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"The subject of reserves for incurred but not reported claims has 
received very scant consideration in our proceedings, nor is there 
available to the writer 's knowledge any written aspects of the subject." 

The above quotation of the opening paragraph of a paper by Mr. 
Thomas F. Tarbell titled "Incurred But Not Reported Claim Reserves" 
published in Volume XX, Par t  II of the Proceedings of the Casualty 
Actuarial Society dated May 18, 1934, is almost as appropriate today 
is it was then. During the past twenty years relatively little new 
information on this subject has been published in the Proceedings of 
the Society. 

The reserve for incurred but not reported claims as described by 
Mr. Tarbell and also by Mr. Nellas C. Black in a prior report published 
in the 1927 Proceedings of the Society relates exclusively to such 
losses. It  is of interest to note that neither of these gentlemen ad- 
vanced the premise that the incurred but not reported claim reserve 
together with reserves for reported losses would offset the total 
liability of the company for losses incurred but undisposed. Instead, 
losses incurred but not reported were recognized as comprising a 
hidden liability which cannot be evaluated under reserve practices 
appropriate to reported losses. 

In contrast to the reserves for incurred but not reported claims, the 
concept of the month of loss deficiency reserve, as discussed herein, 
is based on the premise that all hidden reserve need, whether it result 
from unreported or reported claims, must be statistically measurable 
as a segment of the company's total liability for undisposed claims. 
Under this premise, the total incurred losses for each month of loss 
will at any time be composed of one or more of the following groups 
of claims : 

(a) Paid losses. 
(b) Investigated losses reserved for case values. 
(c) Reported losses in the course of investigation. 
(d) Unreported losses. 
The concept of the month of loss deficiency reserve is principally 

concerned with the current evaluation of losses in the course of 
investigation and unreported losses in combination as a single unit of 
reserve need. The manner  in which this may be accomplished under 
month of loss analyses can best be described in terms of specific data 
taken from Exhibit I, which shows how we maintain such experience. 
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The reported incurred losses for the 
developed as follows: 

January,  1954, month of loss 

Date of Reported Cumutat~ve Repovted 
Evaluation Loss Reserves Paid Losses Losses Ratios 

1-31-54 $1,219,985 $43,716 $1,263,701 .478 
2-28-54 2,095,646 172,407 2,268,053 .858 
3-31-54 2,232,006 314,643 2,546,649 .963 
4-30-54 2,181,910 462,841 2,644,751 1.000 
5-31-54 2,034,060 600,990 2,635,050 .996 
6-30-54 1,898,731 743,371 2,642,102 .999 
9-30-54 1,518,285 1,110,081 2,628,366 .994 

12-31-54 1,182,510 1,482,498 2,665,008 1.008 
3-31-55 947,590 1,707,817 2,655,407 1.004 
6-30-55 762,980 1,876,037 2,639,017 .998 
9-30-55 649,140 1,928,000 2,577,140 .974 

It  may be observed that  the rates at which losses are reported and 
investigated together with our opening reserve practice constitute the 
principal factors which control the early development of reported 
losses. For  this month of loss, the total reported losses af ter  four 
months of development reach a level that  continues to be maintained 
in subsequent months of development in a relatively stable manner .  
The exhibits which accompany this report  will indicate the extent to 
which this level of losses is reasonably representative of the final 
disposed value of such losses for every month of loss. For  the moment  
we shall assume that  for  each month of loss the reported losses will, 
after  an observable min imum period of development, represent  the 
first reasonably accurate indication of disposed value, including, of 
course, the effect of any contingency margin maintained in reserves. 
This minimum period of development, in the above data, is four  
months.  For  ease of reference, the end of this minimum period of 
development will hereafter  be called the point of stability, and the 
reported incurred losses at  this point will be called "base" losses. 

We may now define deficiency reserves as the amounts by which 
reported losses are inadequate or "deficient" as compared to base 
losses at  every date of evaluation preceding the point of stability for 
each month of loss. 

The concept of reserve for losses incurred but  not reported cannot 
easily be statistically reconciled to the concept of deficiency reserves, 
nor, for that  mat ter  to the actual development pat tern of month of 
loss experience. Referr ing again to the January,  1954, month  of loss 
data set for th above, it  may be noted that  af ter  the four th  month of 
development any supplemental reserve for incurred but  not reported 
claims appears excessive in terms of total need. As a mat te r  of record, 
between the dates of April 30, 1954, and September 30, 1955, we 
received original reports of losses incurred in January  of 1954 total- 
ling 129 claims in number  and $103,482 of case reserves. An additional 
reserve of this size at any point during the period stated is clearly not  
needed because our estimated value of total incurred losses actually 
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declined during the period by the amount of $67,611. This decline 
resulted from the combined effect of several types of loss transactions. 
Specifically, new reports, reopened claims and reserve increases were 
offset by reserve takedowns on paid claims and claims closed without 
payment. 

This interplay of loss transactions occurs during every month of 
development of every month of loss. Furthermore the reserve for 
incurred but not reported claims can be seen to have no necessary and 
consistent relation to the need for deficiency reserves. The deficiency 
reserve need is solely dependent upon the development pattern of re- 
ported losses. The development pattern is in turn principally de- 
pendent upon the claim policies of the company. 

These general relationships cannot be observed unless the claim 
policies and procedures of the company can be shown to be reasonably 
accurate and consistent under statistical analysis. The month of loss 
experience we have developed for this purpose must be recognized 
as being the product of our own claim operation. These data may not 
be assumed to be representative of the operations of any other 
company. 

Exhibit I I A P a r t  1 sets forth the recorded value of reported losses 
(a) by year of loss for 1953 and prior years and (b) by month of loss 
for 1954 and 1955 through October, as of the end of every month of 
development in 1954 and 1955 through October. 

It will be noted that our reserves for years of loss 1953 and prior 
had a very satisfactory development in 1954 and 1955 through 
October. More importantly it will be seen that for each 1954 and 1955 
month of loss shown, the monthly development of reported losses 
followed a very similar pattern. Specifically, the reported losses after 
one month of development continued to increase during the second, 
third and fourth months of development. Thereafter,  they displayed 
at each subsequent month of development a high degree of stability. 
In other words after  four months of development, the reported losses 
for each month of loss consistently reached a point of stability and 
on current  expectations they may be presumed to represent at that  
point a reasonably accurate indication of the disposed value of the 
total incurred losses. Thus "base" losses in our company are usually 
obtained at the fourth month of development for each month of loss. 

Exhibit I I - - P a r t  2 sets forth certain ratios derived from Exhibit 
I I - - P a r t  1 data as follows: 

A. For years of loss prior to 1954 the ratios shown reflect the 
monthly development throughout 1954 and 1955 through October 
of the December 31, 1953, outstandings. 

B. For each 1954 and 1955 month of loss shown the ratios represent 
the relation of reported incurred losses by 1954 and 1955 months 
of development shown to "base" losses for each such month. 

Exhibit III sets forth the development pattern, as described and 
illustrated in connection with Exhibit II, Part 2, for each state in 
which we operate. There is one difference. All 1954 months of loss for 
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each state have been combined by month of development to produce 
these state patterns. At this time we will say only that  our larger 
states produce "base" losses that  are reasonably consistent while 
smaller states do not. In all other respects these by state data are 
highly erratic. We have not attempted to apply the methods described 
in this report to individual states for the obvious reasons that  our 
present exposures are too limited to produce satisfactory indications 
and because there is no need for this type of refinement in the pro- 
cedures under discussion. 

Under some circumstances, "base" losses may not necessarily be a 
reasonable indication of the disposed value of such losses. No system 
of analysis will circumvent the effect of strong economic trends on 
claim values. But based on current and expected conditions, the in- 
surance industry has over the years done a highly creditable job of 
maintaining sound and consistent case reserves. The concept of "base" 
losses is dependent upon sound practice in the same manner that is 
applicable to any kind of reserve evaluation. Any excess or inadequacy 
in the reserves included in base losses will eventually show up in the 
subsequent development of the experience. The greatest source of 
month to month development distortion observed in these data appears 
to be an occasional tendency reflected in individual state development 
patterns to be over-sensitive to apparent changes in case reserve  
values. Sound and consistent procedures for disposing of losses are a 
prerequisite to any successful method for evaluating reserve needs. 

It can be seen that our opening reserve practice has an important 
influence on the early development of reported losses. Let us again 
consider the developments of January, 1954, month of loss. The re- 
ported losses during the first four months of development and the 
indicated early deficiencies were: 

Month of Reported Ratio to 
Development Incurred Losses Deficiencies "Base" Losses 

1 $1,263,701 $1,381,050 .5222 
2 2,268,053 376,698 .1424 
3 2,546,649 98,102 .0371 
4 2,644,751 - -  - -  

Had the average of the opening reserves been higher, then the 
indicated deficiency for each of the first three months of development 
would have been smaller. Had the average of the opening reserves 
been lower, these deficiencies would have been greater. 

As a matter of information our opening reserve practice is to 
assign a specific factor reserve to each new claim reported. This factor 
reserve is varied by state and in certain areas it varies within state 
to recognize the influence of unusual local conditions. These factor 
reserves run as low as about $500 and as high as about $1,000 per 
claim. There are two exceptions to this factor reserve practice. If a 
loss is discovered by an adjuster in the course of an investigation, he 
is permitted to establish a case value reserve. Similarly, reopened 
claim reserves are usually based on case values. 
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In order to observe the influence of our opening reserve practices 
on the development of reported incurred losses we have separately 
coded and tabulated several different kinds of important loss trans- 
actions. These transactions, which we call "elements" or "components" 
of loss, are as follows: 

(a) Reported losses in number and amount. 
(b) Reopened losses in number and amount. 
(c) Paid losses in number and amount. 
(d) Paid revisions in amount. A paid revision is defined as the 

difference between the amount of a closing payment and the 
amount of the reserve so disposed. 

(e) Regular revisions in amount. Regular revisions are defined as 
amounts of reserve changes not resulting from cIosing pay- 
ments. 

(f) Claims closed without payment in number and amount of dis- 
posed reserves. 

(g) Reserves in number and amount. 
The data obtained from these month of loss tabulations have been 

combined for each element of loss by month of loss and month of 
development and related to "base" losses for purposes of comparison. 
These data are too detailed for inclusion in this report. Their principal 
indications are summarized as follows. 

The great  majori ty of all losses reported within 90 days after 
occurrence are investigated and reserved on a case basis before the 
end of the fourth month of development of each month of loss. During 
this four month period the opening reserves are rapidly replaced by 
case reserves. Consequently the influence of the opening reserve on 
the development of incurred losses on report is quickly offset by the 
influence of reserve revisions and takedowns resulting from the con- 
version of opening reserves to case values, payments and losses closed 
without payment. 

The opening reserve can be increased or decreased over substantial 
ranges without creating large distortions in the development pattern 
of reported incurred losses. Furthermore, such changes in opening 
reserves are not proportionate in their effect on the outstandings as 
of the first, second and third month of development. For example, in 
one test analysis we doubled the opening reserve and still did not 
remove the deficiency in incurred losses af ter  one month of develop- 
ment. At two and three months of development, however, the reported 
loss reserves were found to be too high. It is our opinion that  the 
opening reserve level cannot be used to control the development of 
reported incurred losses during the early months of development so 
as to uniformly eliminate the need for deficiency reserves. 

One final comment on the opening reserve may be of interest. Our 
company records bodily injury losses on a per accident basis. This 
tends to minimize the effect of changing the opening reserve as com- 
pared to what would occur if claims were counted on a per claimant 
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basis. In addition we record a loss count in the event that  a report  
contains any reasonable indication that  injuries have been sustained. 
This has a dual effect. It  gives us a substantial number of reports 
that will later close without payment. It also somewhat increases 
the effect of changes in opening reserve levels. Our practices in re- 
cording claim count have made it necessary for us to adopt a method 
for disposing claims to be closed without payment on a continuous 
and uniform basis. Any other method creates very large distortions 
in our reserve adequacies from month to month. 

If we should use no opening reserve prior to the completion of 
investigations, our deficiency reserve needs would be much larger. If 
we should use very large opening reserves we would create excessive 
indications of incurred losses at the second and third months of 
development for each month of loss. In the opinion of the writer, the 
opening reserve should be maintained at that level which will produce 
minimum indications of deficiency reserve need without creating 
excessive indications of incurred losses after two and three months of 
development. This means that our need for deficiency reserves af ter  
three months of development should be kept as small as possible. We 
are not dissatisfied when our statistics occasionally indicate a small 
credit at this point. 

The basic objective of any loss reserve program is to set aside 
sufficient funds to defray the eventual cost of disposing losses that are 
currently outstanding, whether they be reported or unreported. Con- 
versely, if our total loss reserves for every immature month and 
year  of loss are wholly adequate at every monthly date of reserve 
evaluation, the above objective will be achieved. The clear indication 
of this comment is that the loss reserves for every month of loss 
should be predicated upon the expected total incurred losses for each 
such month of loss. 

Through the years we, like most companies, have at  monthly inter- 
vals tabulated our paid and outstanding losses. The total of our 
reserves for both reported and unreported losses was presumed to 
represent the company's total liability for undisposed losses at each 
such monthly date of evaluation. Since these reserves together with 
paid losses established the current estimate of our total incurred losses 
by calendar year and by policy year, it is a necessary consequence 
that  they also established our combined total incurred losses by year 
of loss and by month of loss. Consider the following example : 

From Exhibit I I - - P a r t  1, the reported losses for the years and 
months of loss shown may, as of April 30, 1955, be summarized as 
follows : 

Month or Years Reported 
of  Loss I n . f r e d  Losses 

1954 and Prior . . . . . . . . . . . . . . . . . . . . . . . . . . .  $163,584,547 
1955--January . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,023,048 

February . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,678,907 
March . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,833,488 

April . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,768,352 
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From Exhibit  II  i t  may be observed that  as of April 30, 1955, the 
reported losses for the three latest months above were deficient in 
terms of "base" losses as follows: 

Defi~e~y of Reported 
Losses as of April 30, 1955 

As Subsequently 
Month o.f Loss Developed 

February,  1955 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 154,894 
March, 1955 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  509,387 
April, 1955 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,684,728 

Total '$2,349,009' 

Assume for the moment  that  we had no reserve established as of 
April 30, 1955, to offset these deficiencies. In this case our management  
report  for April of 1955 would have shown $2,349,009 more profit on 
the current  calendar month experience for these months of loss than 
was justified by subsequent development. An examination of Exhibit  
II, Pa r t  1 reveals that,  in the absence of an appropriate reserve, this 
entire $2,349,009 would have shown up in the management  reports 
for May, June and July as underwri t ing losses on the experience for 
the February,  March and April months of loss. In all instances these 
profits and losses noted would have been entirely fictitious. 

We would have completely eliminated these part icular  "paper" 
profit and loss distortions in our management  reports if our deficiency 
reserve for these three months of loss had been exactly (a) $2,349,009 
as of April  30, 1955, (b) $688,443 as of May 31, 1955, and (c) $34,272 
as of June 30, 1955. 

As of April  30, 1955, our incurred but not reported claim reserve, 
which we maintain for purposes of comparison, was $1,849,969. Had 
this reserve been on our records as of that  date, our April, 1955, 
Management  Reports would have contained a "paper" profit of 
$499,040. This amount  would have shown up in our Management Re- 
ports during the subsequent months of May and June as a fictitious 
underwri t ing  loss. 

Finally our indicated deficiency reserves of record as of April 30, 
1955, were $2,146,637 and the fictitious effects of the inadequacy of 
this reserve were limited to about $200,000 or only 40% of the distor- 
tions tha t  otherwise would have resulted from the incurred but  not 
reported reserve indication. 

Distortions in our Management  Reports arising from the source 
described above will also affect our ra t ing data to whatever extent they 
may exist as of June 30 and December 31 of each year. As a mat ter  
of record, the maximum potential distortion as of December 31, 1954, 
could have affected pure premiums for  the last half  of that  year and 
the first half  of 1955 to the extent of more than 5% in each period. 
These potential distortions always approximate f rom 40% to 60% 
of the total incurred losses for every month of loss. The incurred but 
not reported reserve, if used, would have created distortions for 
individual months of loss in 1954 and 1955 through July ranging 
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from a minimum of $11,348 to a maximum of $958,836, and which 
would have averaged in excess of $450,000 per month. Even on our 
substantial volume of business, "paper" distortions of such size are 
highly undesirable. 

The best method we have found to date for limiting the effects of 
these "paper" distortions is to reserve each month of loss as accurately 
as possible from its inception. This obviously involves the computation 
of expected "base" losses for each month of loss during the first three 
months of development. By so doing we obtain a test for adequacy 
on the total reserves for each month of loss at every stage of develop- 
ment and in the process also obtain a precise check upon our compu- 
tation of expected "base" losses. 

The computation of expected "base" losses by month of loss is at 
best a somewhat uncertain process. Customary criteria, such as loss 
frequencies and average claim costs, when applied to month of loss 
experience, are neither sufficiently developed at the time such data 
is needed, nor are they sufficiently consistent from one month to 
another to be of much value in the computation of expected losses 
for any month of loss during its first, second and third months of 
development. The criteria which appear to be the most dependable 
for computing expected "base" losses comprise two principal groups 
of information. The first relates to accident month data. The second 
includes all other factors which may from time to time influence the 
current level of incurred losses. These two groups of criteria shall, 
for purposes of clarity, be separately discussed as follows. 

We have tested a number of methods for computing expected "base" 
losses for the current month of loss which make use of the experience 
of prior months. Most of these proved to be unsatisfactory. Further- 
more, it is procedurally difficult to obtain fully detailed data appro- 
priate to the current month of loss in the short time available before 
monthly closing entries must be made. If such detailed data could be 
available, it is possible to compute expected "base" losses that  are 
relatively accurate. We recognized, in the early stages of our studies, 
however, that any statistical or formula method which might be 
developed would of necessity be based on very limited current infor- 
mation. This meant that it would be necessary to test any such 
method over a fairly long period to determine whether it was equal 
or superior to accepted practice. The single method which has met 
this test involves a combination of prior month experience and current 
month developments on paid and reserved losses. It is described and 
evaluated as follows. 

The only loss element for which we have so far  been able to obtain 
a breakdown by month of loss in advance of monthly closing deadlines 
is the reported reserve. A review of Exhibit VI-A reveals that  the 
ratios of reported reserves by month of development have given a 
rather consistent reflection of "base" losses during early development 
periods. For example: 

(a) After  one month of development, for thirteen of the nineteen 
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months tested these ratios did not vary from a ratio of .500 
by more than .025 points either way. 

(b) After two months of development, for fourteen out of the 
nineteen months tested, the maximum variation from a ratio 
of .760 was .030 either way. 

(c) After three months of development, for fifteen out of nineteen 
months tested the maximum variation from a ratio of .840 
was .040 either way. 

By using the ratios of .500, .760 and .840 in connection with re- 
serves at the end of the first, second and third months of development 
respectively, expected "base" losses were projected and compared to 
actual "base" losses as shown on Exhibit VII. 

The use of the expected "base" losses for obtaining indicated 
deficiency reserves is described as follows. These expected "base" 
losses are assumed to consist of (a) cumulative paid losses, (b) re- 
ported reserves and (c) needed deficiency reserves. By deducting 
from expected losses the actual reported reserves and the paid losses, 
a remainder would be obtained which would represent the indicated 
deficiency reserve needed. Since paid losses by month of loss are not 
available before monthly closing entries must be made, we have ob- 
tained satisfactory paid loss allowance factors in the same manner 
reserve factors were obtained. 

On exhibit VIII, the indicated deficiencies are obtained: 
(a) After one month of development by reducing expected "base" 

losses from Exhibit VII by a paid loss allowance of 6% and 
by the actual month of loss reserve. 

(b) After  two months of development by reducing such expected 
losses by an 8% paid loss allowance and by the actual month 
of loss reserve. 

(c) After  three months of development by reducing such expected 
losses by a 12% paid loss allowance and by the actual month 
of loss reserve. 

It can be seen that our selection of the ratios stated above relating 
to both reported reserves and paid losses has been accomplished as 
simply as possible. We are handicapped in the determination of maxi- 
mum ranges of potential fluctuation by the sheer lack of available 
samples. At the time this report was originally prepared we had only 
19 "sample" months available and not all of these were sufficiently 
developed to be considered reliable. At the present time we have avail- 
able some 31 "sample" months and of these about 15 are sufficiently 
developed to be meaningful. This is still a very limited body of experi- 
ence from which to derive these particular development factors. 
Nevertheless investigation of such criteria has been started and the 
results obtained to date are highly encouraging. 

On Exhibit VIII, the sum of the deficiencies for the three latest 
months of loss represents the total indicated deficiency reserve ap- 
propriate to each date of evaluation. 
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Exhibit  IX shows the manner  in which needed deficiency reserves 
are retrospectively obtained from developed experience. 

Exhibit  X sets for th a comparison of (a) deficiency reserves actu- 
ally needed as shown on Exhibit  IX, (b) indicated deficiency reserves 
developed as shown on Exhibit  VIII  and (c) indicated reserves for 
incurred but  not reported claims. 

I t  is not  per t inent  to this report  to detail our method for obtaining 
a record of the incurred but not reported claim reserve. The methods 
we employ are in keeping with accepted practices. But  it  may be seen 
that  our reserves for losses incurred but  not reported as developed 
by our company are highly stable in comparison to needed deficiency 
reserves. 

F rom Exhibit  X we may obtain an exact indication of the sufficiency 
of both IBNR reserves and indicated deficiency reserves in terms of 
actual need for the period January,  1954, through July, 
follows: 

1955, as 

Variation of 
Var~atlon of Indicated 
IBNR Res. Ratio to Defiviency Reservs Ratio to 

Month, Year From Actual From Actual 
of Evaluation Actual Need Need Actual Need Need 

1954, March --244,827 --.137 --127,960 -- .072 
April -~22,766 ~.015 -[-247,198 -~.160 
May --579,843 --.269 --348,619 --.161 
June --235,653 --.129 W84,249 -[-.046 
July --324,611 --.166 --83,894 -- .043 
August  --355,824 --.178 --74,377 -- .037 
September --915,029 --.355 --828,993 --.321 
October --935,670 --.357 --618,051 -- .236 
November --958,836 --.358 --615,280 -- .230 
December --849,523 --.327 --83,624 -- .032 

1955, January  --440,772 --.198 --59,382 -- .027 
February ---346,681 --.162 --269,981 -- .126 
March 453,788 --.201 --227,030 --.101 
April 499,040 --.212 --202,372 -- .086 
May --557,949 --.229 --126,341 --.052 
June --11,348 --.994 -{-317,194 -{-.164 
July -{-129,393 -{-.071 -[-521,785 ~ .287  

In summary  of the methods described above for computing expected 
"base" losses by month of loss, they have produced a considerable 
improvement  over the results obtained from our record of needed 
reserves for  losses incurred but  not reported. Specifically the extreme 
range of error  of the deficiency reserve has been 14% lower than tha t  
of the incurred but  not reported claim reserve. Similarly, the average 
range of error  has been about 40% lower for the entire period f rom 
January,  1954, through July of 1955. 

In the t ime that  has elapsed since this report  was originally pre- 
pared we have extended the development of data set forth on the 
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exhibits of experience attached hereto through August  31, 1956. In 
addition corresponding data for the months of October, 1955, through 
August,  1956, have also become available. 

No effort has been made to incorporate these additional data into 
this report ;  first, for lack of t ime and second, because they continue 
to bear out the indications of the experience already discussed subject 
to the following additional comments. The reserve level and paid claim 
factors for the first three months of development as previously 
described continue to provide very satisfactory indications of total 
incurred losses on record af ter  four  months of development for every 
month of loss. Thus throughout  the entire period from January,  
1954, until  August  of 1956 the methods described in this report  for  
evaluating our hidden reserve needs by month of loss during the 
early months of development uniformly produce more acceptable 
results than were previously obtained. 

The additional data developed since July of 1955 does reveal a 
substantial t rend toward higher frequencies and also toward higher 
paid claim costs. The trend of increased frequency apparently has not 
tended to disturb the uniform development of our accident month data. 
However the t rend toward higher average costs and the accompanying 
needed higher average reserves on older claims is being reflected in 
increased indications of total incurred losses which become apparent  
after  the fourth  month of development. Specifically the point of 
stability in our later experience has moved out beyond the fourth  
month of development and as a result we have increased our deficiency 
reserves applicable to each month of loss in accordance with the in- 
dications obtained. Because of this part icular  development we are 
continuing to observe our monthly experience very closely in order 
that  we may introduce adjustments  in our procedure to be reflective 
of developing conditions as promptly as they appear in the experience. 

From an over-all standpoint,  neither the reserves for losses incurred 
but not reported nor the indicated deficiency reserves have, as yet, 
fully reflected the large monthly fluctuations of needed deficiency 
reserves as noted on Exhibit  IX. These fluctuations are a direct result 
of the large changes that  take place in the current  level of "base" 
losses for each succeeding month of loss. The available month of loss 
statistics used in the computation of expected "base" losses obviously 
need to be supplemented by factors which will give greater  recogni- 
tion to these large monthly changes in "base" losses by month of loss. 
These additional factors, which comprise the second group of infor- 
mation previously mentioned, are not readily susceptible of statistical 
segregation and evaluation. For  the present, these factors must  be 
considered as being integral components of sound judgment.  For 
example, the May, 1955, month  of loss developed incurred losses that  
were much lower in proportion to May of 1954 than we had antici- 
pated. Similarly, the December, 1955, month of loss now appears to 
be much more severe than expected. In the former instance, at least, 
we did not fully anticipate the effect of the tremendous campaign 
for highway safety that  was carried out over the Decoration Day 
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holiday period. Abrupt changes in public temperament respecting 
highway safety are difficult to anticipate under any form of statistical 
analysis. 

This second group of "judgment" factors also includes certain 
components which we have analyzed statistically. For example, long 
term and year to year comparisons of loss frequencies, average paid 
claim costs, "base" losses and other items have been productive of 
useful results. In a general way these kinds of comparisons provide 
reasonably accurate indications of current month expected "base" 
losses; but such indications must always be supplemented by indi- 
cations based on (a) whether or not the current month contains a 
major holiday, (b) the number of days in the current month, (c) 
National Safety Council reports and predictions and (d) any other 
particular factors that can strongly influence the expected losses for 
the current period. History reveals that various other influencing 
factors can and do arise, such as the outbreak or threat  of war, gaso- 
line rationing, strikes and other occurrences of national interest. We 
should like to devote a considerable discussion to our findings in 
relation to all these potential factors of importance. We are restrained 
from doing so for reasons of brevity and because such findings, being 
based on data accumulated under our own company procedures, would 
be of limited interest to other carriers. 

In general summary, we are certain that  this second group of judg- 
ment factors must enter the determination of expected "base" losses. 
We are also sure that  the observation of additional periods of month 
of loss data now being accumulated, will contribute to a more effective 
anticipation and evaluation of such "judgment" factors. Long term 
and seasonal trends will, in our opinion, eventually be at least partly 
removed from the "judgment" area. The remaining factors which can 
create very large monthly changes are so few in number and so dis- 
tinctive from the ordinary that  it is not unreasonable to hope that 
we shall learn how to cope with them more effectively. 

The foregoing comments show clearly that  no exact method for 
computing "base" losses is conceivable. Furthermore, the same areas 
of potential error that  plague the determination of expected "base" 
losses by month of loss also occur with equal force in the determina- 
tion of total reserves and total incurred losses, whether on a calendar 
year, policy year or accident year basis, and including any monthly, 
quarterly or semi-annual segment thereof. A fundamental test of any 
method for evaluating current reserve need is to determine whether 
or not such method produces results that  are equal or superior to the 
results of the method it is intended to replace. Our deficiency reserve 
program has up to the present proved superior to our past practice. 

The principal hope for fur ther  improvement appears to depend upon 
four possible developments. First, the expanded use of electronic data 
processing equipment should make it possible to extend this kind of 
research into areas that  are presently unavailable from a practical 
standpoint. Second, such equipment may permit the inclusion of addi- 
tional current month loss element factors into the computation of 
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expected 'Chase" losses by month of loss. Third, the accumulation of 
month of loss data over a longer period of observation will help remove 
certain important trend data from the area of judgment. Fourth, 
additional experience in dealing with the shock effects of major holi- 
days, unusual and abrupt economic influences and the like, may 
minimize the degrees of error we have encountered from these sources 
in the past. 

There is one important advantage to the employment of the "base" 
loss concept described herein that  is worthy of note even though it 
is not directly related to the computation of deficiency reserves. One 
of the great problems in checking upon the adequacy of case reserves 
is the sheer mass of files that must be handled in any such process. 
By maintaining a record of case reserves and paid losses by month 
of loss we can observe the over-all adequacy of such reserves for each 
month of loss separately. This helps to pinpoint any particular month 
of loss in which reserves may be developing either excessively or inade- 
quately. Furthermore it may be seen on Exhibit XIV that  after  six 
months of development, only a very small proportion of the total 
number of reported losses for each month of loss remain as open 
claims. Thus, very early in the development of any individual month 
of loss, it is possible to review the adequacy of total reserves for such 
month in any single state and this process will involve the handling 
of only a limited number of files in proportion to the total number of 
cases pending at any given time. 

We believe that  a continued effort to improve the accuracy of our 
reserve procedures is mandatory for many reasons. From the stand- 
point of administration, it has been stated that  we compile a calendar 
month record of experience by state and by coverage which is used 
by management to aid in carrying out its many functions. Unless this 
report is as accurate as possible it can be of only limited value. The 
underwriting gain and loss data set forth thereon is substantially 
influenced by the accuracy of reserves. If such data are allowed to 
become misleading, they also become potentially harmful. 

From the standpoint of rating data, the accuracy of reserves is of 
great importance. Consider for a moment the results that  would have 
been obtained from our record of needed reserves for losses incurred 
but not reported. Had this reserve been in use as of June 1, 1954, it 
would have proved to be about $235,000 inadequate for total need and 
as of December 31, 1955, it would have proved to be inadequate by 
almost $850,000. These inadequacies would have shown up as "paper" 
profits in the current management reports for these months. More 
importantly they also would have reduced the pure premiums for the 
first half and second half of 1953 experience periods below a correct 
indication. Finally, the pure premiums for the next subsequent periods 
of experience would have been inflated to a corresponding degree. 
These effects would have been severe because $235,000 is about 35% 
of the expected underwriting gain for the entire first half of 1954. The 
$850,000 inadequacy is over 100% of the expected underwriting gain 
during the last six months of that  year. 
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As serious as these actual and potential distortions appear, they are 
not believed to be peculiar to our company. By every publicized test, 
our loss disposal procedures produce results that  compare favorably.to 
industry averages. We, therefore, believe that  these distortions prin- 
cipally serve to emphasize the inherent difficulties of loss reserve pro- 
cedures in general. 

The procedures we have described in this report are not new. We 
have simply extended the usual concept for testing reserve adequacy 
by year of loss to month of loss experience. We have used the earliest 
reasonable indication of actual incurred losses by month of loss as a 
base for computing reserve adequacy. In this respect our concept of 
"base" losses is no different from the concept of "incurred losses" used 
for testing adequacy on a year of loss basis, or from the concept of 
total incurred losses used in developing pure premium and loss ratio 
information. The accuracy of any method for obtaining an acceptable 
estimate of "base" losses will be dependent upon the same operational 
factors that  underlie the accuracy of total incurred losses on either 
a calendar year, an accident year or a policy year basis of analysis. 

In working with month of loss data we have found that  such data 
separates the total area of loss reserve needs into conveniently sized 
packages which can be analyzed and interpreted in terms of operations 
and procedures. In our application of these data to the problem of 
our hidden reserve needs we have so far  obtained an important 
"average" improvement over other methods available for this pur- 
pose. This has been accomplished even though we have had only a 
bare minimum of information and experience on which to rely. For 
this reason, we anticipate that  the specific method we now use to 
develop deficiency reserves will be considerably revised and improved 
in the future. 
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RJLTIO (X z R~TED .~'~Gt~ ~.'~E3 ~ MO~TX £ND ~ OF L~SS J~D MObV~H OF DL'~I~(~ TO BJ3F# 

J ~ .  3]. ~ 28 ~ 31 ~ 1 : ~  30 ~ 31 .11~ 30 ~ 3.1 J ~ T  3X ,~P~. 30 

].9~ 1,(~0 1.000 1,000 I.(XX) 1.000 I.(XX) 1.000 1.000 1.000 
1,9~T ,999 .999 I.¢XII 1.001 1.00.1. 1.001 1.001 1.0oi Io001 
19~8 1.000 . 9 ~  .998 .99T .997 .998 .998 . ~ 9  .99? 
1,9b,9 .99~ .998 .997 .997 . 9 ~  . ~  . ~  .9~T . ~ 7  
l~50 . ~  .997 .99"I .998 .997 . ~ 7  .~98 ,997 .998 
1951 I.oo0 .~8  .998 .~98 .~]8 .9~6 .~6  .~5  . ~  
1952 .999 .~6  .995 .9~3 .gFJ .989 .987 .98~ .983 
~53 .~5  .988 .~9  .976 .969 .~8  .~68 .~62 .9~  

Jan~a.~ lYS~ LO~. )..o15 i.oo~ i.oo7 .gFz .~8 . ~ i  .~3  . ~  
YeT='~un~ 1.0.3,7 1.017 1.0~ 1.016 1.007 ~007 .995 .998 .976 

.~2 .91~9 .9~-I .91~ ,93~ .936 .937 .9~5 .9~ 
1.0~ 1.0~; 1.009 1.017 1.0~ 1.035 1.022 1.0.~. 1.00~ 

] ~  1.029 3..O3.1 1.028 ]..OZ] I..O02 .~8  .~)2 .987 .986 
a-,-  .9~2 .9~1 .9~7 .9Z6 .9~ .9~  .92.1. . ~  .899 
• a'o.~r z.08o 1 . o ~  :L.o?? 1.~01 ~..~z 1.rot 1 . ~ 2  , .o88 ,.oT2 

z.o7~ ,.o6~ 1.o79 ]..o56 1.0~ n.~3 2..o36 1.033 1.0~0 
S~t~]x,r  .9~  . ~  .8~  .892 .8~  .8~0 .882 .870 .8.~8 
Co~b~. 1.00O 1.008 . ~  .983 .99.~ . ~  ]..O12 1.0cO .F/2 
~mrm,:~mr .966 1.ooe ~.002 1.022 1.035 3..035 ]..o~ ]. .0~ ]..O25 

.8~J. .9b.3 L.OOO .96~ .97~ ~.o07 1.o~ 1.007 .969 

J3~ 
OGT. 3Q. 

1.00o 
1.ooi 
.997 
.998 
.996 
.99~ 
.9~ 
.952 
.992 
.975 

1.00~ 
.gTO 
.695 

1.070 
1.017 

.979 
1.009 

o98~ 

0 

0 

ra~ 

ekso ia8 ~ ~x~m'z'od losaoo as of 1~cmlxn. 3.1., 19,~ £or eaah Zea~ of loss. 
Total 4,,,,mm~ed losses ~ ~o~n~ mmntJ~s of development fc~r each ~tb ot Zcwo. 



I [Jl~ 

.So~ .~J~ . ~  ~.ooo ]..oz6 ; . o ~  ~.o2~ 
]bro~ .~?  . ~ 8  . ~  1.000 . ~ 8  .977 

. ~  . ~ 6  .~)o ].coo . 9 ~  
. ~  .838 , ~ 8  1.000 

a-,-- . 5 ~  .9!7 1.o32 
J,l:r .587 .8~7 

a~ t ,m~r  
~ot4k~ 

q e ~  ~L~ ~o~3L ~ 3Lomma ~ l ~ r  ~omr m ~ ~ t ~  ~ ~o t~  o~ 3Lomk 

~ . 3 o  

.P55 

1.ooo 

COt. 31 

~.o~  

Lcak 
1.o33 

0 

0 

u] 
TD 

z 

:= 
L~ 
rn 

:0 
<~ 



IOIt~ Cl' 

.-% 

2 
3 
h 
5 
6 

% 
2 

.3 

5 
6 

JGWII) i l , l I ' ~ 8 ~  ~ ILLTIC6 1 " 0 ~  "'8,JISiP' t, '~q~. 

• /dL B nn C ~ D T~ St me F 1 ~  G OO fl /91 

O 
• 5~  .596 .687 .h96 . ~ 3  .503 .590 .725 ...~0% .3B~ .,le.76 ...~.? • 39"J. .~.7~ ~ .606 
.900 1.ZSE 1..0~L1. .895 .839 .699 1.007 ;1..08,?. .T3.5 .827 .779 .8O5 .871 .8~6 .696 1..ZI,J~ 
.963 1.012 1.o50 .996 .895 .866 1.o21 1.00~. .976 .878 ~9o3 .83k .990 1.008 .9o5 .790 

~.oco %.coo %.ooo 1.oao z.ooo 3..coo 3..00o z.oco 1.ooo 3.ooo J..c~o %°o00 1.oeo 1.ooo ~..ooo z.ooo 
1.o23 .977 .958 .981 1.027 .962 .962 .9~9' ]..102 .976 .987 1.027 .92~. .9.,~ .97% 1.1158 
1.o~9 .957 .966 .92o .951 .9~d~ .963 .985 1,1.50 °9%3 .98b. 1.o.12. .B~ .921 .926 ]..088 

I TT a ~ & JOC L LL W mt  x ml .0 eo p , I I  
r~ 

~ . ~  ~ . ~ ,  1.029 .~,~, .~,~, 1.o66 . ~  . ~  . 9 ~  .~6~ . ~  ~a.~7 .9s,6 .9-,,,, . ~  
1.ooo ~ . ~  1.ooo ~.ooo z . ~  ~ . ~  ~.ooo .~.ooo ~ . ~  ~.ooo 1.ooo ~.ooo z . ~  1.ooo z.ooo z . ~  

R 8 T U V W l I Z CO4P£NDdZ~ 
• 

.~38 .h38  ,53..9 . ~ 6  .531  .39~ .55]. ,~61 . b,%.9 .h93 r~ 

.827 .86o .812 .889 .832 .7o5 .791$ -773 .769 .Sho 

.989 .958 .913 .993 .97";. .86? .968 Z.OO9 .928 .95~ 
z.ooo 1.0oo :z.ooo z.ooo ~..oeo ~0o0 z.,ooo 1.ooo a..ooo ~..000 

• 9¢)h .975 .~"/ .96~ .992 .980 .950 .998 .gh6 .988 
Z.03.3 .966 .99~ .986 Z.O~ .9}8 .996 .9~. .938 .996 

I , - . ,  
" 0 0  
. e.,,8_ 



~ ON'T..8 ~e 

1 
2 
) 

5 
6 
7 
8 

lo  
)..1. 
)2 
13 

16 
17 
18 
).,9 
20 
2). 
22 

19~ x o ~  av ; ~  

J a n ~  Fe]~'ua',y 

8.~2 7.32 
J~8~ 375 
27) 191 
~ 9  180 
1.3.) 
9~ 75 

28 

17 19 

8 17 

EXEIJII~ If 

~U~ (~ pAID 1~88E5 ~ M(~TH (~ L(~8 AND HOBTE C~ 
J~, i~5b, TO 0CTO~, 195~ I1~Lt~l~E 

C U ~  

. 2  8~ z,oz,o z,1,36 1,o57 ~..~7 z.2o9 z ,o~ 

- 1 ~  ).62 220 -235 2b,,Q ).7g -)55 187 
2O 1;32 ~ 7O Z.tb, a21 ~ ~ 3  
7o 87 86 76 86 99 89 117 

~ 6~ ~8 5.'; 6o 75 57 78 
~ ~ ~ 57 58 70 51 

22 26 20 2g ~ 39 20 

19 2O 29 3~ 18 

9 2o 18 
17 
10 

126 

71 

~eoesbw 

6 ~  
1,377 

,,,,.i. 

128 
67 
87 
g 

0 

lZ 
0 

r.~ 
rn 



r o W '  

2 
3 

5 6 
? 

.10 

Ct~tl~T 
TOTAL 

~Y.TRIT IV 

OF PAID LC~E~ B]~ MONTH C~ LOSS AND HONTH OF t J E ~  
JANUaEY, 19.~ TO OCT--, 195~ I~LU~IV~ 

J=,,~m':r Fotw~ry Mar~ 

~5  ~3  567 ~Z9 
1,007~88 i,e~37~, i,~ 1,~6~ 2 

232 23l 139 271 
.IM ~ 70 199 
138 lo~ ~ o  170 
95 1~  1.~ 86 
77 116 loo 

H4~ June Jul~ 

~98 815 875 

~ z  $25 612 
~ 8  387 
283 

August ~ep tmb~ 

lm017 1,271 

2,803 2j5/6 2,75~ 2,747 2,93~ 2,?~9 2w672 2,56) 1,839 

Octotmr 

1,050 

1,050 

O 

O 

OO 









M~TH OF 
DE~ELOFMENT 

~YT V A 

RATIC~ OF PAID LOSSES BY MONTH OF LOSS AND MONTH OF DEVELOPMENT TO "SASE"* LOSSES 

3.~,55 Mo,v~ OF 

JANUARY, 195h, TO OCTO~, 1955, L~CLUSIVE 
CQHPANYWIDE 

J~uary February March April I~ June July 

1 .o17 .o18 .o2o .o13 .o1~ 
2 .o~ .049 .o95 .o~7 .047 
3 .o~ .04o .o45 .043 .04~ 
4 .043 .oh9 .O;,3 .049 .O53 
5 .o37 .049 .012 .052 .077 
6 .o58 .o52 .o.,-~ .o53 .o.,-~ 
7 .048 .o57 .046 .049 
8 .o39 .o52 .060 
9 .047 .o~ 

io .042 

.o6o .o7o 

.023 .010 

.058 .o58 

.o67 ,043 
.o39 

CURRENT 
zo'z'~ . ~ 5  .~22 .36o .306 .275 . ~ 7  .z,~ 

August Sept, ember Oc~ber  

.... NO BASE AVA.E.,A3t,F.- ..... 

*Base losses are total reputed losses for each month of loss after four months of develoD~to 

O 

0 

0 
~n 
In 

9 
~z 



MONTH OF 
am]m.omum'T 

! 
2 
3 
4 
5 
6 
? 
8 
9 

1o 
11 
12 
lh 
15 
16 
1? 
18 
19 
20 
21 
22 

Jama~'y 

@1,219,985 
2,O95,6J46 
2,2)2,006 
2,181,910 
2,O3~,060 
1,898,731 
I, T6~.600 
1,737,615 
1,518,285 
1,372,870 
1,336,310 
1,182,510 
1,io~,050 
1,058,~5o 

947,590 
912.470 
8~i,h20 
762.980 
721,1)0 
695,610 
6~9,140 
641D~O 

OFLOS8 
Yeta'u~r 

2,0~.595 
2~219,170 
2,208~075 
2,03~,261 
1,967,735 
1,9oi,h65 
1,757,365 
1,551,820 
i,~8o,600 
1,5o£,860 
1,327,29~ 
1,191,465 
1.129,705 

951,690 
91~,810 
831,565 
791,165 
682,670 
625,105 

1,282,225 
1,95o.~J~5 
2,O78,196 
1,902,9:)6 
1,870,OA? 
i, 761, 550 
1,620,I~0 
1,56j,~5 
1,3~3,5~O 
1,.%77,720 
1,2:82.850 
I,i?~.515 
1,000,665 
989.065 

8~,..~5 
845.265 
833,705; 
822,?69 
789,110 

Jxl~'O*~, 1954, To o c t ,  1955, IaC4.~ivK 
GGICPANI"k~I~ 

1,163,503 lpk53,494. 1,5.30,1d8 1,45~,098 1,50~,5~ 1,3~,760 
2,~3.,237 2,591~,992 2,116,279 2,.348,6T1 2,182,555 2~,336~295 
2,160,Ob.h 2/~"(6,6~8 2~.20"t,2b.2 2~h85,h59 2,42.1~,281 2~.471,621 
2,118.979 2~691,~t1 2,137,529 2,532.370 2,~0,625 2,~67,376 
2,052~.196 2,5~2.T85 1,953,789 2,445,660 2,~),i12 2,329,216 
1.875~500 2.42~,5~0 1,625~22~ 2,~92~160 2.315.6"86 2,1.~.,~55 
i,7~7,8~0 2~28y,h~0 1,665,601 2~251~245 2,1di,300 I~Y20,161 
1,6~5,490 2,090,510 1,597,396 2,203,860 2,0~6,8~0 1,770,054 
I.~52,520 1,983,435 1,50~,336 2,035,620 1,817,498 1,687,791 
1.486.335 1,849,hi~ 1,~6~3 1,990.6~0 1,635~830 1,517,895 
1,369,495 1,683,115 1.286.859 1,8Ah.035 i,/~89,321 1,38~,450 
1,218,485 1,482,280 1,176,590 1,75~,?~0 1,379,706 1,258,1/K) 
1,161,522 1,339,285 1,089,285 1,62/~,740 1,276,315 1,15&,b15 
1,059,21~5 1,238,495 987.270 1.483,990 1,145,805 1,08~,0~0 
I,O29,8b.5 I, II~.,T~5 923,810 1,361,540 1,051,065 

947,880 1,050,035 813,265 1,278,580 
878,240 9~i,080 ?12.I?5 
828,000 ~.73,170 
792.Tl~0 

~t~ber ~ Deoe~ 

1j5~1,820 1,591,920 2,077,689 
2,~;98~118 2,577,767 3,006,378 
3,000/a09 2~,860. 3~ J,277,~86 
2,986,065 2,8~6,b.53 3,216,157 
2~87J4,,)37 2,686,258 2,990,387 
2,(~1~8, J97 2j578,323 2,889,967 
2,b..33t 883 2,42.3,,,405 2,807,857 
2., A12,650 2,282,280 2o 7.33,h"t7 
2,163.,507 21163,1~; 2,,5~1.~),425 
2,0~8,635 2,0~5~960 2,~,199 
1, 951/~6 ljS~Oj200 2,031,6T~ 
1,710,775: 1, 574,3)0 
1,555,125 

o 
Z 

o 

t* 
o in o2 

g 

Z 

m 



MONTH OF 
DEVELOFMENT 

i 
2 
3 
2 

6 
7 
8 
9 

10  

EXHIBIT VI 

AMOUNT OF RESERVED CLAIMS BY MONTH OF ~ AND MONTH OF D E V ~  
JAI~UABX, 19~, TO OCTOBER, 1955, INCLUSIVE 

C(~ANYWIDE 

1955 MONTH OF LOSS 

Jemu~'y February March April Maw June July Augua% 

$1,588,425 1,393,208 1,661,169 1,724j768 1,737,O16 1,732,775 i, 8/&1,230 2,078,160 1,477,120 2,175,226 
2,314,972 2,117,593 2,h/~9,626 2,647,175 2,751,117 2,716,105 2,802,123 2,658,157 2,5~,088 
2,549,368 2,375,731 2j719,133 3,065,479 3,088,289 2,899,608 2,862,791 2,980,2/~ 
2,531,741 2j392,166 2,663,988 2,929,807 2,978,23~ 2,577,170 2,912,ih0 
2,503,075 2,300,326 2,584,243 2,699,O35 2,613,O35 2,558,180 
2,h06,430 2,215,966 2,416,255 2,h~,260 2,617,280 
2,274,015 2,004,146 2,190,480 2,386,125 
2,086,940 1,829,h55 1,991,660 
1,905,635 1,717,O00 
i, 817,595 

c~ 

o~ 
September • October 

~o q~ 



MONTH OF 
DEVELOPMENT 

EXHIBIT VZ A 

RATIOS OF RES~VED CLAIMS BY MONTH OF LOSS AND M~NTH OF DE~M~T TO "BASE"* LOC:~S~S 
JANUARY, 1954, TO OOTOB~, 1955, INCLUSIVE 

1954 MONTH OF LOSS COMPANY~IDE 

September O:tober November December 
0 

.416 .~9  .~8o .5o9 z 

.729 .738 .778 .737 

.77}- .852 .865 .80~ o 

.770 .848 .859 .788 '~ 

.727 .816 .811 .733 O 

.666 .752 .?78 .?08 m 

.599 .691 .731 .688 

.552 .656 .689 .67o r~ 
• 527 .61~, .655 .617 
.47b, .596 .~7  .536 

.36o . ~  

. ~  

r/1 

*Bass losses are total rep~ted losses for each month of loss after four months ~ develo~mLu%. 

Jmu~'y Febru:y  March April ~ ,/=me J ~ "  August 

1 .~61 .~1~ .495 .575 .456 .5o9 .476 .510 
2 .792 .786 .752 .811 .813 .75~,, .769 .74o 
3 .~4  .853 .8o2 .85~ .871 .786 .8!h .821 
h .825 .~9  .757 .838 .81~ .761 .83O .835 
5 .769 .784 .721 .8]_I .785 .696 .8o1 .822 
6 .718 .757 .68o .742 .761 .65o .784 .786 
7 .669 .731 .625 .687 .718 ,593 .738 .733 
8 .657 .676 .565; .647 .656 .569 .722 .691 
9 .574 .597 .538 .618 .622 .536 .667 .617 

10 .519 .569 .512 .588 .580 .51~ .652 .555 
.505 .578 .295 .5~z .528 .~,58 .6o~ • 5o5 
.447 . 5~  .453 .4~  .465 .bt~ .5?5 .468 

13 .~7 .458 .386 .h59 .~2o .588 .552 .J~33 
i~ .~0o .~3~ .382 .419 .389 .352 .k86 .389 

.358 .4o6 .35o .4o7 .35o .329 .~,6 .357 
16 .3~5 .366 .331 .375 .529 .29o .419 
17 .318 .352 • 326 • 3~7 .3o5 • 25~ 
18 .288 .320 .322 .327 .27b, 
19 .273 .3O4 .317 .315 
20 .263 .262 .3O~ 
21 .~5 . m~O 
22 .2J43 







MO. 
OF LOSS 

EK~3IT IX 

~TU~L EARLY ~TGII~IE~ OF R~OItTED I N ~  L4~S3E~ ~ MONTH OF IX~S AND MONTH OF DE%'EL~X~4~T 
C ~  TO L~ZI~TE ~ DEFIEI~IOZ RE~R~'~3 

CJLE~DAE D~TE OF E~ALUAT£ON 

ASOP ASOF J.3OF JSOP J3OF J3OF ASOF ASOF AS~' ASQF ASaF J3OF 
Jk't. 31 F~.  28 ~ 31 ~ 3O H.LI" .3.1. ~ 3O JULX 31 AUOUST 31 S]~T. 30 OCT. 33. MO;. ~O D]~. 31 

$1,381,050 376,698 98,102 
1,~7,021 h26,b.58 118,h05 

i, 258,1,85 39~, 161 12h, 765 
I~OJ5,593 330,6~1. 

1,7OB, O59 
79,012 

/~O,913 72,5~ 
I,~3,15B ~8,597 9h,~i0 

1,5~,698 50~,16h 
1,395,~2 

187,682 

1,82~,132 

Jan., 195~ 
Fe TM 

M~y 
June 
Ju~v 
Augus% 
Sept~be~ 
October 
November 
December 
Needed De~ic£enc~ ~e~le.x'~e 

Nov. ,I~..E~ 112,03.1. 
Dec. 731,~23 
Jan.,1955 1,382,771 
Feb. 
M~ -h 
*b-1 
M~ 
June 
#uty 
Needed 
De/, Reae1~ 

2,226,~.< 

5~,  507 
1,,886,035 

1,783,0~ 1,5~8,15;9 2,158,/~5 1,823,078 1,951,256 1 j ~ , 9 3 6  2,578,782 2,617,203 

231,000 
518,177 113,728 

1,61.5,671 

2p1~,53.3 

..~9,387 88,193 
le68~,,728 600.,2.50 

1,753,2~ 
~,272 

5;72,228 
1,~6,306 

78,o86 
268,/66 -lOb, 875 

1,];70,828 ~.73,009 205,262 

2,256,067 2,~9,009 2,)~],697 1,932,606 1,83.7,370 

288,0]5 
717,370 1~,  81~ 

1,675:,h~ 51;.,39h 
1,929,~7 

2,680,881 2,597,565 

O 

O 

O ~n [n 

Z 
C~ 

P: 
~n 

cn 

"--3 



1 9 8  MONTH OF LOSS DEFICIENCY RESERVES 

~ H I B I T  X 

C(I~PA~ON (~ N~ED DEFICI~CX RES~%VES TO INDICATED DEFICIENCY RES~VES AND TO 
RESERVES F~ INCURF4~ BUT NOT ~TED CLAIMS 

MONTH, YEAR M]~ED DEFIC~Y I.B.N.R. INDICATED D~ICIENCY 
~F E~ALUATIGM RESE~VE~ RESERVES RES~VES 

195h JANUm~Z NOT AvAILaBLE $1,~79,360 NOT XVAnAmZ 
Ratio 

Fe~uaz'y NOT AVAILABLE IB~OOj836 NOT ~VA'UI~RTR 
Ratio 

~ r c h  #I, 783,0~ i ,  538,218 ~,655,o85 
Ratio 1.0OO .863 .928 

il I, 548,159 i, 570, 925 i, 795, 357 
Ratio 1.000 1.015 1.160 

M~7 2,158,495 i, 5?8,652 1,809, 8?6 
Ratio 1.000 .731 .839 

June 1,823,078 1,587,K25 1,907,327 
Ratio 1.000 .871 1.0~6 

July i, 951,256 1,626,6h5 I~ 86T, 362 
Ratio 1.000 .8~ • 957 

i~us% i, 997,936 i, 6~, 112 i, 923,559 
Ratio 1.000 .822 .963 

September 2,578,782 1,663,753 1,7h9,789 
Ratio 1.000 .6~5 .679 

Oc~ber 2,617,203 1,681,533 1,999,152 
Ra~o 1.ooo .6~3 ~ . 7 ~  

November 2,680,881 1,722;0~5 2,065,601 
Ratio 1.0OO . (942 • 770 

Decelbe~ ~_~9T,565 1,748,O42 2,513,941 
Ratio i. 000 • 673 .968 

1955 JANUAK~ 2;226,325 1,785,553 2,166,9~3 
Ratio 1.000 .802 .973 

Febru~ 2,139,533 1,792,852 1,869,552 
Ratio i.OOO .838 • 87~ 

M~Ch 2,256,067 i, 802,279 2,~9,037 
Ratio 1.000 • 799 .899 

A~ril 2,3~9,009 1,8~9,969 2,1h6,6~ 
Rat&o 1.O00 .788 .g lh 

Mq ~,hhi,697 1,883,748 2,315,356 
Ratio I,(~0 • 771 .948 

J--~ 1,932,806 1,921,h58 2,250,000 
Ratio I.O00 1.006 1.16h 

J~%~ i, 817,370 1,946, 763 2,339,155 
Ra%lo 1,000 !.071 1.287 


