nov. 14, 1947 

*Nov. 13, 1931 

Mar. 24, 1932 

*Nov. 18, 1925 

A S S O C I A T E S  

GUERTIN, ALFItED •., Actuary, American Life Convention, 230 N. 
Michigan Ave., Chicago 1, Ill. 

H.~GE~, OLAF E., ~letropolitan Life Insurance Company, 1 
Madison Avenue, iNew York I0, N. Y. 

H..~GARD, ROBERT E., Supervisor, Permanent Disability Rating 
Dureau, Industrial Accident Commission, 965 Mission 
~treet, San Francisco 3, Calif. 

I-IALL, H.*.RTWELL L., Associate Actuary, Connecticut Insurance 
Department, Hartford 2, Conn. 

tlAM, H~'(~H P., Assistant General Manager, Western Assurance 
Company, Toronto, Canada. 

H.~ams, SCOTT, Vice-President, Joseph Froggatt & Co., 74 Trinity 
Place, New York 6, N. Y. 

H^av, WARD Vm," BUlgES, Assistant Actuary, Connecticut General 
Life Insurance Co., Hartford 2, Conn. 

H.~YDo~, GEORC.E F., General Manager, Wisconsin Compensation 
Rating & Inspection Bureau, 715 N. Van Buren Street, 
Milwaukee 2, Wis. 

H~PP, G~-~DY H., Executive Vice-President, Liberty Life Insurance 
Co., Greenville, S. C. 

HOLZ~N(~ER, ERNEST, Actuary, Pension Planning Company, 527 
Fifth Avemm, New York 17, N. Y. 

J^coBs, CARL N., President, Hardware Mutual Casualty Co., 
Stevens Point, Wis. 

Js~'s~.~', EDWAr~D S., Supt., Group Department, Occidental Life 
Insurance Co., Los Angeles 55, Calif. 

Jo~Es, H. LLow, Deputy General Attorney, of Phoenix-London 
Group, Vice-President, Phoenix Indemnity Company, 
and Deputy United States Manager, London Accident 
& Guarantee Co., 55 Fifth Avenue, New York 3, N. Y. 

JONES, LOmzG D., (Retired) 64 Raymond Ave., Rockville Centre, 
Long Island, N. Y. 

KELLY, ROBERT G., 2127 California St., Washington 8, D. C. 
KIRK, CaRL L., Assistant U. S. Manager, Zurich General Accident 

& Liability Insurance Co., 135 South LaSalle Street, 
Chicago 3, Ill. 

KITZROW, ERWIN W., Vice-President, Hardware Mutual Casualty 
Co., Stevens Point, Wis. 

K.XOWLES, FR~D~mCK, 5724 Mountain Sights Ave., N. D. G., 
Montreal, Canada. 

LASSOW, WtLLL~, 185 206th St., Bronx 58, New York. 
LmBLmN, JULIUS, 2710-29th Street, S. E., Washington 20, D. C. 
LUF~I~, ROSEaT W., Liberty Mutual Insurance Co., 175 Berkley 

Street, Boston, Mass. 
.M.~cKsE-~, HAROLD E., The Travelers Insurance Co., 700 Main 

Street, Hartford 15, Conn. 
MACR.~TR, JOSEP~ J., :Executive Assistant, Chubb & Sons, 90 

John Street, New York 7, N. Y. 
M.J.LMUTH, JACOB, Examiner, New York Insurance Department, 

61 Broadway, New York 6, N. Y. 
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Admhtcd 
Mar. 24, 1927 

*Nov. 13, 1936 

*Nov. 17, 1922 

*Nov. 17, 1922 

*Nov. 13, 1931 

*Nov. 

May 

*Nov. 21, 1919 

*Nov. 14, 1947 

*Nov. 18, 1937 

*Nov. 15, 1935 

*Oct. 

May 

A S S O C I A T E S  

*Nov. 19, 19261 

Nov. 20, 1924t 

~Nov. 14, 19471 

Nov. 19, 1929 

*Nov. 17, 1920 

*Nov. 23, 1928 

*Nov. 17, 1922 

.X, IAIISH, Ctt.'~RLES V. t:l., (Retired), 3413 Foreet Park Avenue, 
Baltimore 16, Md. 

MAYEn, W1LLIAM H., Ja., Actuarial Department, Metropolitan 
Life lnsuran~c Co., 1 Madison Avenue, New York 10, 
N.Y.  

Mch'~n, ROSS\VlgLL A., h~'tuary, Washington National Insurance 
Co., 610 Church Street, Evanston, Ill. 

MleHEXER, SAMUEL M., Actuary, Columbus Mutual Life In~ur- 
ancc Co., 303 East Broad Street, Columbns 15, Ohio. 

MILLER, HEN tlY L;., Coml)t roller and Actuary, State Compensation 
In~-urance Fund, 450 McAllister Street, San Francisco 

i 2, Calif. 
19, 1926 [ MXLXE, JIm:~ L., Actuary, Phih, delphia Life Insurance Company, 

111 North Broad Street, Philadelphia 7, Pa. 
17, 19221 MO.XTGOMEh~', JOHN C.. Secretary and Treasurer, Bankers Indent- 

niis, lnsuran-e Co., 15 Washington Street, Newark 2, 
N . J .  

25, 1923 ' Moo~, JosEPH P., Pre~-idcnt, North American Accident Insurance 
Co.. 455 Craig Street, W., Montreal, Canada. 

MeTHEnSILL, ROLLA-~D V., Chairman of the Board, Anchor Cas- 
ualty Co., Anchor Insurance Building, 2700 University 
Avemle, St. Pmfl 4, Minn. 

MuWrERICH, GEORGE C., Lumber Mutual Casualty Insurance 
Company of New York, 41 East 42nd Street, New 
York 17, N. Y. 

MYEns, ROBEnT J., Actuarial Consultant, Social Security Admin- 
istration, Washington 25, D. C. 

NELSOn, S. TVLEn, Casualty Actuary, Casualty Rating Division, 
Illinois Insurance Department, Springfield, Ill. 

27, 1916[ NEWELL, WmU^M, (Retired), 1225 Park Avenue, New York 28, 
N.Y.  

1925 NiciioLso-x'. EARL H., Acinary, Joseph Froggatt & Co., 74 Trinity 
18, 1 Place, New York 6, N. Y. 
23, 1919 OTTO, W.~LTER E., President, Michigan Mutual Liability Co., 163 

l Madison Avenue, Detroit 26, Mich. 
OVE~HOLSEa, DONAL1) M., Office of George B. Buck, Consulting 

Actuary, 150 Nassau Street, New York 7, N. Y. 
PENNOCK, RICHAP~O M., Actuary, Pennsylvania Mamffaeturers' 

A~aociation Casualty Insurance Co., Finance Buihling, 
Philadelphia 2, Pa. 

PEnav, tlonr:a~ C., Vice President and Actuary, State Farm Life 
In, urance Company, Bloomington, Ill. 

PttlLLIPS, JOHN H.. Vice-President and Actuary, Employers' 
Mulual Liability Insurance Co., Wausau, Wis. 

PIKE, ]~IORIIIS. Associate Actuary. John Hancock Mutual Life 
Insurance Co., Boston 17, Mass. 

PIPER, ](ENNETH B.. Vice-President and Actuary, Provident IAfe 
and Ae.cident Insurance Co., Chattanooga 2, Tenn. 

POORMAN, "~,~,'ILLIAM F.. Vice-President and Aehlary, Central Life 
Assurance Society, Fifth and Grand Avenues, Des 
Moincs 6, Iowa. 
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Admitted 
*Nov. 13, 1936 

Nov. 17, 1922 

*Nov. 15, 1918 

Nov. 19, 1932 

*Nov. 1S, 1932 

*Nov. 18, 1927 

Nov. 16, 1923 

*Nov. 14, 1947 

*Nov. 14, 1947 
*Nov. 20, 1930 

*Nov. 20, 1924 

Nov. 15, 1918 

*Nov. 18, 1921 

*Nov. 19, 1926 

*Nov. 18, 1925 

*Nov. 15, 1918 

Nov. 20, 1924 

*Nov. 16, 1923 

*Nov. 21, 1930 

*Nov. 21, 1919 

*Nov. 14, 1947 

*Nov. 20, 1924 

*Nov. 14, 1947 

A S S O C I A T E S  

POTOFSKY, S'*'L','IA, Senior Actuary, State Insurance Fund, 625 
Madison Avenue, New York 22, N. Y. 

POWELL, JOHN" M., Pre.~ident, Loyal Protective Life Insurance 
Co., 19 Deerfield Street, Boston 15, Mass. 

I{AY'¢¢ID, JOSEPH, P,'esident, Joseph Raywid & Co., Inc., 92 
William Street, New York 7, N. Y. 

RiCItAm)Soz,-, HARRY F., Secretary-Treasurer, National Council on 
Compensation Insurance, 45 East 17th Street, New 
York 3, N. Y. 

ROBERTS, ,]'ASIES A., Life Actuarial Department, The Travelers 
[ Insurance Co., 700 Main Street, Hartford 15, Conn. 
SARASO:,', H.~RRY M., Associate Actuary, General American Life 

Insurance Co., 1501 Locust Street, St. Louis 3, Me. 
SAWYER, AI~THUR. Globe Indemnity Co., 150 William Street, New 

York 7, N. Y. 
SCA.~t~m.',-, L.&wR~..',-CI.: W., Actuary, Massachusetts Rating and 

Inspection Bureau, 89 Broad Street, Boston, Mass. 
SCHW.~aTZ, M,~x J., State Insurance Department, Albany; 1", N. Y. 
SEVJLLA, EXEQUIEL S., Manager, National Life Insurance Co., 

Regina Building, Manila, Philippines. 
SHEPPARD, NORRIS ]~., Professor of Mathematics, University of 

Toronto, Toronto 5, Canada. 
StaLEr, Jott-'," L., Assistant Secretary, United States Casualty Co., 

60 John Street, New York 7, N. Y. 
S~HT~, Aawirva G., Assistant General Manager, Compensation 

Insurance Rating Board, Pershing Square Bhtg., 125 
Park Avemm, New York 17, N. Y. 

S0.'t.IERVILLE, WILLI.4.3I F., Sccreta~T, St. Paul Mercury Indemnity 
Co., St.. Paul 2, Minn. 

SOMMEn, AR~tA.N'D, Supt. of Agencies, Continental Casualty Co., 
910 So. Michigan Avenue, Chicago 5, Ill. 

SPE~'CER, H.~.nOLD S., Statistician,Aetna Casualty anti Surety Co., 
Hartford 15, Conn. 

STELLWAGEN, ~ERBERT P., Executive Vice-President, Indemnity 
Insurance Company of North America, 1600 Arch 
Street, Philadelphia 3, Pa. 

S~oxv., I,:E.WDalCr:. Actttary, Michigan Mutual Liabilily Com- 
pany, 163 Madison Avenue, Detroit 26, Mich. 

SVLLrVA~, W.SLTEn F., Asst.. ActuatT, State Compensation Insur- 
ance Fund, 450 McAIlister Street, San Francisco 2, 
Calif. 

Ta~NcH, FaEDERICK II.. Manager, Underwriting Department, 
Utica Mutual Insurance Co., 185 Genesee Street, 
Utica I, N. Y. 

TuaN~a, PAt'L A., Assistant Actuary. Joseph Froggath & Co., 
74 Tri,~ity Place, New York 6, N. Y. 

"['rHI~. hi. ELIZABETH. National Bureau of Casualty Underwriters, 
60 John Street, New York 7, N. Y. 

VERC, AN-O, ELI.',, Compensation Insurance Rating Board, 125 Park 
Avemm, New York 17, N. Y. 
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Admitted 
May 

*~OV. 

*~=OV. 

*Nov. 21, 1930 

Mar. 21, 1929 

*Nov. 18, 1927 

*Nov. 16, 1939 

*Nov. 14, 1947 

*Oct. 

*Nov. 18, 1937 

*Nov. 18, 1927 

*Oct. 2 2 ,  1915 
*Nov. 22, 193t 

*Nov. 

A S S O C I A T E S  

23, 1919 W*RaEN, C~.*~LrS S., Secretary, Massachusetts Automobile 
' Rating and Accident Prevention Bureau, 89 Broad 

Street, Boston 10, Mass. 
Vm.~STmN. MAx S,  Actuary, New 5~ork State Employees R - 18, 1932 \ . . . . . .  • . 7 

firement System, 256 Washington Ave., Albany 1, N. ~2. 
18, 1925 WELLMA-X, ALEX^NDEa C., Vice-President, Protective Life In- 

surance C o . ,  Birmingham, Ale. 
WLLLS, WaLTOn I., Asst. Actuary, State Mutual  Life Assurance 

Co., Worcester 8, Mass. 
\V~EEU~R, CgAm,ES A. Chief Examiner of Casualty Companies, 

New York Insurance Department., 61 Broadway, New 
York 6, N. Y. 

\VmTBREAD, FR.~NK G., Vice-President, Reliance Life Insurance 
Company, Pittsburgh, Pa. 

WITTL,~KE, J. CLARKe, Assistant Actuary, Business Men's 
Assurance Company, Kansas City 10, Me. 

I '~\'OLFRUM, RICttARD J., Actuarial Department,  Liberty Mutual 
Insurance Company, 175 Berkley Street, Boston, Mass. 

o" 191atwoo,, Do~.~Ln M., Childs & Wood, General Agents, Royal 
" "  Indemnity Company, 175 W. Jackson Blvd., Chicago 

4, Ilh 
\VooD, DOXAL9 M.. Jm, ('ldlds & Wood, 175 West Jackson Blvd., 

Chicago 4, I11. 
WOOD, Mu,xo~ J.. As,~ocia~e A c t u a r y ,  Life I)epartment,  The 

Travelers Insurance Co., 700 Main Street, Hartford 
15, Conn. 

' WOODSIA~, CHAr~ES E., (Retired), 75 Norman Place, Tenafly, N.J. 
WOODW^P~, B.~r~AnA H.. Hughes, Hubbard & Ewing, 1 Wall 

Street, New York 5, N. Y. 
18, 1925 WOOLERY, JAM~S M., Vice-President and Actuary, Occidental 

Life Insurance Company, Raleigh, North Carolina. 

SCHEDULE OF MEMBERSHIP, NOVEMBER 14, 1947 

Fellows 

150 Membership, Novemb~!r 22. 1946 . . . . . .  

Additions : 
By election . . . . . . . . . . . . . . . . . . . . . . . . .  i "" 
By reinstatement . . . . . . . . . . . . . . . . . .  ,q 
By examination . . . . . . . . . . . . . . . . . . . . . . .  ] 

I 
i 

Deductions : i 
By death . . . . . . . . . . . . . . . . .  ' 3 
By withdrawal . . . . . . . . . . . . . . . .  i 1 
By transfer from Associate to I:el!ow .. 

Membership, November  14, 1947 . . . . . .  [ 155 

Associates Total 

125 275 

i2 21 

137 296 

127 282 
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OFFICERS OF THE SOCIETY 
S i n c e  D a t e  of  O r g a n i z a t i o n  

Elected 
1914-1915 
1916-1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924-1925 
1926-1927 
1928-1929 
1930-1031 
1932-1933 
1934-1935 
1936-1937 
1938-1939 
1940 
1941 
1942 
1943-1944 
1945-1916 
1947 

Presiden t Vice-Presiden ts 
*I. M. Rubinow A . H .  Mowbray *B. D. 17lynn 
"5. D. Craig *J. H. Woodward *g .  E. Ryan  
*J. If .  Woodward *]3. D. F lynn G . D .  Moore 
*B. D. F lynn  G . D .  Moore W. Leslie 

A. If. Mowbray W. Leslie *L. S. Senior 
A. H. Mowbray  *L. S. Senior *H. E. Ryan  

.*It. E. Ryan G . F .  Michelbacher E. E. Cammack 
W. Leslie G . F .  Michelbaeher E. E. Cammack 
G. F. Michelbaeher  *S. B. Perkins 1~. I t .  ]31anchard 

*S. B. Perkins G . D .  Moore T . F .  Tarbell  
G. D. Moore S . D .  P inney P. Dorweiler 
T. F. Tarbell  *R. A. Wheeler W . W .  Greene 
P. Dorweiler W . F .  Roeber  *L. S. Senior 
W. W. Greene R . H .  Blanehard C. ,I. Haugh 

*L. S. Senior S . D .  Pinney F . S .  Per ryman 
F. S. Per ryman H . T .  Barber  W. J'. Constable 
S. D. P inney  H . J .  Ginsburgh J . M .  Cahill 
R. H. Blanchard I t .  J. Ginsburgh J . M .  Cahill 
R. H. Blanchard Albert  Z. Skelding Charles J. Haugh 
I t .  J. Ginsburgh Albert  Z. Skelding Charles J. Haugh 
C. J. Haugh J . M .  Cahill  t I .  V. Williams 
J. M. Cahill t t a r m o n  Barber  Russell P. Goddard 

Secretary-Treasurer 

1914-1917 . . . . . .  *C. E. Seattergood 
1918-1947 . . . . . . . . . . . .  

Editor? 
1914 . . . . . . . . . . . . .  W. W. Greene 
1915-1917 . . . . . . . . . . .  :R. Fondiller 
1918 . . . . . . . . . . . . . .  W. W. Greene 
1919-1921 . . . .  G. F. Michelbacher 
1922-1923 . . . . . . . .  O. E. Outwater 
1924-1932 . . . . . . . .  R. J. McManua 
1933-1943 . . . . . . . . .  *C. W. Hobb~ 
1914-1947 . . . . . . . .  E. C. Maycrink 

R. Fondiller 

Librariant 
1914 . . . . . . . . . . . . . .  W. W. Greene 
1915 . . . . . . . . . . . . . . . .  R. Fonditlet 
1916-1921 . . . . . . . . . . .  L. I. Dublin 
1922-1924 . . . . . . . . . . .  E. R. t ta rdy  
1925-1937 . . . . . . . . . . . . .  W. Breiby 
1937-1947 . . . . . . . . . .  T. O. Carlson 

*Deceased. 
tThe offices of Editor and Librarian were not separated until 1916. 



2I 

FELLOWS WHO HAVE DIED 
The (t) denotes original membership at (late of organization, November 

Admitted 
May 24, 1921 

1915 
1925 

May 19, 
June 5, 

? 
Nov. 18, 
Feb. 19, 

Feb. 

May 

May 

May 

Feb, 

May 
Feb. 

May 
Oct. 
Oct. 
May 

Nov. 

~C)V. 
M ay 
~OV. 

Nov. 

May 
-~OV. 
~OV. 
Oct. 

Feb. 
Feb. 
Nov. 
NOV. 

1932 
1915 

t 
19, 1915 
t 
t 
t 
t 
26, 1916 
? 
t 
? 
19, 1915 
t 
19, 1915 
? 
19, 1915 
t 
¢ 
26, 1916 
25, 1916 
¢ 
t 
19, 1915 
22, 1915 
22. 1915 
25, 1923 
? 
? 
21, 1919 
¢ 
15, 1918 
23, 1924 
19, 1926 
t 
21, 1919 
¢ 
28, 1921 
19, 1915 
23, 1928 
18, 1921 
22, 1915 
? 

17, 1915 
19, 1915 
17, 1922 
18, 1921 

7, 1914 

Edward J. Bond 
Thomas Bralshaw 
William Brosmith 
William A. Budlong 
Charles H. Bm'hans 
F. Highlands Burns 
Raymond V. Carpenter 
Gordon Case 
Charles T. Conway 
Walter G. Cowles 
James D. Craig 
James McIntosh Craig 
Frederick S. Crum 
Alfred Burnett Dawson 
Miles Menander Dawson 
Elmer H. Dearth 
Samuel Deutschberger 
Ezekiel Hinton Downey 
Earl O. Dunlap 
David Parks Fackler 
Claude W. Fellows 
Benedict D. Flynn 
Charles S. Forbes 
Lee K. Frankel 
Joseph Froggatt 
Harry Furze 
Theodore E. Gaty 
James W. Glover 
George Graham 
Thompson B. Graham 
William A. Granville 
William H. Gould 
Robert Cowen Lees Hamilton 
Robert IIen(lerson 
Robert J. Hilbts 
Frank Webster Hinsdale 
Clarence W. Hobbs 
Charles E. Hodges 
Frederick L. Hoffman 
Carl Hookstndt 
Bm'ritt A. Hunt 
William Anderson Hnteheson 
William C. Johnson 
F. Robertson Jones 
Thomas P. Kearney 
Virgil Morrison Kime 
Edwin W. Kopf 
John M. Laird 
Abb Landis 
Arnette Roy Lawrence 
James Fulton Little 

Died 

Nov. 12, 1941 
Nov. 10, 1939 
Aug. 22, 1937 
June 4, 1934 
June 15, 1942 
Mar. 30, 1935 
Mar. 11, 1947 
Feb. 4, 1920 
July 23, 1921 
May 30, 1942 
May 27, 1940 
Jan. 20, 1922 
Sept. 2, 1921 
June 21, 1931 
Mar. 27, 1942 
Mar. 26, 1947 
Jan. 18, 1929 
July 9, 1922 
July 5, 1944 
Oct. 30, 1924 
July 15, 1938 
Aug. 22, 1944 
Oct. 2, 1943 
July 25, 1931 
Sept. 28, 1940 
Dec. 26, 1945 
Aug. 22, 1925 
July 15, 1941 
Apr. 15, 1937 
July 24, 19t6 
Feb. 4. 1943 
Oct. 28, 1936 
Nov. 15, 1941 
Feb. 16, 1942 
May 17, 1940 
Mar. 18, 1932 
July 21, 1944 
Jan. 22, 1937 
Feb. 23, 1946 
Mar. 10, 1924 
Sept. 3, 1943 
Nov. 19, 1942 
Oct. 7, 1943 
Dec. 26, 1941 
Feb. 11, 1928 
Oct. 15. 1918 
Aug. 3, 1933 
June 20, 1942 
Dec. 9, 1937 
Dec. 1. 1942 
Aug. 11. 1938 



Admitted 
2ff0"¢. 23, 1928 
Feb. 19, 1915 
Nov. 16, 1923 
May 23, 1919 
Feb. 15, 1915 
Apr. 20, 1917 

t 
t 
t 

Feb. 19, 1915 
May 19, 1915 

t 
t 

Nov. 13, 102d 
Nov. 18, 1921 
Nov. 15, 1918 

t 
t 
t 
t 

t 
t 
t 

Apr. 20, 1917 
Feb. 19, 1915 
Feb. 25, 1916 

t 
Nov. 22, 1934 
Nov. 18, 1921 
May 23, 1919 
Nov. 19, 1926 

t 
t 
t 
t 

Admitted 

Oct. 22, 1915 
Nov. 22, 1934 
Nov. 20, 1924 
Oct. 31, 1917 
N'ov. 19, 1929 
Nov. 23, 1928 
Nov. 18, 1927 
Mar. 23, 1921 
N'ov. 21, 1919 
N'ov. 18, 1925 
Nov. 17, 1920 
Nov. 18, 1921 
Nov. 15, 1918 

22 

FELLOWS WHO HAVE DIED Continued 
Died 

Edward C. Lunt Jan. 13, 19-11 
Harry Lubin Dec. 20, 1920 
D. Ralph MeClurg Apr. 27, 1947 
Alfred McDougald July 28, 1944 
Franklin B. Mead Nov. 29, 1933 
Marcus Meltzer Mar. 27, 193l 
David W. Miller Jan. 18, 1936 
James F. Mitchell Feb. 9, 1941 
Henry Moir June 8, 1937 
William J. MontgomeD" Aug. 20, 1915 
Edward Bontecou Morris Dec. 19, 1929 
Lewis A. Nicholas Apr. 21, 1940 
Stanley L. Otis Oct. 12, 1937 
Bertrand A. Page July 30, 1941 
Sanford B. Perkins Sept. 16, 1945 
William Thomas Perry Oct. 25, 1940 
Edward B. Phelps July 24, 1915 
Charles Grant Reiter July 30, 1937 
Charles H. Remington Mar. 21, 1938 
Isaac M. Rvbinow Sept. I, 1936 
Ha~'wood Eldridge Ry'm Nov. 2, 1930 
Arthur F. Saxton Feb. 26, 1927 
Emil Scheitlin May 2, 1946 
Leon S. Senior Feb. 3, 1940 
Charles Gordon Sl~fith June 22, 1938 
John T. Stone May 9, 1920 
Wendell Menville Strong Mar. 30, 1942 
Robert d. Sullivan July 19. 1934 
Walter It.  Thomp~n May 25, 1935 
Guido Toja Feb. 28. 1933 
Archibald A. Welch May 8, 1945 
Roy A. Wheeler Aug. 26, 1932 
Albert W. Whitney July 27, 19t3 
S. Herbert Wolfe Dec. 3I, I927 
Joseph H. Woodward May 15, 1928 
William Young Oct. 23, 1927 

ASSOCIATES WHO HAVE DIED 
Died 

Don A. Baxter Feb. 1O, 1920 
John J. Gately Nov. 3, 1943 
Leslie LeVant Hall Mar. 8, 1931 
Edward T. Jackson May 8, 1939 
Fritz Muller Apr. 27, 1945 
Karl Newhall Oct. 24, 1944 
Alexander A. Speers June 25, 1941 
Arthur E. Thompson Jan. 17, 1944 
Walter G. Voogt May 8 ,  1945 
James H. Washburn Aug. 19, 1946 
James J. Watson Feb. 23, 1937 
Eugene R. Welch Jan. 17, 1945 
Albert Edward Wilk,:nson June I1, 1930 
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CONSTITUTION 
(AS AMENDED ~OVEMBER 15, 1940) 

.~xRTICLE I.--Name. 
This organization shall be called the CASUALTY ACTUARIAL SOCIETY. 
ARTICLE II.--Object. 
The object of the Society shall be the promotion of actuarial and 

statistical science as applied to the problems of casualty and social 
insurance by means of personal iutercourse, the presentation and dis- 
cussion of appropriate papers, the collection of a library and such other 
means as may be found desirable. 

The Society shall take no partisan attitude, by resolution or other- 
wise, upon any question relating to casualty or social insurance. 

:~RTIC LI'2 III.--.llembership. 
The membership of the Society shall be composed of two classes, 

Fellows and Associates. Fellows only shall be eligible to office or have 
the right to vote. 

The Fellows of the Society shall be the present Fellows and those 
who nmy be duly admitted to Fellowship as hereinafter provided. The 
Associates shall be the present Associates and those who may be duly" 
admitted to Associateship as hereinafter provided. 

Any person may, upon nomination to the Council by two Fellows 
of the Society and approval by the Council of such nomination with 
not more than one negative vote, become enrolled as an Associate of 
the Society, provided that he shall pass such examination as the Council 
may prescribe. Such examination may l)e waived in the case of a can- 
didate who for a period of not less than two years has been in respon- 
sible charge of the Statistical or Actuarial Department of a casualty 
insurance organization or has had such other practical experience in 
casualty or social insurance as. in the opinion of the Council renders 
him qualified for Associateship. 

Any person who shall have qualified for Associateship may become 
a Fclh]w on l)assin.< su,:h final examination as the Council may pre- 
scribe. Otherwise, no one shall be adnfitted as a Fellow unless recom- 
mended l)y a duly called meeting of the Council with not more than 
three negative votes, followed by a three-fourths ballot of the Fellows 
present and voting at a meeting of the Society. 

ARTICLE IV.--Otficcrs and Council. 
The officers of the Society shall be a President. two Vice-Presidents. 

a Secretary-Treasnry, an Editor, and a Librarian. The Council shall 
be composed of the active officers, nine other Fellows and, during the 
four years following the expiration of their terms of office, the ex- 
Presidents and ex-Vice-Presidents. The Council shall fill vacancies 
occasioned 1)y death or resignation of any officer or other member of 
the Council, such appointees to serve until the next annual meeting 
of the Society. 
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CONSTITUTION 

ARTrCLE V.--Election of Ojficers and Council. 
The President, Vice-Presidents, and the Secretary-Treasurer shall 

be elected hy a majority ballot at the annual meeting for the term 
of one year and three members of the Councll shall, in a similar man- 
ner, be annually elected to serve for three years. The President and 
Vice-Presidents shall not be eligible for the same office for more than 
two consecutive 3"ears nor shall any retiring member of the Council be 
eligible for re-election at the same meeting. 

The Editor and the Librarian shall be elected annually by the 
Council at the Council meeting preceding the annual meeting of the 
Society. Tl~ey shall be subject to confirmation by majority ballot 
of the Society at the annual meeting. 

The terms of tire officers shall begin at tire close of the meeting at 
which they are elected except that the retiring Editor shall retain the 
powers and duties of office so long as may be necessary to complete 
the then current issue of Proceedings. 

ARTICLE VI.--Duties of Officers and Council. 
The duties of the officers shall be such as usually appertain to their 

respective offices or may be specified in the by-laws. The duties of 
the Council shall be to pass upon candidates for membership, to decide 
upon papers offered for reading at the meetings, to supervise the 
examination of candidates and prescribe fees therefor, to call meetings, 
and in general, through the appointment of committees and other- 
wise, to manage the affairs of the Society. 

ARTICLF. VII.--Meetings. 
There shall be an annual meeting of the Society on such date in 

the mouth of November as may be fixed by the Council in each ),ear, 
but other meetings may be called by the Council from time to time and 
shall be called by the President at any time upon the written request 
of ten Fellows. At least two weeks notice of all meetings shall be 
given by the Secretary. 

ARTICLE VIII.--Quorum. 
Seven members of the Council shall constitute a quorum. Twenty 

Fellows of the Society shall constitute a quorum. 
ARTrCLE IX.--Expulsion or Suspension of Members. 
Except for non-payment of clues no member of the Society shall 

be expelled or suspended save upon action by the Council with not 
nrore than three negative votes followed by a three-fourths ballot of 
the Fellows present and voting at a meeting of the Society. 

ARTICLE X.--Amendments. 
This constitution may be amended by an affirmative vote of two- 

thirds of the Fellows present at any meeting held at least one month 
after notice of such proposed amendment shall have been sent to each 
Fellow by the Secretary. 
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BY-LAWS 
(.'kS AMENDI~:I) NOVI~;MBER 22. 1946) 

ARTICLE I.--Ordcr of Business. 
At a meeting of the Society the following order of business shall 

be observed unless the Society votes otherwise for the time being: 
I. Calling of the roll. 
2. Address or rcmarks by the President. 
3. Minutes of the last meeting. 
4. Report hy the Council on business transacted by it since the 

last meeting of the Society. 
5. New nlembership. 
6. Reports of officers and committees. 
7. Election of officers mid Council (at annual meetings only).  
8. Unfinished business. 
9. New business. 

10. Reading of papers. 
11. Discussion of papers. 
ARTICLV: II.--Council Meetings. 
Meetings of the Council shall be called whenever the President 

or three members of the Council so request, but not without sending 
notice to each member of the Council seven or more days before the 
time appointed. Such notice shall state the objects intended to be 
brought before the meeting, and should other matter be passed upon, 
any member of the Council shall have the right to re-open the question 
at the next meeting. 

ARTICLE III.--D~ties of O~cers. 
The President. or, in his absence, one of the Vice-Presidents, shall 

preside at meetings of the Society and of the Council. At the Society 
n~eetings the presiding officer shall vote only in case of a tie, but at 
the Council meetings he may vote in all cases. 

The Secretary-Treasurer shall kee l) a full and accurate record of 
the proceedin~s at the meetin;,,s of the Society and of the Council, 
send out calls for the said meetings, and, with the approval of the 
President and Council, carry on the correspondence of the Society. 
Subject to the direction of tl{e Council. lie shall have immediate charge 
of the office and archives of the Society. 

The Secretary-Treasurer shall also send out calls for mmual dues 
and acknowledge'receipt of same ; pay all bills approved by the President 
for expenditures authorized bv the Council of the Society; keep a 
detailed account of all receipts and expenditures, and present an abstract 
~f the same at the ammal meetings, after it has been audited by a com- 
nfiltee of the Council. 
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BY-LAWS 

The Editor shall, under the general supervison of the Council, have 
charge of all matters connected with editing and printing the Society's 
publications. The Proceedijzgs shall contain only the proceedings o~ 
the meetings, original papers or reviews written by members, discus- 
sions on said papers and other matter expressly authorized by the 
Council. 

The Librarian shall, under the general supervision of the Council, 
have charge of the books, pamphlets, manuscripts and other literary 
or scientific material collected by the Society. 

ARTICLE IV.--Dzws. 

The Council shall fix the annual dues for Fellows and for Associates. 
The payment of dues will be waived in the case of Fellows or Asso- 
ciates who have attained the age of seventy years or who, having been 
members for a period of at least twenty years, shall have attained the 
age of sixty-five years. Fellows and Associates who have become totally 
disabled while members may upon approval of the Council be exempted 
from the payment of dues during the period of disability. 

It shall be the duty of the Secretary-Treasurer to notify by mail 
any Fellow or Associate whose dues may be six months in arrears, and 
to accompany such notice by a copy of this article. If such Fellow or 
Associate shall fail to pay his dues within three months from the date 
of mailing such notice, his name shall be stricken from the rolls, and 
he shall thereupon cease to be a Fellow or Associate of the Society. 
He may, however, be reinstated by vote of the Council, and upon pay- 
ment of arrears of dues. 

ARTICLE V.--Desig,~atimz by Ildtials. 

Fellows of the Society are authorized to append to their names 
the initials F.C.A.S. ; and Associates are authorized to append to their 
names the initials A.C.A.S. 

ARTICLE VI. ,4mendmeJ~ts. 

These by-laws may be amended by art affirmative vote of two-thirds 
of the Fellows present at any meeting held at least one month after 
notice of the proposed anaendment shall have been sent to each Fellow 
by the Secretary. 



27 

SYLLABUS OF EXAMINATIONS 

(Effective 1948 and Thereafter) 

Part 

I 

II 

III  

IX' 

Sections 

1 
2 

3 
4 

5 
6 

A S S O C I A T E S H I P  

Subjects 

Descriptive and Analytical Statistics. 
Compound Interest and Annuities Certain. 

Differential and Integral Calculus. 
Calculus of Finite Differences. 

Probabilities. 
Life Contingencies, Life Annuities and 

Life Assurances. 

Policy Forms and Underwriting Practice 
in Casualty Insurance. 

Casualty Insurance Rate Making Methods. 

F E L L O W S H I P  

I 9 Insurance Economics. 
10 Insurance Law and Regulation. 

II 11 Individual Risk Rating. 
12 Social Insurance. 

iII  13 Determination of Premium, Loss and 
Expense Reserves. 

14 Advanced Problems in Casualty Insurance 
Statistics. 

IV 15 Advanced Problems in Casualty Insurance 
Accounting. 

16 Advanced Problems in the Underwriting and 
Administration of Casualty Insurance. 
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RULES REGARDING EXAMINATIONS 

FOR ADMISSION TO THE 

CASUALTY ACTUARIAL SOCIETY 

1. Dates of Examination. 
Examinations will be held on the second Tuesday and following 

Wednesday during the month of May in each year in such cities 
as will be convenient for three or more candidates. 

2. Fil ing of  Application. 
Application for admission to examination should be made on 

the Society's blank form, which may be obtained from the Secre- 
tary-Treasurer. No applications will be considered unless received 
before the fifteenth day of February preceding the dates of 
examination. Applications should definitely state for what parts 
the candidate will appear. 

3. Fees. 
The examination fee is $2.00 for each part, with a minimum 

of $5.00 for each year in which the candidate presents himself; 
thus for one or two parts, $5.00, for three parts, $6.00, etc. 
Examination fees are payable to the order of the Society and 
must be received by the Secretary-Treasurer before the fifteenth 
day of February preceding the dates of examination. 

4. Assoeiateship and Fellowship Examinations.  
(a) Tile examination for Associateshlp consists of font" 

parts aud that for Fellowship consists of four parts. A candidate 
may take any one or more of the four parts of tile Associateship 
Examination. A candidate may present himself for part of the 
Fellowship Examination either (a) if he has previously passed 
the Associateship Examination arid all preceding parts of the 
Fellowship Examination, or (b) if he concurrently presents 
himself for and submits papers for all unpassed parts of the 
Associateship Examination and all preceding unpassed parts of 
the Fellowship Examination. Subject to the foregoing require- 
ments, the candidate will be given credit for may part or parts 
of either examination which he may pass. 
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(b) A cmadidate who has passed the Associateship Exam- 
ination Parts I - IV  prior to 1941, but who has not been enrolled 
as an Associate because of lack of the experience qualifications 
required by the examination rules effective prior to 1941, will be 
enrolled as an Associate upon passing the current Associateship 

Examination Part  IV. 

(c) An Associate who has passed no part of the Fellow- 
ship Examination under the Syllabus effective prior to 1941 is 
required, in order to qualify for admission as a fellow, to pass 
the current Associateship Examination Part IV and Fellowship 

Examination Parts l -IV.  

(d) A candidate who has passed one or more parts of the 
Associateship or Fellowship Examinations under the Syllabus 
effective prior to 1948 will receive credit for the corresponding 
parts of the new Syllabus in accordance with the following table: 

Parts Passed Under Pro'Is Credited Uudcr 
Old Syllabus New Syllabus 

(Effective Prior to 1948) (Effective in 1948) 

Associateship, Part I Associateship, Part I -  Section 2 

. . . .  I I  . . . .  I I  
. . . .  l I I  . . . .  I - Section 1 
. . . .  I \  . . . . .  I I I  
. . . .  V . . . .  IX; 

Fellowship, Part  I l~ellowship, Part  I 
. . . .  I t  '" Parts 11I & IV-Sect ion  15 
. . . .  t i [  "' Parts I[  & IV - Section 16 

Partial examinations will be given to those students requiring 
same in accordance with the foregoing credits. 

(e) In the case of a candidate for admission as Associate 
who has served for a period of at least two years in the armed 
forces of the United States or Canada or services directly con- 
nected therewith, and who shall have completed courses in any 
of the sections included in Parts I, I I  of the Associate Exam- 
inations at a college or university of recognized standards, the 
examinations in such sections may be waived at the discretion of 
the Examination Committee subject to the following conditions 

and limitations. 
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1. Such courses shall have been completed within 10 years 
prior to date of application for such waiver. 

2. The courses shall have been at least equivalent to those 
required to qualify the candidate to meet the examination 
requirements. 

3. The grades obtained shaU have been satisfactory. 

The foregoing waiver of examinations provision shall not 
apply to candidates applying for admission subsequent to Febru- 
ary 15, 1948. Any such waiver made shall lapse if the candidate 
shall fall to attain Associateship status prior to December 1, 1950. 

5. Alternative to Passing of  Fellowship Parts IlI and IV. 

As an alternative to the passing of Parts III and IV of the 
Fellowship Examination, a candidate may elect to present an 
original thesis on an approved subject relating to casualty or 
social insurance. Such thesis must show evidence of ability for 
original research and the solution of advanced problems in casualty 
insurance COlnparable with that required to pass Parts III and IV 
of the Fellowship Examination, and shall not consist solely of 
data of an historical nature. Candidates electing this alternative 
should communicate with the Secretary-Treasurer and obtain 
through him approval by the Examination Committee of the sub- 
ject of the thesis. In communicating with the Secretary-Treasurer, 
the candidate should state, in addition to the subject of the thesis, 
the main dMsions of the subject and general method of treatment, 
the approximate number of words and the approximate proportion 
to be devoted to data of an historical nature. All theses must be 
in the hauds of the Secretary-Treasurer before the second Tuesday 
in May of the year in which they are to be considered. No exam- 
ination fee will be required in connection with the presentation of 
a thesis. All theses submitted are, if accepted, to be the property 
of the Society and may, with the approval of the Council, be 
printed in the Proceedings. 

6. Waiver of  Examinations for Associate. 

The examinations for Associate will be waived under Article 
III of the Constitution only in case of those candidates who meet 
the following qualifications and requirements: 
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(a)  The candidate shall be at least thirty-five years of age. 

(b) The candidate shall have had at least ten years' experi- 
ence in casualty actuarial or statistical work or in a phase of 
casualty insurance which requires a working knowledge of actu- 
arial or statistical procedure or in the teaching of casualty insur- 
ance principles in colleges or universities. Experience limited 
exclusively to the field of accident and health insurance shall not 
1)e admissible. 

(e) For the two years preceding date of application, the 
candidate shall have been in responsihle charge of the actuarial 
or statistical department of a casualty insurance organization or 
of an important division of such department or shall have occupied 
an executive position in connection with the phase of casualty work 
in which he is engaged, or, if engaged in teaching, shall have 
attained the status of a professor. In the case of a candidate who 
has spent at least one year in the armed forces of the United States 
or Canada or services directly commcted therewith, the two years 
requirement stated above shall be reduced to one year. 

(d)  The candidate shall have submitted a thesis apl)roved 
hy the Examination Committee. Such thesis must show evidence 
of original research and knowledge of casualty insurance and 
shall not consist solely of data of an historical nature. Candidates 
electing this alternative should communicate with the Secretary- 
Treasurer and ohtain through him approval by the Examination 
Committee of the subject of the thesis. In communicating with 
the Secretary-Treasurer,  the candidate should state, in addition 
to the subject of the thesis, the main divisions of the subicct and 
general method of treatment, the approximate number of words 
and the approximate proportion to he devoted to data of an his- 
torical nature. 

L I B R A R Y  

The Society's library contains all of ll~e references listed in 
the Recommendations for Study, including the books noted as 
being out of print, with the exception of certain periodicals and 
publications subject to periodical revision. It also contains numer- 
,nus other works oll casualty actuarial matters. Registered students 
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may have access to the library by receiving from the Society's 
Secretary-Treasurer the necessary credentials. Books may be 
withdrawn from the library for a period of two ~veeks upon pay- 
ment of a small service fee and necessary postage. 

The library is in the immediate charge of Miss Mabel B. 
Swerig, Librarian of the Insurance Society of New York, 
107 \Villiam Street, New York City. 
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III 200 
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I 
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XI 190 
XI  181 

X II 204 
XII 216 
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I 
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40 X I X 202 
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43 X X I  ' 240 
44 X X I  202 
45 X X I I  ' z l l  
46 X X I I  2o0 | 
47 X X l I I  134 
48 ] X X I I I  i 196 
49 X X l V  232 
50 ] X X l V  t 267 
51 X X V  z90 
52 ~ X X V  , 192 
53 X X V l  i 307 
54 XXVl I 168 , 
55 XXVII i 235 

= 

', XXVI I I  ! 
XXVIII ~ 

59 , XXIX , 20Q 
60 XXX 127 
61 , ~ i 88 
62 i XXXII , 190 
6..3. . XXXII I 116 
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Secre~ry- Treasurer 

C A S U A L T Y  A C T U A R I A L  SOCIETY 
90 JOHN ST., NEw YORK. 



RULES REGARDING EXAMINATIONS 
FOR ADMISSION TO THE 

CASUALTY ACTUARIAL SOCIETY 

1. DATES OF EXAMINATION. 

Examinations wi l l  be held on the second Tuesday and 
fo l lowing  Wednesday during the month of  May in each 
year  in such c i t i e s  as ~ 1 1  be convenient  for  th ree  or  
more candidates.  

2. FILING OF APPLICATION, 

A p p l i c a t i o n  fo r  admission to  examinat ion  should be 
made on the S o c i e t y ' s  blank form, which may be obtained 
from the S e c r e t a r y - T r e a s u r e r .  No a p p l i c a t i o n s  wi l l  be 
cons idered  unless  rece ived  be fo r e  the f i f t e e n t h  day o f  
February p r eced i ng t heda t e s  of  examination. Applicat ions 
should d e f i n i t e l y  s t a t e  f o r  what p a r t s  the  cand ida te  
wi l l  appear. 

3. FEES. 

]'he examinat ion  fee  i s  $2.00 fo r  each p a r t ,  with a 
minimum of  $5.00 for  each year  in which the candida te  
p resen ts  himself ;  thus for  one or two pa r t s ,  $5.00, for  
t h r e e  p a r t s ,  $6.00, e tc .  Examination fees  are payable  
to the order  of  the Soc ie ty  and must be rece ived  by the 
Sec re t a ry -Trea su re r  be fore  the f i f t e e n t h  day of  February 
preceding the dates of  examination. 

4. ASSOCIATESHIP AND FELLOWSHIP EXAMINATIONS. 

(a) ]he  examination for  Assoc ia tesh ip  cons i s t s  o f  
f ou r  p a r t s  and t h a t  f o r  Fe l l owsh i p  c o n s i s t s  o f  four  
pa r t s .  A candidate  may take any one or more of  the four 
pa r t s  of  the Associateship Examination. A candidate may 
p resen t  h imsel f  for  pa r t  o f  the Fellowship Examination 
e i t h e r  (a) i f  he has prev ious ly  passed the Associateship 
Examination and a l l  p reced ing  p a r t s  o f  the Fel lowship 
Examination, or (b) i f  he concu r r en t ly  presen ts  h imself  
fo r  and submits papers for  a l l  unpassed p a r t s  o f  the 
A s s o c i a t e s h i p  Examination and a l l  p r eced ing  unpassed 
p a r t s  o f  the  Fe l lowship  Examina t ion .  S u b j e c t  to  the  
f o r e g o i n g  r equ i r em en t s ,  t he  c a n d i d a t e  w i l l  be g iven  
c r e d i t  for  any pa r t  or par t s  of  e i t h e r  examination which 
he may pass. 

1 



(b) A candidate who has passed the Associateship 
Examination Parts I-IV prior to 1941, but who has not 
been enrolled as an AssoCiate because of lack of the 
experience qualifications required by the examination 
rules effective prior to 1941, will be enrolled as an 
Associate upon passing the current Associateship Exam- 
ination Part IV. 

(c) An Associate who has passed no part of the 
Fellowship Examination under the Syllabus effective 
prior to 1941 is required, in order to qualify for ad- 
mission as a fellow, to pass the current Associateship 
Examination Part IVandFellowshlp ExaminationParts I-IV. 

(d) A candidate who has passed one or more parts 
of the Associateship or Fellowship Examinations under 
the Syllabus effective prior to 1948 will receive credit 
for the corresponding parts of the new Syllabus in ac- 
cordance with the following table: 

Parts Passed Under Parts CreditedUnder 
Old Syllabus New Syllabus 

(Ef fect ive  Prior to I9~8) (Effect ive in I9~8) 

Assoclateship, Part I Associateship, Part I - Section 2 
" " II " " I I  
" " I I I  " " I - Section 1 
" " I V  " " I I I  
" " V " " IV 

Fellowship, Part I 

" " II 
s " IIl 

Fellowship, Part I 
" Parts III& IV-Section 15 
" Parts II & IV -Section 16 

P a r t i a l  e x a m i n a t i o n s  w i l l  be g iven  to those  s t u d e n t s  
r e q u i r i n g  same in  accordance wi th  the fo rego ing  c r e d i t s .  

( e )  In  the  c a s e  o f  a c a n d i d a t e  f o r  a d m i s s i o n  as 
A s s o c i a t e  who has  s e r v e d  f o r  a p e r i o d  o f  a t  l e a s t  two 
y e a r s  in the armed fo rces  of  the ~h i t ed  S t a t e s  or  Canada 
or  s e r v i c e s  d i r e c t l y  connec ted  the rewi th ,  and who s h a l l  
have comple ted  c o u r s e s  in any o f  the s e c t i o n s  i n c l u d e d  
in  P a r t s  I ~ l I  ~ o f  the  Assoc ia t e  Examinat ions  a t  a 
co l l ege  or u n i v e r s i t y  o f  recognized  s t andards ,  the exam- 
i n a t i o n s  in such s e c t i o n s  may be waived a t  the  d i s c r e -  
t i o n  o f  the  E x a m i n a t i o n  Commit tee  s u b j e c t  to  the  f o l -  
lowing c o n d i t i o n s  and l i m i t a t i o n s .  

1. Such c o u r s e s  s h a l l  have been completed w i t h i n  10 
y e a r s  p r i o r  to da te  of  a p p l i c a t i o n  fo r  such waiver  

2. The cou r se s  s h a l l  have been a t  l e a s t  e q u i v a l e n t  to  
t hose  r e q u i r e d  to  q u a l i f y  the c a n d i d a t e  to meet 
the examinat ion  requi rements .  



3. The grades obtained sha l l  have been s a t i s f a c t o r y .  
The foregoing  waiver of  examinations p rov i s ion  sha l l  

not  apply to cand ida t e s  apply ing  for  admission subse- 
quenttoFebruary 15,194&Any such waiver made sha l l  lapse 
i f  the c a n d i d a t e  s h a l l  f a i l  to a t t a i n  A s s o c i a t e s h i p  
s t a tu s  p r i o r  to December 1, 1950. 

5. ALTERNATIVE TOPASSING OF FELLOWSHIP PARTS I I I  AND IV, 

As an a l t e r n a t i v e  to the passing of Pa r t s  I I I  and IV 
of  the Fellowship Examination, a candidate may e l e c t  to 
p resen t  an o r i g i n a l  t h e s i s  on an approved s u b j e c t  re-  
l a t i ng  to casua l ty  or soc ia l  insurance. Such thes i s  must 
show evidence of  a b i l i t y  fo r  o r i g i n a l  research  and the 
so lu t ion  of advanced problems in casual ty  insurance com- 
parable  with tha t  requ i red  to pass Par t s  I I I  and IV of  
the Fellowship Examination, and shal l  not cons i s t  so le ly  
o f  data of  an h i s t o r i c a l  na t u r e .  Candidates  e l e c t i n g  
t h i s  a l t e r n a t i v e  should communicate with the Secre ta ry -  
T reasu re r  and obta in  through him approval by . the  Exam- 
i n a t i o n  Committee o f  the  s u b j e c t  o f  the t h e s i s .  In 
communicating with the S e c r e t a r y - T r e a s u r e r ,  the candi-  
da te  should s t a t e ,  in a d d i t i o n  to the s u b j e c t  of  the 
t h e s i s ,  the main d i v i s i o n s  of  the sub jec t  and genera l  
method of  t r e a t m en t ,  the approximate number o f  words 
and the approximate  p r o p o r t i o n  to be devoted  to  da ta  
of  an h i s t o r i c a l  nature.  All theses must be in the hands 
o f  the S e c r e t a r y - T r e a s u r e r  be fo r e  the second Tuesday 
in  May of  the year  in  which they are to be considered .  
No examination fee wi l l  be requ i red  in connect ion with 
the p r e s e n t a t i on  o f  a t he s i s .  All theses  submitted are, 
i f  accepted, to be the proper ty  of the Soc ie ty  and may, 
wi th  the approval  o f  the Counci l ,  be p r i n t e d  in the  
Proceedings. 

6. WAIVER OF EXAMINATIONS FOR ASSOCIATE. 

The examinat ions for  Assoc ia te  wi l l  be waived under 
A r t i c l e  I I I  of  the C o n s t i t u t i o n  only in case o f  those 
c a n d i d a t e s  who meet the fo l lowing  q u a l i f i c a t i o n s  and 
requirements: 

(a) The cand ida t e  s h a l l  be at  l e a s t  t h i r t y - f i v e  
years  of  age. 

(b) The candidate sha l l  have hadat  l eas t  ten years '  
exper ience in casua l ty  a c t u a r i a l  or s t a t i s t i c a l  work or 
in a phase of casua l ty  insurance which requ i res  a work- 
ing knowledge of  a c t u a r i a l  or s t a t i s t i c a l  procedure  or 
in the teaching of  casua l ty  insurance p r i n c i p l e s  in col-  
leges  or u n i v e r s i t i e s .  Exper ience  l imi t ed  e x c l u s i v e l y  
to  the f i e l d  of  acc ident  and heal th  insurance sha l l  not 
be admissable. 



(c) For the two years preceding dateof application, 
the candidate shall have been in responsible charge of 
the actuarial or statistical department of a casualty 
insurance organization or of an important division of 
such department or shall have occupied an executive 
position in connection with the phase of casualty work 
in  which he i s  engaged, o r ,  i f  engaged in t e a c h i n g ,  
sha l l  have a t t a i n e d  the s t a t u s  of  a p ro fesso r .  In the 
case o f  a candida te  who has spent at l e a s t  one year  in 
the armed forces  of  the United Sta tes  or Canada or serv- 
i c e s  d i r e c t l y  connec ted  t he rewi th ,  the two yea r s  re-  
quirement  s t a t e d  above s h a l l  be reduced to one yea r .  

(d) The candidate shal l  have submitted a thes i s  ap- 
proved by the Examination Committee. Such t h e s i s  must 
show ev idence  o f  o r i g i n a l  r e s e a r c h  and knowledge o f  
casual ty  insurance and sha l l  not cons i s t  so l e ly  of data 
o f  an h i s t o r i c a l  na tu re .  Candidates  e l e c t i n g  t h i s  a l -  
t e r n a t i v e  should conmunicate with the Sec r e t a ry -T rea s -  
u re r  and obtain through him approval by the Examination 
Committee of  the sub j ec t  of  the t hes i s .  In communica- 
t ing with the Sec re t a ry -Treasu re r ,  the candidate should 
s t a t e ,  in a d d i t i o n  to the s u b j e c t  o f  the t h e s i s ,  the 
main d i v i s i o n s  o f  the s u b j e c t  and gene ra l  method of  
t rea tment ,  the approximate number of words and the ap- 
proximate p ropo r t i on  to be devoted to da ta  of  an h i s -  
t o r i c a l  nature.  

LIBRARY 

The Society's library contains all of the references 
listed in the Recommendations for Study, including the 
books noted as being out of print, with the exception 
of certain periodicals and publications subject to pe- 
riodical revision. It also contains numerous other works 
on casualty actuarial matters. Registered students may 
have access to the library by receiving from the soci- 
ety's Secretary-Treasurer the necessary credentials. 
Books may be withdrawn from the library for a period 
of two weeks upon payment of a small service fee and 
necessary postage. 

The l i b r a r y  i s  in the immediate charge of  Miss Mabel 
B. Swerig, L i b r a r i a n  o f  the Insurance  S o c i e t y  o f  New 
York, 107 William S t r e e t ,  New York City.  



Part 

I 

II  

I I I  

IV 

SYLLABUS OF EXAMINATIONS 
(Effective 1948 and Thereafter) 

ASSOCIATESHIP 

Sections Subjects 

i Descriptive and Analytical Statistics. 
2 Compound Interest and Annuities Certain. 

3 D i f f e r e n t i a l  and In tegra l  Calculus .  
4 Calculus of  F in i te  Di f fe rences .  

5 Probabilities. 
6 Li fe  Contingencies,  L i fe  Annuit ies  and 

Life  Assurances. 

7 Po l i cy  Forms and Underwriting P rac t i c e  
in Casual ty  Insurance.  

8 Casual ty  Insurance Rate Making Methods. 

FELLOWSHIP 

I 

II 

III 

IV 

9 
I0 

ii 
12 

13 

14 

15 

16 

Insurance Economics. 
Insurance Law and Regulation. 

Individual Risk Rating. 
Social Insurance. 

Determination of Premium, Loss and 
Expense Reserves. 

Advanced Problems in Casualty Insurance 
Statistics. 

Advanced Problems in Casualty Insurance 
Accounting. 

Advanced Problems in the Underwriting and 
Administration of Casualty Insurance. 



RECOMMENDATIONS FOR STUDY 

The examinations for admission to the two grades o f  
membership in the Society are designed to extabl ish  the 
q u a l i f i c a t i o n s  of  candidates.  The foliowing Recommend- 
a t ions  for Study are provided as a guide for the candi- 
da tes  in t h e i r  p r epa ra t i on  for  the examinat ions .  I t  
should be rea l i zed  tha t  although the examination ques- 
t i o n s  wi l l  be based upon the t ex tua l  m a t e r i a l  c i t ed ,  

~they wil l  not necessa r i ly  be drawn d i r e c t l y  therefrom. 
The  examinat ions  wi l l  t e s t  not  only  the c a n d i d a t e ' s  
knowledge of  the subjec t  mat te r  but a lso  h i s  a b i l i t y  
to apply that  knowledge. 

Under the mathematicaI par ts  (Sections 1-6) of the As- 
soc ia tesh ip  Examination, there are l i s t e d  a few sources 
o f  examples in add i t i on  to those  found in the t e x t s  
c i t ed .  Candidates are advised to work out as many ex- 
amples as poss ib le  in t he i r  study of these sect ions in 
order to acquire f a c i l i t y  in the applicat ion of the math- 
emat ica l  p r i n c i p l e s  and methods to s p e c i f i c  problems, 

In p repar ing  for  the Assoc ia t e sh ip  Pa r t  IV and the 
Fellowship Examinations, the candidate should be familiar  
with p e r t i n e n t  papers published in the Proceedings of 
the Casual ty  Actuarial  Society subsequent to November, 
1945, in addit ion to the references c i ted.  The candidate 
should also read at l eas t  one insurance journal  for the 
year preceding his  examination in order to be fami l ia r  
with current  developments. 

The r e f e r ences  to papers in the Proceedings of  the 
Casual ty  Actuarial  Society (denoted by P.C.A.S.) and in 
the  Transac t ions  of  the Ac tua r i a l  Soc ie ty  of  America 
(denoted by T.A.S.A.) are considered to include a l l  dis- 
cuss ions  of these papers in these publ ica t ions ,  though 
the page references c i t ed  re fe r  to the papers only. 

Description of texts  c i ted  wil l  be found in the Index 
at the end of these Recommendations. 

Candidates can review the examinations given i n  pre- 
vious years  by r e f e r r i n g  to the r e p r i n t s  contained in 
both  the annual Year Book and the Proceedings  of  the 
Socie ty .  Copies of examinations for recent years may be 
obtained from the Secretary-Treasurer .  
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A S S O C I A T E S H I P :  P A B T  I 

The candidate should have adequate preparation in 
business arithmetic and in algebra as a prerequisite 
to study for these examinations. The preparation in 
algebra should include the equivalent of the first 14 
chapters of "Higher Algebra" by Hall and Knight (pub- 
lished by Macmillan) with particular emphasis upon per- 
mutations and combinations and the binomial theorem. 

SECTION I.  DESCRIPTIVE AND ANALYTICAL STATISTICS. 
P~chardson, C.H.: An Introduction to Statistical Analysis. 

SECTION 2. COMPOUND INTEREST AND ANNUITIES CERTAIN. 
Bietz, H.L., Cratborne, A.R. and P~etz, J.C.: Mathematics of 

Finance. Chapters 1-7. 
Skinner, E.B.: Mathematical Theory of Investment. (Included 

as a source of additional examples.) 

A S S O C I A T E S H I P  : PART I I  

SECTION 3. DIFFERENTIAL AND INTEGRAL CALCULUS. 
Granville, W.A., Smith, P.F. and Longley, W.B.: Elements of 

Calculus. Except Chapters 14, 18, 21 and 24. 

SECTION ; .  CALCULUS OF FINITE DIFFERENCES. 
Freeman, Harry: Mathematics for Actuarial Students; Part II - 

Finite Differences, Probability and Elementary Statistics. 
Chapters i-7 and 9. 

A S S O C I A T E S H I P :  PART I I I  

SECTION 5. PROBABILITIES. 
Hal l ,  H.S. and Knight, S. lq.: Higher Algebra. Chapter 32. 
Freeman, Harry: Mathematics for Actuarial Students; Part II - 

Finite Differences, Probability snd Elementary Statistics. 
Chapter 10. 

Whitworth, W.A. : Choice and Chance. (Included as a source of 
additional examples. ) 

SECTION 6. LIFE CONTINGENCIES, LIFE ANNUITIES AND LIFE 
ASSURANCES. 

Menge, W.O. and Glarer,  J.W. : An In t roduc t ion  to the Math- 
ematics of Life Insurance. 

Dowling, L. Wayland: Mathematics of Life Insurance. Chapter 9. 



Department of Labor, State of New York: Special Bulletin No. 
207, Workmen's Compensation Tables. 

Greene, WF/.: Valuation of the Death Benefits provided by the 
New York Compensation Law. P.C.A.S. I, 31. 

Olifiers, Edward: Valuation of the Death Benefits Provided by 
the Workmen's Compensation Law of New York. T.A.S.A. XVI, 83. 

Fondiller, Bichard: Tables for Computing the Present Value of 
Death Benefits Arising Under the New York Workmen's Compensa- 
tion Law. P.C.A.S. If, 110. 

Boeber, W.F. and Marshall, R.M.: An American Remarriage Table. 
P.C.A.S. XIX, 279. 

Greville, Thomas N.E.: United States Bureau of the Census: 
United States Life Tables and Actuarial Tables, 1939-1941. 
Parts I-4. 

The candidate should have a working knowledge of the 
tables set forth in Special Bulletin No. 207, publlshed 
by the New York Department of Labor. The cited paper 
by Fondiller will be of particular help in this regard, 
although his examples are based on an earlier edition 
of the tables. The cited papers by Greene and O1ifiers 
should be read for an understanding of the theory under- 
lying certain of the tables, but the candidate will not 
be required to reproduce the derivation of the formulas 
contained therein. 

ASSOCIATESHIP: PABT IV 

SECTION 7. POLICY FORMS AND UNDERWRITING PRACTICE IN 
CASUALTY INSURANCE. 

SECTION 8. CASUALTY INSURANCE RATE MAKING METHODS. 

The f i r s t  two general  r e f e r ences  c i t e d  below should 
be cons idered  as i n t r o d u c t o r y  to the study o f  the ma- 
t e r i a l  included under both o f  these sec t ions .  The ear-  
l i e r  chapte rs  in  the Hobbs t e x t  are a lso l a r g e l y  p re -  
r e q u i s i t e  in substance. 

The candidate  should be f a m i l i a r  with po l i cy  p rov i -  
s i ons ,  the  bases o f  exposure used in the r e s p e c t i v e  
l i n e s  and the manual ratemaking p rocedures .  Since the 
manual and pol icy  provis ions change from time to time i t  
i s  e s s e n t i a l  to  supplement the c i t e d  t e x t s  and papers  
by study of  the con t rac t s  and manuals cu r r en t l y  in use. 
The p r i n c i p a l  c u r r e n t  manuals, with the names o f  the  



o r g a n i z a t i o n s  p u b l i s h i n g  them, a re  c i t e d  h e r e i n .  Copies  
o f  c u r r e n t  i n s u r a n c e  c o n t r a c t s  must be o b t a i n e d  from a 
c a r r i e r .  

I t  should be no t ed  t h a t  c e r t a i n  o f  the  r e f e r e n c e s  en- 
compass  some m a t e r i a l  beyond the  scope  o f  S e c t i o n s  7 
and 8, such as the  a c t u a r i a l  p r i n c i p l e s  u n d e r l y i n g  t h e  
r e s p e c t i v e  i n d i v i d u a l  r i s k  r a t i n g  p l a n s ,  t h e  d e t e r m i -  
n a t i o n  o f  d e d u c t i b l e  and exces s  cove rage  r a t e s  and the  
d e t e r m i n a t i o n  o f  r e s e r v e s .  The e x a m i n a t i o n s  f o r  t h i s  
p a r t  w i l l  no t  r e f l e c t  such e x t r a n e o u s  m a t e r i a l .  

(a) General. 

Kulp, C.A.. Casualty Insurance. Chapters 2-4,8,10-15, and 18. 
Michelbacher, G.F. and Associates: Casualty Insurance 

Pr inc ip les .  Chapters 1, 5-7, and 13. 
Dorweiler, Paul: Notes on Exposures and Premium Bases. 

P.C.A.S. XVI, 319. 
Perryman, F.S.: Some Notes on Credibility. P.C.A.S. )(IX, 65. 

Important material on the determination of manual 
rates is contained in the reports on the examination 
of the following rate making organizations by the New 
York Insurance Department, which appear at intervals 
of three to five years: 

Board of Aviation Underwriters 
Compensation Insurance Rating Board (New York) 
Mutual Casualty Insurance Rating Bureau 
National Bureau of Casualty Underwriters 
Towner Rating Bureau 

In addition, reference should be made to the three 
latest reports of the National Association of Insur- 
ance Commissioners. 

(b) Acctdent and Health. 

Faulkner, E.J . :  Accident and Health Insurance. 
Craig, J.D.: The Actuarial Basis for Premiums and Reserves in 

Personal Accident and Health Insurance. P.C.A.S. XVII, 51. 
Lamont, S.M.: The Contract of Personal Accident and Health 

Insurance. P.C.A.S. XVIII, 9. 



Miller, J.H.: History and Present Status of Non-Cancellable 
Accident and Health Insurance. P.C.A.S. XXI, 235. 

Hart, W.V.B.: Recent Developments in Commercial Accident and 
Health Insurance. P.C.A.-.~ X~, 291. 

Farley, Jarvis: A 1940 View of Non-Cancellable Disability 
Insurance. P.C.A.S. XXVII, 18. 

Hunter, Arthur and Thompson, Allen B. : Hospital Service Insur- 
ance. T.A.S.A. ~LIV, 5. 

(c) Automobile Liability.  

Sawyer, E.W.: Automobile Liability Insurance, An Analysis of 
the National Standard Policy Provisions. 

Informal Discussion: Automobile Liability Insurance. P.C.A.S. 
XXII, 133. 

Manual of Automobile Insurance published by National Bureau of 
Casualty Underwriters, 60 John Street, New York. 

(d) Aviation. 

Comstock, W.P.: Aviation Casualty Insurance. P.C.A.S. )(IX, 246. 
Woodward, B.H.: Aviation Insurance. P.C.A.S. XXV, 81. 
Stewart, D.M.: Aviation Insurance. (The Casualty Educator, 

Vol. I I I . )  

(e) Boiler and Machinery. 

Smith, Seymour E. : Boiler and Machinery Insurance. P.C.A.S. 
XXIX, 5. 

Manual of Boiler and Machinery Insurance published by National 
Bureau of Casualty Underwriters, 60 John Street, New York. 

(f) Burglary, 7heft and Robbery Insurance. 

Manual of Burglary, Theft and Robbery Insurance published by 
National Bureau of Casualty Underwriters, 50 John Street, 
New York. 

(g) Fidelity and Surety. 

Cxist, G.W. J r . :  Corporate Suretyship. Except (~apter 7. 

[.ant, E.C.: Surety Hate Making. P.C.A.S.XXV, 16. 
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Informal Discussion: Surety Bate Making. P.C.A.S. XXV, 180. 

Rate Manual of Fidelity, Forgery and Surety Bonds published by 
Towner Rating Bureau, Inc., 60 John Street, New York. 

(h) General Liability. 

Cahill, J.M.: Product Public Liability Insursnce. P.C.A.S. XXI,26. 

Ainley, J.W.: problems in Relation to Contractual Liability 
Insurance. P.C.A.S. XXV, 15L 

Sawyer, E.W.: Comprehensive Liability Insurance. 
Contractual, Elevator, Manufacturers' and Contractors', Owners', 

Landlords' and Tenants', Owners' or Contractors' Protective 
and Product Liability Manuals published by National Bureau 
of Casualty Underwriters, 60 John Street, New York. 

(i) Glass. 

Manual of Glass Insurance published by National Bureau of Casu- 
a l ty  Underwriters, 60 John Street ,  New York. 

( j  ) Workmen ' s Compensat ~on. 

The candidate  should be f ami l i a r  with the general 
r a t e  mak ing  me thods  u s e d  by t h e  N a t i o n a l  Council on 
C o m p e n s a t i o n  I n s u r a n c e ,  t o g e t h e r  w i t h  t h e  m o d i f i c a -  
t i o n s  adop ted  in  New York. 

Hobbs, C.W.: Workmen's Compensation Insurance. (~apters 1-4, 
6-10, 12, 13 and 16-18. 

Graham, C.M. : The Practice of Workmen's Compensation Rate 
Making as Illustrated by the 1939 Revision of New York 
Rates. P.C.A.S. XXVI, . 

Johnson, R.b. Jr. : Recent Developments in New York Compensa- 
tion Rate Making. P.C.A.S. XXVII, 144. 

The Basic Manual of Rules, Classifications and Rates for 
p • , • . . 

Workmen s Compensatlon and Employers Llablhty Insur- 
ance published by National Councxl on Compensation 
Insurance, 45 East 17th Street, New York. 
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F E L L O W S H I P :  PART I 

SECTION 9. INSURANCE ECONOMICS. 
Willett, A.H.: Economic Theory of Risk and Insurance, 
Kulp, C.A.: Casualty Insurance. Chapter I. 
Moulton, H,G.: Financial Organization and the Economic System. 

Jordan, D,F,: Investments. 

SECTION I0. INSURANCE LAW AND REGULATION. 

(a) Introduction to the Law. 

Stone, H,F,: Law and Its Administration. 
Conyngton, T. and Rergh, L.O,: Business Law. 

(b) principles of the Law of Insurance, 

Patterson~ E.W,~ Essentials of Insurance Law. Chapters 2~3 and 
5-12. 

(c) Supervision, Regulation and Taxation of lnsarance. 

Hobbs, C,w." Workmen' s Compensation Insurance, (~apters  Sand 15. 
Kulp, C.A." Casualty Insurance. (~apter 20. 
Michelbscher, G.F. and Asso.clates: Casualty Insurance Pr inci -  

ples ,  (~aptcr 4, 
Pat terson,  E.W,: Essent ia ls  of Insurance Law. Chapter I,  
New York Insurance Law. Art ic les  I-V, VII, VIII ,  X and XVII, 
N~w York T~x Law. S~_~tion 187. 
Hobbs, C.W.: State Regulation of Insurance Rates. P.C.A.S. 

XXVIIi, 37 and 344. 
Maycrink, E,C, : Procedure in the Examination of Casualty Compa- 

nies by I nsura.nce Departments. P.C,A,S. XVIII, 8!~ 
Sawyer, E..W, : Insurance as Interstate Commerce. 
Donovan, James B. : Insurance Business as Engaging in Contmerce 

and as Affected by the Federa! Anti_-Trust Statutes. New 
York Law Journal Vol, 116, pages 290, 298, 306 and 314. 
(Included in the C~sualty Actuarial Society Library under 
t h.e title "SEUA Case and Aftermath, n) 

Rate Regulatory Laws - Casualty and Surety. (Compilation by 
Association of Casualty and Surety Companies, 60 John Street, 
New york. ) 

The candidate should be familiar with the decision of 
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the United Sta tes  Supreme Court handed down June 5, 1944 
in  the  case  o f  Uni ted S t a t e s  v. Sou th -Eas te rn  Under- 
w r i t e r s  Assn. e t  al .  (322 U.S. 533, 64 Sup. Ct. 1162), 
with the McCarran Act passed by Congress and e f f e c t i v e  
March 9, 1945 and with the e x t e n s i o n  o f  the McCarran 
Act e f f e c t i v e  January 1, 1948. All of  the foregoing ref -  
erences except the l a s t  three antedate th i s  decis ion ,and 
should be read with tha t  f a c t  in  mind. The candida te  
should be f ami l i a r  with developments stenmaing from the 
Supreme Court decis ion and the consequent Congressional 
ac t ion,  as reported in insurance pe r iod i ca l s .  Familiar-  
i t y  i s  a lso  requi red  with the Casual ty  and Surety  Bate 
Regulatory B i l l  developed by the All Industry Committee 
which was organized to work in cooperat ion with the Na- 
t i o n a l  Associa t ion  of  Insurance Commissioners, and the 
fundamental  p o i n t s  o f  d i f f e r e n c e  in the l e g i s l a t i o n  
passed in the r e spec t ive  s t a t e s  for regula t ion  of  ra tes  
in the casual ty  and sure ty  f i e l d  of  insurance. The t ex t s  
o f  the Supreme Court Decis ion,  Congress ional  Acts re-  
s u l t i n g  therefrom, the All Indus t ry  B i l l  toge ther  with 
an explanatory  memorandum prepared by the All Indus t ry  
Committee, the r a t e  r e g u l a t o r y  l e g i s l a t i o n  in the  re-  
s p e c t i v e  s t a t e s ,  and the m a t e r i a l  c i t e d  above from 
Mr. Sawyer and Mr. Donovan are a l l  a v a i l a b l e  from the 
Casual ty  Actuar ia l  Socie ty  l i b r a r y .  

The Proceedings of  the National  Associa t ion of Insur-  
ance Commissioners from 1944 to date  should be reviewed 
for  a l l  d i s c u s s i o n s  and committee r e p o r t s  r e l a t i n g  to 
the Supreme Court dec i s ion  and subsequent  l e g i s l a t i v e  
developments. 

FELLOWSHIP: PART II 

SECTION I1. INDIVIDUAL RISK RATING. 

The c a n d i d a t e  shou ld  s tudy  the  f o l l o w i n g  r a t i n g  
plans e f f e c t i v e  in  the S t a t e  of  New York and the forms 
used in the  a p p l i c a t i o n  t he r eo f  (pub l i shed  by the Na- 
t iona l  Bureau of  Casualty Underwriters,  60 John S t r ee t ,  
New York. ) 

Automobile Liabil i ty Experience Bating plan. 
Burglary Experience Rating Plan. 
Glass Experience Rating Plan. 
public Liabili ty Experience Rating Plan. 

13 



The candidate should also study the following r a t i ng  
plans in the workmen's compensation f i e l d  and the forms 
used in the app l i ca t ion  t he r eo f  (publ ished by the Na- 
t i o n a l  Council on Compensation Insurance 45 East 17th 
S t ree t ,  New York. ) 

Workmen' a Compensation Experience Bating Plan. 
Workmen' s Compensation RetrospectiveRating Plans - 1943. 

The candidate is advised to read the references in the 
books by Michelbacher and Hobbs cited below to obtain 
the general principles underlying individual risk ra- 
ting, prior to studying the respective plans and the 
technical articles cited from the Proceedings. It should 
be noted that the general subject of individual risk 
rating includes the determination of rates for cover- 
ages other than full coverage, such as deductible, ex- 
cess and aggregate stop loss. 

Michelbacher, G.F. and Associates: Casualty Insurance Princi- 
ples. f~apter B. 

Hobbs, C.W.; Workmen's Compensation Insurance. Chapters 17 
and 18. 

Kulp, C.A.: Casualty Insurance. (Zapter 19. 
Whitney, A.W.: The Theory of Experience Bating. P.C.A.S. 

IV, 274. 

Keller, Ralph: An Experience Rating Formula. T.A.S.A. XXX, 130. 
Dorweiler, Paul: Observations on Making Rates for Excess 

Compensation Insurance. P.C.A.S. Xhl, 154. 
Richardson, H.F. : The Chemical and Dyestuff Rating Plan. 

P.C.A.S. XVIII, 385. 
Dorweiler, Paul: A Survey of Risk Credibility in Experience 

Rating. P.C.A.S. XXI, i. 
Kormes~ Mark: The Experience Bating Plan as Applied to Work- 

men-s Compensation Risks. P.C.A.S. XXI, 81; XXII, 81. 
Cahill, J.M. : Deductible and Excess Coverages, Liability and 

Property Damage Lines Other Than Automobile. P.C.A.S. 
XXIII, 18. 

Perryman, F.S. ; Experience Bating Plan Credlbillties. P.C.A.S. 
XXIV, 60. 

Pinney, S.D.: The Retrospective Bating Plan for Workmen's 
Compensation Risks. P.C.A.S. XXIV, 291. 

~,nick, J . J . :  Merit Rating-The Proposed Multi-Split Experience 
Rating Plan and the Present Experience Rating Plan. 
P.C.A.S. XXVI, 84. 

Cahill, James M. : Excess Coverage (Per Accident Basis) for 
Self-lnsurers: Workmen's Compensation - New York. P.C.A.S. 
XXVII, 77. 
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Peters, Stefan: Ex-Medical Coverage - Workmen's Compensation. 
P.C.A.S. XXVII, 112. 

Johnson, R.A. Jr. : The Multi-Split Experience Rating Plan in 
New York. P.C.A.S. XXVIII, 15. 

Dorweiler, Paul: On Graduating Excess Pure Premium Ratios. 
P.C.A.S. XXVIII, 132. 

Carlson, T.O. : An Actuarial Analysis of Retrospective Rating. 
P.C.A.S. XXVIII, 283. 

Haugh, C.J. : The Comprehensive Insurance Bating Plan. 
P.C.A.S. XXVIII, 535. 

Valerius, N.M. : Risk Distributions Underlying Insurance Charges 
in the Retrospective Rating Plan. P.C.A.S. XXIX, 96. 

Perryman, F.S. : Possible Values for Retrospective Rating Plan. 
P.C.A.S. XXXI, 5. 

Reference should also be made to the reports cited in 
Sections 8 on the examination of rate making organiza- 
tions by the New York Insurance Department for such in- 
formation as is contained therein on individual risk 
rating plans. 

SECTION 12. SOCIAL INSURANCE. 

(a) General. 

I n t e r n a t i o n a l  Labour O f f i c e :  Approaches to  S o c i a l  S e c u r i t y ,  
Studies and Reports. Series M, No. 18. 

Williamson, W.R.: Social Budgeting. P.C.A.S. XXIV, 17. 
Williamson, W.R. : Some Backgrounds to American Social Se- 

curity. P.C.A.S. XXX, 5. 
Meriam, L. : Relief and Social Security. Parts II and III. 

Social Security Administration. : Compilation of the Social 
Security Laws (latest edition). 

(b) Compulsory Automobile Insurance. 

Committee to  Study Compensation fo r  Antom. o b i l e  Acc iden t s :  Re- 
p o r t  to the Columbia University Councll t o r  Research in 
the Social Sciences. Chapter 2. 

Kulp, C.A.: Casualty Insurance. (]aapter 9. 

(c) Health Insurance. 

U.S. Social Security Board: Disability Among Gainfully Occu- 
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pied Persons. Bureau Memorandum No. 61. 

Sina i ,  N., Anderson, O.W., and Dol la r ,  M.L.: Health Insurance 
in the United States. 

(d) Old Age Assistance and Insurance. 

Grant, Margaret: Old Age Security. 

Meriam, L.: Belief and Social Security. Chapters 2, 5 and 6. 

House Ways and Means Committee: Issues in Social Security. 
Parts I and I I .  

Feraud, Luclen: Actuarza l  Technxque and F*nanc!al Or~an, za t lon  
of  Soc ia l  Insurance ( I n t r o d u c t i o n  only) .  I n t e r n a t i o n a l  La- 
bour Of f ice .  S tud ies  and Beports .  S e r i e s  M, No. 17. 

(e) UnempZoy~ent Insurance. 

Department of Labor, State of New York: Economic Brief in Sup- 
port of the New York Unemployment Insurance Law. 

Meriam, L. : Relief and Social Security. CZapters 8 and 9. 

House Ways and Means Committee: Issues in Social Security. 
Part III. 

Social Security Administration: Comparison of State Unemploy- 
ment Compensation Laws (latest edition). 

Kulp, C.A.: Calculation of the Cost of Unemployment Benefits 
(With Particular Reference to Ohio and Pennsylvania). 
P.C.A.S. )(IX, 268. 

FELLOWSHIP: PART III 

SECTION 13. DETERMINATION OF PREMIUM, LOSS AND EXPENSE 
RESERVES. 

Michelbacher, G.F. and Associates: Casualty Insurance Prin- 
ciples. Chapter 9. 

Black, N.C. : Method of Setting Up Reserve to Cover Incurred 
But Not Beported Loss Liability. P.C.A.S. )(IV, 9. 

Matthews, A.N.: A System of Preparing Reserves on Workmen's 
Compensation Claims. P.C.A.S. XIV, 244. 

Craig, J.D.: The Actuarial Basis for Premiums and Reserves 
in Personal Accident and Health Insurance. P.C.A.S. 
)(VII, 51. 

Beport of the Committee on Compensation and Liability Loss 
Beserves. P.C.A.S. XVII, 137, 333. 

F~eber, W.F. and Marshall, B.M.: An American Bemarriage 
Table. P.C.A.S. XIX, 279. 

Valerius, N.M. : On Indeterminate Reserve Tables for Compen- 
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sation. P.C.A.S. XX, 82. 
Tarbell, T.F.: Incurred But Not Reported Claim Reserves. P.C.A.S. 

XX, 275. 
Informal Discussion: Reserves Against the Recurrence of an Unfa- 

vorable Loss Ratio in the Bonding Lines. P.C.A.S. XXIII, 269. 
Informal Discussion: Premiums and Loss Reserves for Casualty and 

Bonding Insurance. P.C.A.S. XXV, 366. 
Department of Labor, State of New York: Special Bulletin No. 207, 

Workmen's Compensation Tables. 
Conrod, S.F.: Valuation of Non-Cancellable Accident and Health 

Insurance Policies. P.C.A.S. XXXII, 27. 

The candidate should have knowledge of the provisions 
of Section 326 of the New York Insurance Law (as re- 
codified in 1939): loss and loss expense reserves of 
casualty insurance and surety companies. The convention 
form of annual statement blank for casualty companies 
sets forth in Schedule "P" the statutory loss reserve 
requirements for the liability and compensation lines. 
This schedule should be studied carefully. 

SECTION I~. ADVANCED PROBLEMS IN CASUALTY INSURANCE 
STATI STI CS, 

This sec t ion  inc ludes  reading which covers: (a) the 
planning and use of  i n t e rna l  s t a t i s t i c a l  mate r ia l ,  and 
the compilation and p re sen ta t i on  of  casua l ty  insurance 
s t a t i s t i c s  for acbninistrative and ra te  making purposes; 
(b) sources and uses of external  s t a t i s t i c s  p a r t i c u l a r l y  
as they may be required in casua l ty  insurance adminis- 
t r a t i o n  and ra te  making, and (c) advanced problems in 
s t a t i s t i c a l  analyszs.  

(a) Internal S ta t i s t i cs .  

In a d d i t i o n  to the r e f e r e n c e s  c i t ed ,  the candidate  
should study the various s t a t i s t i c a l  plans used in casu- 
a l t y  i n su rance .  The p lans  most wide ly  used, and the 
organ iza t ions  publ i sh ing  them, are l i s t e d  below: 

Personal Accident and Health Statistical Plan: Bureau of 
Personal Accident and Health Underwriters, 60 John 
Street, New York. 

The Unit Statistical Plan and Schedule ~Z" for Workmen's 
Compensation; National Council on Compensation Insur- 
ance, 45 East 17th Street, New York. 

Standard Fidelity, Surety and Forgery Classification Code: 
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Towner Rat ing Bureau, I n c . ,  60 John S t r e e t ,  New York. 
S t a t i s t i c a l  p lans  for  Automobile Bodi ly  I n j u r y  and Automo- 

b i l e  Proper ty  Damage L i a b i l i t y ,  Bo i l e r  and Machinery, 
Burglary ,  Glass ,  and the r e s p e c t i v e  General L i a b i l i t y  
l i n e s ;  Nat ional  Bureau of  Casual ty  Underwri te rs ,  
60 John S t r e e t ,  New York. 

Automobile S t a t i s t i c a l  Plan for  F i re ,  Thef t ,  Comprehensive, 
C o l l i s i o n  and A l l i e d  coverages:  Nat iona l  Automobile 
Underwri te rs  Assoc ia t ion ,  90 John S t r e e t ,  New York. 

Automobile S t a t i s t i c a l  Plans  ( a l l  coverages) :  Nat ional  As- 
s o c i a t i o n  of  Independent I n s u r e r s ,  111 West Washington 
S t r e e t ,  Chicago, I l l i n o i s .  

S t a t i s t i c a l  Plans - Casual ty  Lines o ther  than Automobile: 
Na t iona l  Assoc ia t ion  of  Independent In su re r s ,  111 West 
Washington S t r e e t ,  Chicago, I l l i n o i s .  

Michelbacher ,  G.F. and Assoc ia t e s :  Casual ty  Insurance P r i n c i -  
p l e s .  Chapters  10 and 11. 

C r i s t ,  C.W. J r . :  Corporate Sure tysh ip .  Chapter 7. 
Hobbs, C.W.: Workmen's Compensation Insurance .  Chapter 16. 
Linder ,  Joseph: The Function and Place  of  the S t a t i s t i c a l  De- 

t r iment  i n a  Mul t ip le  Line Casua l ty  Company. P.C.A.S. 
V, 27. 

Masterson, N.E.:  Statistical Methods for Casualty Companies by 
Use of the Eighty Column Hollerith System. P.C.A.S.Xk~,288. 

Graham, C.M.: The New York Unit Statistical Plan; A Method of 
Preparing and Reporting Data and Analyzing the Carrier's 
Busxness. P.C.A.S. XVII, 190. 

Kormes, Mark: A Method of Assembling and Analyzing the Data 
Reported under the Unit Statistical Plan. P.C.A.S. XVIII,99. 

The candidate should be familiar with the sources of 
published insurance statistics, so as to know where to 
obtain such information when the need arises. The fol- 
lowing annual publications constitute a representative 
list of such sources: 

Alfred M. Best Co., (New York): Best's Insurance Reports 
(Casualty and Surety); Best's Reproductions of Princi- 
[al Schedules from Casualty and Surety Statements; 
Best's Fire and Casualty Aggregates and Averages. 

The National Underwriter (New York): Argus Casualty and 
Surety Chart. 

The Spectator (Philadelphia): The Spectator Insurance 
Year Book: I. Casualty and Surety Volume; If. Casual- 
ty Insurance by States. 

The Weekly Underwriter (New York): The insurance Almanac. 

(b) External S ta t i s t ics .  

The candidate  should endeavor to become acquainted 
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wi th  as many sources  o f  e x t e r n a l  s t a t i s t i c s  as p o s s i b l e  
so  as to  know where to  o b t a i n  the  n e c e s s a r y  i n f o r m a t i o n  
in  c o n n e c t i o n  wi th  the  s o l u t i o n  o f  p rob lems  a r i s i n g  in  
the  c a s u a l t y  i n s u r a n c e  bus ines s .  The fo l lowing  i s  a r ep -  
r e s e n t a t i v e  but l i m i t e d  l i s t  o f  such sources :  

Board of  Governors of  the Federa l  Baserve System: Federa l  
Beserve Bulletin (monthl~). 

Division of Statistical Standards, United States Bureau of 
the Budget: Statistical Services of the United States 
Government. 

Schmeckebier, L.F.:, Statistical Work of the National Gov- 
ernment. 

United States Department of Commerce: Survey of Current 
Business (monthly). 

United States Department of Commerce, Bureau of the Cen- 
sus: Statistical Abstract of the United States 
( annua l ly ) .  

United S t a t e s  Department of  Labor, Bureau of  Labor Sta-  
t i s t i c s :  Monthly" Labor Review. 

United States Department of Labor, Bureau of Labor Sta- 
tistics: Methods of Procuring and Computing Statis- 
tics. Bulletin 326. 

United States Department of Commerce, Bureau of Foreign 
and Domestic Commerce: Distribution Cost Accountxng 
for Wholesaling (Domestic Commerce Series, No. 106). 

(c) Advanced Stat isTical  Analysis. 

The c a n d i d a t e  s h o u l d  be f a m i l i a r  w i th  m a t h e m a t i c a l  
statistics and statistical analysis, with special at- 
tention to applications in casualty insurance. The first 
two r e f e r e n c e s  c i t e d  be low a r e  s u p p l e m e n t a r y  to  t h e  
Richardson  t e x t  c i t e d  under  S e c t i o n  1, and w i l l  p r o v i d e  
the  c a n d i d a t e  w i th  the  m a t h e m a t i c a l  background  n e c e s -  
s a r y  f o r  a r e a d i n g  o f  the  s u b s e q u e n t  r e f e r e n c e s  which 
r e l a t e  p a r t i c u l a r l y  to  c a s u a l t y  i n s u r a n c e .  

Hoel, Paul G.: I n t r o d u c t i o n  to Mathematical  S t a t i s t i c s .  
Wolfenden, Hugh H.: The Fundamental P r i n c i p l e s  of  Mathematical  

S t a t i s t i c s .  Chapters  I through VI, VI I I ,  IX, XI,, VII ex- 
c lud ing  pp. 75-77 i n c l u s i v e .  Sec t ion  B, Mathematics and In-  
terpretat*ons, Paragraphs 22-25. Section C, Applications, 
Paragraphs 7, 17-18, 20-25. 

Peters, Stefan: A Method of Testing Classification l~elativi- 
ties. P.C.A.S. XXVIII, 105. 

Bailey, Arthur L.: Sampling Theory in Casualty Insurance. 
P.C.A.S. XXIX, 50 and P.C.A.S. XXX, 31. 

19 



Satterthwaite, FOE.: Notes on Mathematical Statistics. P.C.A.S. 
XXIX, 122. 

Bailey, Arthur L.: A Generalized Theory of Credibility. P.C.A.S. 
XXXII, 13. 

Carleton, John: Non-Random Accident Distributions and the 
Poisson Series. P.C.A.S. XXXII, 21. 

FELLOWSHIP:  PART IV 

SECTION 15. ADVANCED PROBLEMS IN CASUALTY INSURANCE AC- 
COUNTING. 

The cand ida te  should acquire  an adequate knowledge 
of the following: 

1. General Accounting. As a p r e r e q u i s i t e  to a s tudy 
of  insurance accounting in d e t a i l ,  the candidate  
should be famil iar  with the fundamental accounting 
p r inc ip les ,  terms and forms as se t  for th  in stand- 
ard co l lege  t ex t s  on the subjec t .  " P r i n c i p l e s  of  
Accounting" by R.B.gester is  suggested for reading. 

2 ]he purposes, d e t a i l s  and sources of the accounts 
set  for th  in the current  convention form of annual 
s ta tement  blank (with accompanying schedules) for 
casua l ty  companies. 

3. The Casualty Insurance Expense Exhibit  and the in- 
s t ruc t ions  for i t s  preparat ion.  

4. The adapta t ion of  t abu la t ing  machine equipment to 
purposes of  insurance accounting. 

Hall, R.S.: Casualty Insurance Accounting. (The particular forms 
and schedules set forth in this book are in many instances su- 
perseded, but the text is important for a discussion of insur- 
ance accounting principles. ) 

Michelbscher, G.F. and Associates: Casualty Insurance Principles. 
Chapters 20 and 22. 

Hobbs, C.W.: Workmen's Compensation Insurance. Chapter 14. 
Tarbell, T.F.: Determination of Acquisition and Field Supervision 

Cost by Line of ~siness for Casualty Insurance. P.C.A.S. X, 
107. 

Tarbell, T.F.: Accounting Methods for Casualty Companies by Use 
of the Hollerith System. P.C.A.S. XII, 21S. 

Bailey, W.B.: The Allocation of Adjusting Expen'se to Line of In- 
surance. P.C.A.S. )(IV, 233. 

VanithTUyl,Cards.H.O.P.C.A.S.The AnaIysiSXvl, 121.°f Expenses by the Use of Holler- 

Perryman, F.S. : The Tneory of the Distribution of the Expenses 
of Casualty Insurance. P.C.A.S. X~'II, 22. 

Magrath, J.J.: Valuation of Investments. P.C.A.S. ~X, 281. 
Barber, H.T.: Compensation Expenses Per Policy. P.C.A.S. XXI,65. 
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Waite, H.V.: Distribution of Inspection Cost by Line of Insur- 
ance. P.C.A.S. XXII, 15. 

Tarbell, T.F. and Waite, H.V.: The Distribution of Casualty Ad- 
ministration Expense by Line of Insurance. P.C.A.S. XXIV, 45. 

Tarbell, T.F. : Casualty Insurance Accounting and the Annual 
Statement Blank. P.C.A.S. XXVII, 294. 

Tarbell, T.F.: Exhibits and Schedules of the Casualty Annual 
Statement Blank. P.C.A.S. XXVIII, 60. 

Pruitt, D.M.: Premium Collections on Punch Cards. P.C.A.S. 
XXVIII, 503. 

SECTION 16. ADVANCED PROBLEMS IN THE UNDERWRITING AND 
ADMINISTRATION OF CASUALTY INSURANCE. 

I t  i s  s t r o n g l y  recommended t h a t  the  c a n d i d a t e  seek to  
a c q u i r e  t e c h n i c a l  p r o f i c i e n c y  in  t he  s u b j e c t s  c o v e r e d  
u n d e r  t h i s  s e c t i o n  by d i r e c t  d i s c u s s i o n ,  whenever pos-  
s i b l e ,  w i t h  e x e c u t i v e s  in  t h e  v a r i o u s  depa r tmen t s  o f  
the  c a s u a l t y  i n s u r a n c e  b u s i n e s s .  In  a d d i t i o n ,  the  can- 
d i d a t e  shou ld  r ev iew s c i e n t i f i c  and p r o f e s s i o n a l  j o u r -  
n a l s  and the  p r o c e e d i n g s  o f  s u p e r v i s o r y  and a d m i n i -  
s t r a t i v e  b o d i e s  o r  a s s o c i a t i o n s .  I l l u s t r a t i v e  o f  t h e s e  
m a t e r i a l s  a r e  the  fo l lowing :  

In te rna t iona l  Association of Indus t r ia l  Accident Boards and 
Commissions: Proceedings (annual). Published cur ren t ly  by 
the United Sta tes  Department of Labor, Division of Labor 
Standards. 

National Association o{ Insurance Commissioners: Proceedings. 
State of New York, Superintendent of Insurance: Casualty, 

Surety and Miscellaneous Report. Part  I I I  (~nnual). 
State of New York, Superintendent of Insurance: Preliminary 

Beport (annual). (Materials on Casualty and Social In- 
surance). 

The candidate should keep in touch with current de- 
velopments in casualty and related insurance lines by 
reading regularly the New York Journal of Commerce and 
also at least two general insurance periodicals. Best's 
I n s u r a n c e  News ( F i r e  and C a s u a l t y  E d i t i o n )  fo r  the  most  
r e c e n t  y e a r s  s hou l d  be r ev i ewed  f o r  a r t i c l e s  r e l a t i n g  
to  i n s u r a n c e  company i n v e s t m e n t s .  

The cand ida te  should  review a l l  pape r s  in the  Proceed- 
ings o f  the Soc ie ty  fo r  r e c e n t  yea r s  which a re  not  c i t e d  
u n d e r  t he  p r e c e d i n g  s e c t i o n s .  The p a p e r s  i n c l u d e d  in  
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the following references are indicated for particular 
attention: 

Michelbacher ,  G.F. and Assoc ia t e s :  Casual ty  Insurance P r i n c i p l e s .  
Chapters  2, 3, 12, 14-19 and 21. 

Hobbs, C.W.: Workmen's Compensation Insurance.  Chapter 11. 
Flynn, B.D.: I n t e r e s t  Earnings as a Fac tor  in Casual ty  Insurance 

Rate Making. P.C.A.S. XIV, 285. 
T a r b e l l ,  T .F . :  Business Cycles and Casual ty  Insurance.  P.C.A.S. 

XVIII, 253. 
T a r b e l l ,  T .F . :  The E f f e c t  of  Changes in Values on Casual ty  In-  

surance.  P.C.A.S. )(IX, 1. 
Dorwei ler ,  Paul :  P o l i c y  L imi t s  in Casual ty  Insurance.  P.C.A.S. 

XX, 1. 
C a h i l l ,  J .M.:  Product  Pub l ic  L i a b i l i t y  Insurance.  P.C.A.S. 

XXI, 26. 
Report of  the Committee on Bases o£ Exposure for  Workmen's Com- 

pensa t ion  Insurance.  P.C.A.S. XXI, 200 .  
Hobbs, C.W.: Federal Jurisdiction and the Compensation Acts. 

P.C.A.S. XXIII, 170. 

Ainley, J.W.: Problems in Relation to Contractual Liability In- 
surance. P.C.A.S. XXV, 151. 

Vanderfeen, C.G. : Voluntary Plans for Granting Automobile Bodily 
Injury and Property Damage Liability Insurance to Risks Un- 
able to Secure it for Themselves. P.C.A.S. XXVIII, 471. 

Farley, Jarvis and Billings, Buger: An Approach to a Philosophy 
of Social Insurance. P.C.A.S. XXIX, 29. 

Blanchard, Ralph H. Survey of Accident and Health Insurance. 
IJ.S. Social Security Board. Bureau Memorandum No. 62. 

Blackall, J.C.: Stocks and Bonds as Insurance Company Invest- 
ments. Proceedings, National Association of Insurance Com- 
missioners, 1936, 91. 

Informal Discussion: Investments of Casualty Insurance Compa- 
nies. P.C.A.S. XXIV, 141. 
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Blanchard,  Ralph H. 
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Crist, G.W., J r .  

Division of Statis- 
tical Standards, 
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Dowling, L. Wayland 
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F~raud, Lucien 

Freeman, Harry 

Grant,  Margaret  

Granville, W.H., 
Smith, P.F. and 
Longley, W.B. 

Hall, H.S. and 
Knight, S.R. 

Greville, Tnomas N.E. 

TI  TLE 

Fire and Casualty Edition 
(monthly) 

Survey of  Accident and 
Health Insurance (Bureau 
Memorandum No. 62) 

Beport to the Columbia U- 
n i v e r s i t y  Council for Be- 
search in the Social Sci-  
ences(1932) (out of  pr in t )  

Business Law ( th ird  edit ion 
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United States Government 
(19~7) 

Economic Br ie f  in Support of  
the New York Unemployment 
Insurance Law (t937) 

Mathematics of  L i f e  Insur- 
ance (1925) 

Accident and Health Insur- 
ance (t940) 

Actuarial Technique and Fi- 
nancial Organization o f  
Social Insurance, Interna- 
tional Labour Off ice ,  Se- 
r ies  M, No. t7 

Mathematics for Actuarial 
Students; Part I I - F i n i t e  
Dif ferences,  Probabi l i ty  
and Elementary S t a t i s -  
t ics  (1939) 

Old Age Securi ty  ( t93~ 

Elements of Calculus (1946[ 

Higher Algebra (fourth ed- 
ition 1891) 

United States Bureau of the 
Census: United States  L i fe  
Tables and Actuarial Ta- 
bles, 1939-41 

P U BL$ SH ER 

Al f red  M.Best Co., 
Ne* York 

Social Security 
Administration, 
Washington, D. C. 

Press of Interna- 
tional Printing 
Company, Phila- 
delphia. 

Tne Ronald Press 
Company, New York 

McGraw-Hill Book CO., 
Inc. , New York 

Division of Statis- 
tical Standards, 
Bureau of the Bud- 
get, Washington,D.C. 

Division of Placement 
and Unemployment In- 
surance, Albany,N. Y. 

McGraw-Hill Book Co., 
Inc., New York 

McGraw-Hill Book Co., 
Inc., New York 

International Labour 
Off i ce ,  Washington, 
D.C. 

Cambridge University 
Press 

Social Science Re- 
search Council, Com- 
mittee on Social SO- 
curl ty, Washington, 
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