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S C H E D U L E  P ON A C A L E N D A R / A C C I D E N T  Y E A R  BASIS 

RUTH SALZMANN 

INTRODUCTION 

Schedule P has been the subject of considerable discussion and criticism 
over the years. Just recently two NAIC commit tees- - the  Actuarial (F5)  
Subcommittee and the Legislation to Modify Schedule "P" ( D I )  Sub- 
committee have been active in the Schedule P area. In the Report on the 
Annual  Statement released in 1965 by the Committee on Annual Statement 
of this Society, Schedule P was listed as one of the subjects of persistent 
criticism directed toward the annual statement blank by the insurance 
industry. 

The time is appropriate there£ore to re-evaluate Schedule P. Serious 
consideration of ideal solutions and ultimate concepts should continue to 
be explored, but this paper directs its attention only to those improvements 
which are practical and feasible at the present time. 

CALENDAR/ACCIDENT YEAR EXPLAINED 

The proposal in the paper substitutes calendar/accident year data for 
split policy year data. This concept is not new. It has been inherent in 
several prior proposals including the one made by the Michigan Insurance 
Department to the Actuarial (F5)  Subcommittee for its meeting on Decem- 
ber 5, 1966. 

The calendar/accident year basis recommended in the paper is one 
which assigns loss and loss expense to the year in which the accident 
occurred and assigns premiums earned to the calendar year in which such 
premiums were recorded as earned. Thus the earned premiums for each 
year are the same as the earned premiums reported on page 6 of the annual 
statement for that year. This means that the earned premiums, against 
which accident year losses are charged, remain a constant value or are 
"frozen" as of each year end. 

On this basis, changes in accident year ratios from year to year in 
Parts 1 and 2 of Schedule P are the result of reserve developments entirely. 
Likewise calendar year loss ratios reported on page 8 can be compared 
with the loss ratios that subsequently develop for that year in Schedule P - -  
Parts 1 and 2. 

There is little question that calendar/accident year loss ratios are 
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theoretically less accurate than policy year loss ratios. This is because the 
calendar/accident year basis does not match losses against the exact pre- 
miums for exposures generating such losses. However, it is to be remem- 
bered that the primary purpose of Schedule P is to assist in the determina- 
tion of adequate reserve levels--not the precise measurement of loss ratios. 

An illustration for the XYZ Company is appended to show with hypo- 
thetical data how the transition from policy year to calendar/accident year 
can be accomplished. The illustration is for workmen's compensation only, 
but a separate Exhibit D shows how the differences for bodily injury 
liability will be accommodated. 

The proposed distributions of unallocated loss expense payments by 
accident year are the same as the present distributions in Parts 3 and 4 of 
Schedule P except that they are converted to an accident year basis. The 
distribution percentages reflect this conversion only. Although the present 
percentages may be arbitrary and need further study, the transition from 
policy year to accident year is not dependent upon the completion of such 
a study. 

EXPANSION OF THE C A L E N D A R / A C C I D E N T  YEAR BASIS FOR S C H E D U L E  P 

In addition to the redesign of Schedule P on a calendar/accident year 
basis, the proposal includes rearrangements of old items and the introduc- 
tion of new items so that the advantages bf the calendar/accident year basis 
can be fully exploited. The major advantages are three-fold: 

1. Simplification 

With the elimination of policy year data from Schedule P, a simpler 
format results as can be noted in the appended illustration. Also 
with calendar/accident year data in Schedule P, the recording of 
policy year will no longer be necessary for annual statement pur- 
poses. This saving can be made without any loss in the real value 
of Schedule P, because loss and loss expense reserves can be tested 
equally well on an accident year basis. 

2. Total Loss Developments by Line 

By rearranging and by adding certain information in Part 5, a retro- 
spective reserve test for each Schedule P line in total can be made 
available in addition to the present tests by accident year. 

At the present time, loss reserve developments for each Schedule P 
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line in total can be derived with considerable effort from various 
exhibits in the statement. For instance, developments over the last 
twelve months can be calculated by subtracting the loss volume for 
the current accident year in Part 5 from the respective calendar year 
incurred loss volume on page 8. This arithmetic produces develop- 
ments on a Schedule O basis. For aggregate developments over a 
longer period of time than twelve months, Part 5 and Parts 1 and 2 
for the current year are needed to produce the developed data from 
which accumulated losses in prior Parts 1 and 2 are then subtracted. 
This arithmetic produces loss developments for each successive cal- 
endar year similar to the continuation of developments shown in 
Schedule G. 

To eliminate this separate arithmetic, a "prior year" line has been 
added to Part 5. Also sub-totals have been introduced so that 
aggregate reserve developments through sixty months will eventually 
be available. (These changes are shown in Exhibits B-3 and C-3 
appended. ) 

In summary, then, the new Part 5 eliminates policy year detail; it 
continues loss reserve developments by accident year; but most im- 
portant, it adds data so that aggregate reserve tests, now available 
for other lines in Schedules G and O, will be directly available for 
Schedule P lines. 

Prospective Evaluation oJ Liabilities 

Schedule P in its present form provides for retrospective reserve 
tests. Some simple uniform prospective test is needed to preempt 
the introduction of other complicated reserve testing formulas and 
exhibits. The author has created such a prospective evaluatiori and 
recommends that it become a new Part 6 for Schedule P. (See 
Exhibits B-4 and C-4 appended.) 

In this new Part 6, current loss and loss expense reserves can be 
compared with reserve levels for prior accident years at the same 
stage of development. Such previous reserve levels are not those 
actually carried in the statement as of that date, but rather the re- 
serve levels that should have been carried at that time in the light 
of subsequent developments. For example, to obtain this reserve 
dollars that should have been carried as of 12-31-61 for 1961 
accident year, the payments for 1961 accident year in 1961 calen- 
dar year are subtracted from accumulated loss and loss expense 
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incurred as currently reported in Parts 1 or 2. If the current date is 
12-31-67, then the recalculated reserve for 1961 accident year as 
of 12-31-61 has the benefit of six years of hindsight. 

Because each additional calendar year provides more information 
about more of the claims for any accident year, the current estimate 
of loss and loss expense incurred is more likely to approximate the 
final value than did any of the previous estimates. Likewise the 
current estimate should generate reserve levels for earlier stages of 
development by subtraction which are more accurate than any 
figure previously established. 

Comparisons of current reserve levels with re-established reserves 
for prior accident years at the same stage of development will be 
most informative in appraising the reasonableness of current reserve 
levels. Emphasis is placed on the word "informative" because it 
must be recognized that a prospective evaluation of reserves, when 
only dollars are used, does not furnish any conclusive evidence re- 
garding the adequacy of current reserve levels. An increase in paid 
ratios may reflect higher closing costs, a lower relative earned pre- 
mium level, or a speeding-up of loss and loss expense payments. In 
the first two instances, a similar increase should be reflected in the 
liability; in the third instance, the increase should be offset in the 
liability. Variations are therefore not fully significant in them- 
selves and cannot be arbitrarily used in measuring the adequacy of 
current reserve levels. However, such comparisons provide con- 
siderably more insight into current reserve levels than exists at 
present. 

Obviously the most sophisticated approach in prospective evaluations 
of loss reserves is one that includes averages on closed claims, open 
claims, and total reported claims, and the percentage of claims 
closed through each stage of development. It is indeed unlikely that 
evaluations in such detail will ever be possible on a uniform basis 
in the annual statement. A prospective evaluation in dollars there- 
fore is the more feasible approach. 

Part 6 includes loss and loss expense. Losses only could have been 
used, but the author prefers the more comprehensive evaluation. If 
losses only were to be included, then of course the entire exhibit 
could be completed immediately because all of the historical data 
necessary are available except for earned premiums for homeowners 
and commercial multiple peril liability coverages in Part 6C. 
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T H E  C O M P L I C A T I O N  O F  M I N I M U M  S T A T U T O R Y  R E S E R V E S  

It  is apparent from the above discussion that the change to calendar/  
accident year does not compromise the purpose of Schedule P; the only com- 
plication is in the fulfillment of minimum statutory reserve requirements. 
And this complication may be less formidable than one might at first expect. 
The following rationale was included on page 3 of Attachment l of the 
Actuarial (FS) Subcommittee proposal: 

"The statutory minimum ratios when applied to the latest 3 accident 
years produce a more conservative requirement than when applied to 
latest 3 policy years because the latest 3 accident years include all of 
the latest 3 policy years plus the premiums earned during the latest 
3 years on policies written in previous years." 

There is sound logic in the above statement, enough perhaps to accom- 
moderate the recommended change under the existing statutes or at least 
sufficient encouragement to change the statutes to a calendar/accident year 
basis. However, if this reasoning is not enough, the author believes that 
the advantages which will accrue when the calendar/accident year basis is 
completely exploited will also produce the necessary additional incentives 
for regulatory authorities to endorse the calendar/accident year basis for 
calculating minimum statutory reserves. It  is only on a calendar/accident 
year basis that the extra benefits described can be fully attained. 

C O N C L U D I N G  R E M A R K S  

The redesign of Schedule P proposed in this paper encompasses changes 
that can be put into effect now-- i f  accident year data can serve as an ac- 
ceptable basis for calculating minimum statutory reserves. The purpose of 
this paper was limited to that accomplishment. Further studies, however, 
are necessary in many areas not touched in this paper, such as: 

1. Lines o[ Business Included 

a. Package policies now complicate the isolation of specific Sched- 
ule P coverages. The question therefore arises as to whether 
more meaningful and accurate data would be produced if losses 
were expanded to match total policy premiums (or easily quan- 
tified portions thereof) rather than the present method of ap- 
portioning indivisible premiums to get an income figure for 
Schedule P exposures only. 

b. Reinsurance assumed now complicates the isolation of specific 
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Schedule P coverages. The question therefore arises as to 
whether more meaningful and accurate data would be pro- 
duced if Schedule P were on an "adjusted direct" basis (with 
or without facultative cessions) rather than the present net basis. 

International business now complicates the compilation of 
Schedule P data. The question therefore arises as to whether 
more meaningful and accurate data would be produced if only 
domestic business were included. 

. Distribution of Unallocated Claim Expenses 

The present percentages used to distribute unaliocated claims ex- 
pense by policy year or accident year in Schedule P are arbitrary. 
Industry studies might be undertaken to determine unallocated 
claims expense d~stributions by size of claim and by age of claim. 

3. Elimination of Premiums Earned 

Without earned premiums in Schedule P, many problems associated 
with the matching of claims against premiums as discussed in above 
(Item 1) will be eliminated. Schedule P losses could then be 
strictly limited to bodily injury liability and compensation coverages. 
The advantages of a Schedule P without premiums will only become 
possible, of course, if minimum statutory reserve requirements are 
related to some criterion other than premiums. 

Schedule P needs further study in the above areas, and perhaps others 
as well, before it becomes a truly meaningful Schedule. This does not 
prevent us, however, from taking some constructive steps now. This paper 
addresses itself to those constructive steps which should be taken n o w - -  
changes that will improve Schedule P and will also eliminate much of the 
present criticism of the Schedule. 
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APPENDIX 

Illustration 
XYZ Company 

Workmen's Compensation 

A. Present Policy Year Basis--December 31, 1966 
(Rearranged to facilitate comparisons with Sections B and C) 

A-1 Schedule P--Par t  2 

A-2 Schedule P--Part  5D 

B. Initial Year of Transition--December 31, 1967 

B-1 Schedule P--Par t  2 

B-2 Schedule P--Part  4 

B-3 Schedule P--Part  5D 

B-4 Schedule P--Part  6D 

C. Ultimate Calendar/Accident Year Basis--December 31, 1967 

C-1 Schedule P--Par t  2 

C-2 Schedule P--Par t  4 

C-3 Schedule P--Par t  5D 

C-4 Schedule P--Par t  6D 

D. Special Notes for Bodily Injury Liability Coverages 
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1~3 2,5oo leSO0 
1~0 2,8~ 1,~00 
1~1 3,0(X) 1,~0o 
1%2 3,800 1, ~,00 
1~3 ~,OOO 2,200 

?0~,,,1. fh"et  perlod h.O,800 23,004) 
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10.0 
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10.2 
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63.6 
76.0 
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77.z 
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28.2 
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Conput.atton st  Reoervo for Un~oo.ld ~.0. Lose & LOSS ¢~snso 
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L & L,I| 
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(z5) (16) (17) 
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XYZ ComI~r~ 

Deoombor 31, 1966 

Sohedule P - PsLrt 5b 

(Presen~ Polley Ye~.r B u i e )  

Develop~nt of Inourred W.C. Loese| 

A-2 

Polloy Aooldent Reeorve D&te 

Year Year 12-~1-61 12-~1-62 12-~1.8~ 12-~1.@4.  12-~1-6~ 12-~1-68 

1961 1981 $1,290 $1,280 $1,270 $1,280 $1,259 $1,250 
1961 1962 X 870 865 880 855 850 

*1961 1983 X X 0 0 0 0 
"1961 196~ X X X 0 0 0 
1962 1962 X 1,475 1,490 1,425 i ,~i0 1,400 
1982 1963 x x 880 870 880 850 

"1982 1964 X X X 0 0 0 
"1962 1965 x X X X 0 0 

1983 1~63 X x 1,700 1,700 1,700 1,700 
1963 1961~ X X X 1,060 1,030 1,000 

"1963 1965 X X X X 0 0 

*I~63 1988 X X X X X 0 

1984 feb, X X X 2,000 2wOO0 2,000 
198~ 1965 X X X X 1,250 1,200 

.196~ 1986 x X x x x o 
1985 I~5 X X X X 2,200 2,200 
1965 1988 x X X x x 1,400 
1988 1988 x x X x x 2,300 

* These l ines 'to be [11led in  only by oompenies vh.toh charge a l l  losses ~mder pol io len r~rmlr~ f o r  
period o£ more %ban one 7 e s r  to the or igins1 pol icy yearn of i s sue .  
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z~; 7 1~7 ~,8oo 1,1po 2,78~ 3,~3P ~7.8 2o ~o 
to~I  ,.oo.d e.~o~ I) ,~0 ~,870 %71~ ~.58~ 7o.7 220 ~op 
?olal 5y, o~o ~o,~00 7.380 37,~80 ~ . 3  1 , ~  3,~85 

(7) (8) (9) (1o) (11) (12) 
Lo~s Expense Lois & ~ 

D,salXoe. Expense 

Pald O/S Inou~r.ed RatIo Xneur1-ed Ratio 

$ 25 $2,730 10.1 $13,2~0 70.0 
lo 270 %6 2,050 73.2 
20 ~o0 lO.0 2,390 73.7 
25 32~ 3.3 2,570 73.~ 
35 385 9.~ 3,o~5 7~.~ 
~5 i.A.5 9.5 3,585 7~.3 

1~0 ~,515 9.9 32.p10 72.~ 
lOO ~ 3.7 3 , ~  77.~ 
1~5 315 11.9 2,915 ~4.9 
~2o ~8o lO.O %~1~ 77.8 
~ 1,~o 1o.} lO.~7~ 81.o 
72p 5.~c5 1o.o ~3.885 7t.~ 

m 

t~ 
rn 
~o 

Comiputatlon ~ Reserve For Un~...d 

(13) (z~) (15) 

~ P,E, Ps, rmnts ~=s..t.ndSm 
Col. 1 (23- (6~ (7) (133-(1~) 

$3,315 $2,785 $ 5~0 
1,723 1,500 22~ 
3,770 1.~10 2 .~0  
8,808 ~.6~ 3,113 Yotal 

(22) Reserve Fol. 0/~ L & IJ~p f i r s t  period 
(23) Reserve FOt- O/S L & l~, s tand  period 
(2~) Toter 

X Compe.nle8 LSII~IIr~ toe-in polloiss tO esah annie1 polley ysar l/lVO~vsd 
I I  Compsnleo ust~nAng i~mrm pollolem "to orlgtnsA polley ¥eal, 

v,¢, Lomm & Loss E:xjpenms 

(16) (~7) 
L • LE (15) ~- (16) 

O/S vhlohever 
(~(8) i .  ~restor 

$I,160 lln160 
lp015 lp015 
3.105 ~I05 
~,28o ~,28o 

2w82~ 
~#28o 

(18) 

( 

(19) (2o) 

oZd format 

(21) 
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Deoembe~ 31p 1~7 

Sohedule P - Pert 16 

( I n l ¢ l a l  ?'ear or Trans i t ion)  

D i s t r i bu t i on  of UnAllooa~ed Compensation Claim Expenses 

o 

(1) (2) 

Curren% Tee.*" Pl-ior Years 

Polt~v Ace|dent yea;- Dietrlb~ion ~le Paid Pald 

Yew - ! -  or I._!. / .~_ or * ~  

<15,04 <65 < 6 7 /  o * o ;2,835 
1 ~  [~4 & ~ 64 - 6~ 5 15 230 

I~5 l%5 a *966 lo 30 215 
1966 I ~ 6  5 15 I W 

Tot~l leo lOO 300 3,385 

(3) 

Total  Paid 
Icol. * * co l .  2) 

t 2,835 
2~5 
21t5 
120 
2hO 

I Companies ass igning term p o l i c i e s  to esah a n n u l  p o l i ~  year  involved. 

IX Companies asstentn~ term p o l i c i e s  to  o r ig ina l  polloy y e a r .  
A For Companies vhlob have been i e l u l n  6 pol io lee lees than 5 ye . re ,  
B For Com~mies vhloh have been issuing po l ic ies ~ years or a r e .  
* Determlne ~e l~t expanding ~.he ;Is in B for the number or years mpplloable to 100~. 

NOTE" The B dstribut,on ~'s were taken from IASA, Insurance Accounhng- Fire and Ca~ahy, p. 168 (2nd EdJt,~n) 
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XYZ Compar,~ 

December 31, 1967 

Schedule P - Psr't 5D 

( I n t t l a l  Yee4* of Tr~neLtlon) 

Devclopmen% ot Irmurred W.C. Lessee 

B-3 

PolLoy Acoiden.t 
Year Year 12-~1-~2 12-~1.6~ 12-~1-61~ 12-~1-6~ 12-~1-66 12-~1-~ 7 

< 1~162 <~ 19~ $20,800 $20,700 $20,600 $20,500 $20ehO0  $20,.~.~0 
1962 1962 ltb,75 1~LI.50 l~,LI25 1,I-t.10 lpb, O0 1,q.O0 
19~2 1963 x 880 870 860 850 8z~5 

*1962 196h X X 0 0 0 0 
* l ~ 2  1965 x x x o o o 

1963 1~3 x 1,7oo 1,7oo 1,7oo 1,7oo 1,~95 
1 ~3  19~ x x lpO6O 1,o3o 1,oo0 965 

*19~3 1965 x x x o o o 
*1963 19~  x x X X 0 o 

1~61¢ : 1904 l X 2~000 2~000 2 j, O00 1,990 
1%1~ 1~5 l X X 1,250 1,2OO 1,150 

*1964 1966 x X X X 0 0 
1 ~5 1 ~5 X X X 2,200 2,200 2,150 
1965 1966 X X X X 1,hoe i,~00 
1~6 1966 X X X X 2riO0 2,1200 

Sub-.to.t~ X X X X ~,kSo 3k,Oh5 
1967 x x x X x 3, 9~5 

Re|erve Da.te 

?heee lines "to be f i l l e d  In on13, t:Cr co~enlen vhloh cha.r~ n.ll losecn under pollclee rtmnL~ for  a 
period of more .thnn one yee.r .to the or lg irml p o l l y  year of Lseuo. 
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Deoenber 31, 1~)6~ 

Soimdu.le P - P~"C ~) 

( h ' i l t l a l  Tear ~ ' r r sml l t l on )  
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bO 

1.  Pesatmm go.s-nod 
2.  Loss • Loss Exp. l n o u re s d  

~. PsJ.d 
~. P .ss .~  (2)- (3)  

5.  Pe.S.d 
6. Rsssm (2)-(5)  

7.  
8.  RessPve (2 ) - (7 )  

9- P ~ d  
10. R u o r v .  ( 2 ) . ( 9 )  

11. Paid 
12. Roser~  (2)-(11) 

~, ?hse oo~plot ion oF date. For t h e | o  F e r n  I s  oFt iorml  

c . l . . ~  v.~- ( P ~ . , ~  ~ , ) / , o o , d . =  T . .  (LOs. * Lo .  ~ . . . )  

Dolle.1"I ~ Pol.oenta4~js 

.Sumeas 7 De.*~. From S~hedulo P . PLr't~ 
[ 

~pSO0 [ lO0.O IOQ.O 100.O 1CO.O 
q,515 I 

Loss & Loss Expense th,ru 12 Mon~,im 
lP 1t10 | 
3,105 

LOSS & LOSS E:l(~:341ruso th~,t 2t~ Hcm ths :l 
l,oss i Loss F.zpo * ths.,J ,~g Hontim 

:J X 

Loss i L o u  Expe s ~hPu I.~ Nonths 

X X 

Lose I Loss n t la 'u 60 Hontlm 

X • X X n x 

X X X X | X 

I00o0 100.0  10(~,0 

X X X 
X X X 

X X X 
X X X 

53.5 
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( U l t i m . t l  Ca.l imdar/Aooidont Teiur ~lul i8)  

R e e i m  f o r  tMpllid ¥.C.l.~lil l l l a Lo is  EXlp*ml* Dooelibev .~1 o f  Cl.a.l.irrt Yeair 

Caloridar TewP (1)  
Po l to l e l  Eo.rnsd/ 
Aooidonq; Tear  Pr*adhiis 
Losses lnmn'l,*d Eal-nld 

(2) (~) (~) (5) (6) (7) (B) 
twos zxp*n.. 

L o u i s  X I I o o .  grm.l loo. 
r~t,I o/s Insm-r~d p~.tio P~Sd raid o/s 

< I~o  125,~0 $15,0¢0 i ~o i15,~o 
I~0  2,700 1,570 170 1,Trio 
1~1~1 ),O00 1~775 l~j 1,~P~O 

1~) ),700 2,1~0 ~0 2,5110 

~o.l~z t ~ . t  f,~io~ ~,o~o 2~i~o ~.Y/5 27i2~ ~ 
1~5 ~,pa) 2,~5 8~5 ~,~oo 
I ~  5,~00 2,115 1 , ~  ~,503 

?ot,,.l ,,oond p*riod 161ooo ~ l ~  5 , o ~  zo,7}5 
To.taz 59,c~o ~o.6oo 7.~Bo y7/,~8o 

6x.x ; 7oo iz,~55 i 2o 
~ .5  ~ 17o lo 
~ .o  8o l~o x5 
6g.t¢ 9o 2oo 25 
6~.7 I~0 200 ~0 

~7.~ ~ ~o ~o 

~7..~ 18o 25, 
6~.o ~ 2~o ~o~ 
~;7.8 20 z~o ~lo 
67.; 2B~ 7~o 585 
~.,.~ 1,4~ ~,68~ 72~ 

Inourr~d 

(9) (zo) (n) (z2) 
Lioi i  tl L i l le  

I i~pl ir i l l  
R&i lo Inom-Pid Bl l l i  O 

12,6~"~ 10o~ $1B,525 71,~ 
255 9.t; I,~ 73.9 
285 %5 1,2~5 7~.5 
315 P.5 2,5~ 75.~ 
360 9.7 l ,  9~ 78.h 
4i~ ~.4 ~ . ~  77.o 

4,3o~ lO.O 3i,55o 73.3 
t;po io.o ~,7~ 77.,~ 
5~o xo.o ~,o3o 76.0 
~;8o zo.o I,l,~z~i 77.8 

1,600 10o0 l i , ~ j  77.1 
5,9.o5 lo.o ~,B85 7~.3 

c 
r~ 

¢oe~mxta~ion of Ronrv* fo r  I l r ~ i d  W.C. L~n & l,oso FEx~lnais 

(z~) (z~) (z5) 
L&IJ~ 

~ P.E. Pa3men~s Rein ~rsdoS. 
l~ Col. I (2)*(6)*(7) (l~).(x4) 

19~5 i ),185 $l~O~ $ )9o 
19~6 ~,z~-5 2,44o lpOO5 
1~7 ~J7o z,~xo argo 
Tot,~,a xo;hoo 6Jr,5 3,655 

(22) R e s e m  t a r  O/S L a LE, £1.Plrt per iod  
(2~) R*s*~* rot O/S L t hZ, seoond p*rt.~ 
(2M T~X 

(x~) (17) 
c t m (xS) or (z6) 

O~ .vhiohmror 

i 695 $ O95 
lpS~ 1,SPO 
~rlo5 3,;o5 
5,5~o 5,59o 

2,5z5 
5,59o 
8tIo~ 

(z0) 

( 

(1~) (m) 

old  f o z ' m t  

(2z) 

> 

lai 



Deoomboe 31, 1~7 

Sohedu.lo P . Pal-t I~ 

(UltJ..mst;e Calend~r/Aaoldent Toar Bm.als) 

DIBtr lbut lon ,~" Unallooa'tod Coml:,Orms'tlon Cle.lm Exponooe 

Aooldent Yea.I. 

(1) (2) (,~) 

Cur ren t  Year Prlo:r Years  To ta l  Paid 
Ols'tribu~ion ~g'8 PeJ.d Paid (Co1. 1 "  Cole 2) 

or A 2  " 

< 1~5 o $ 0 $2,P55 $2,~55 
1965 10 ~0 ~ 0  250 
I ~ 6  10 )0 210 2 ~  

Tot.~l loo 10o ~oo ~,385 ~685 

m 

ft. 
m 

A For ConpD.nlos vb.leh I'm.re boon lssuln~ pol lo leJ loso than 5 3renr.* 
B FoP Coeq)anlol vhloh he.re boon lsm.ttng po l l o le |  5 ¥oeu-.e oz. mope. 
* Dotoz'mJ.no ~ls by expandlrqj 'tho ~le in B to r  'the n ~ b e r  ot ¥oa.l-o s.pplloablo to  100~. 

NOTE. The B dhstnbut]on ~ ' s  were taken from IASA, Insurance Accounting- Fire and Casualty, p 168 (2nd Edition). 



SCHEDULE P 1 3 5  

XTZ Con:~m,,n~v 

DeoembeP 31 t 1 ~  

$ohedule P - Pal".. ~D 

(Ul¢lmCe Calendsr/Aeolden¢ Yea z. Ba.ele) 

Dlvelopmen¢ of Inou.rPld W.C. Lo¢I*I 

C-3 

Aealden't Resolve Date 
~,~. 12.2x-62 12-~1-6~ 1~-~1-64 x~-~x-6~ x2-~1-66 ~2-~1-67 

1~2 $20e000 $19p880 $19~770 $19,665 $19,565 $19,5h0 
1962 2,275 2 f ~0  2.255 2 m 2~,~ 2.235 2, z~o 

S ub.t  or, e3. 22~275 22~150 22eO25 21p910 21~8OO 21p730 
z~3 x 2e~80 ~,570 2,~50 2,550 2~.~,0 

S ub. t  ot;e.l X 2~,730 2k ,5~  24;1~70 21~;350 2~,270 
190~. X X ~1060 3,030 ~ 2 , ~ 5  

Sub- tout  X x 27,~55 27,5OO 27,~50 27,2h5 
1~5 x x x %~5o ~t~oo 3,300 

sub-¢o't~l X x X 30, pSO 30;750 ~0,5~ 
lp66 x x x x 3,700 3,500 

Sub-'t o'tsl X X X X 3h,1.*50 31.1~ 045 
1~7 X X X X x 3,9~ 



XYZ C omp~.r~ 

Deoe~ber 31, i~7 

Sohedule P - Part ~D 

(Ul t imte Calenda.P/Acoldent YesJe Blulb) 

OOClp&,rlson s t  Reserves t:Ov kooidsnt, Ylm.r ~or V.C, LOsS & Loss Expense Dsoelsber 31 Of Ct,B'r,entt Ylm.r 

1. PPn~.l.tJ~m .Ee.Pnsd 
2. boss & Loss £xp. Inour'lM~:l 

3- PeLtd 
~. ~ , , , m  (2)-(3) 

5. PLtd 
~. Rosom (2)*(5) 

7. P e.l.d 
8. ~ , , , ~ ,  (2)*(7) 

9. P~Id 
I0. Ressm (2)-(9) 

I I .  P'~Jid 
iz. ~,,o,.,* (2).(~1) 

Oolle, P s [  Pero sn't,a,~e s 
$tJUml 7 Vats from Schedule P . PaJP¢ 2 

3,000 3,300 3,700 ~,~00 ~,~00 5,~0O 5,800 10o.0 10O.O I00.0 I 0 0 . 0  I 0 0 . 0  I00.0 lO0.O 

p. 
LOss & Lo • thru 12 Honths 

850 ~2~ 1,O~10 1,2~ 5 1,2~O 1,b, lO | 21.~..7 25.8 25.O 2b,.B 25.2 2~.8 214.5 
1,k~ 1.~55 1,.5 , ,~0o , ,555 2,~o 3,1~ / ~,.8 5o.1 . . .  52.2 52.1 52.2 53.5 

/ 
LOss & toss Exigent* thr,~ ~ ),broths 

i,~00 1,590 1,790 2 , 0 ~ O  2,300 
835 915 I,II0 1,300 I,/~90 

1,6~0 1, ~lO0 2,210 2,5~ 2 ,8~  
5~5 (o5 6~o 7 ~  895 

1,81~0 2,0~5 2,1~OO 2,810 X 
3~5 ~O 50O 580 X 

1, ~.~.0 2,180 2,520 X X 
2~5 325 ~ o  x x 

IjS~o - ~ . 6  27.7 30.0 29.5 ~o.~ ~ . 0  x 

Loss ~ Loss [:xpJs thru ~6 Hon4.hs 
x x i 56.3 57.~ 59.7 59.0 59.1 x x 
x X J 18.2 18. 3 18.7 18.o 18.2 X I 

Loss & Lol l  ~ • Shrlj ~,~ ~onthl 

X X T I 61.3 62.6 ~.9 ~3.8 x x x 
X . 13.2 13.3 13.5 13.2 X X X 

Loll & LOH ExFen!* '¢hmu ~O Hon'th| 
Z X | ~ . 7  (;6.1 ~;8.1 x x x x 
x x [ %8 9.8 Io.~ .x x x x 
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D 

1. Schedule P - Paz't 1 

Sui t  data ash be lnoluded In Part  1 In Lie present dots11. The a~otmt ohargsd fo r  esah s u i t ,  hoverers 
ran be oonve~ted tO an aooldent year  basis ~s tol lo~m: 

I n l t l a l  Year o~ Trans i t ion  

Pollq7 Calends4- Aosidmrt kmmmt 
Year Year Your Che~vged 

P o l l o t e s  P o l t o l e o  Losses t a r  sash  

I s sued  Earned Inour red  Sui t  
or  I _ . ~  

< z~oo <z~67 [ < z ~ z  <z  $z,5oo 
z~o ,, ~o ~ ~z ~o - ~ l  z,ooo 
lp6Z " ~1 & 62 61 - 65] 1 ,000  

zp62 ,, ~2 a 6~ 62 - 66J z,ooo 

T o t a l  f i r e t  pe r iod  

z~5 " z~65 s z~6 75o 
1~6  " lp66 750 

z~7 z~7 7po 
T o t a l  aeoond pe r t ed  

T o t a l  

U1tlmete C a l ~ d a r / A o o l d e r ~  yee.r B u i s  

Calendar  Year  ~motmt 
Pol lo les Earned /  Charged 

Aoalden~ Year For each 
Losses Ino~wred Sult  

196o #z,5oo 
1 ~ 0  1,250 
1~1  1;000 
1962 1,000 

1963, 925 
z ~  8po 

Toto..,'l. f i r s t  porled 
1~5 8oo 
z~66 750 
z~;? ?po 

Total  eeoond ~ertod 
T o ~ l  

2. Sohedule P - Part 

The  B d i s t r i b u t i o n  %'s  for  P a r t  3 w e r e  t aken  f r o m  IASA, I n s u r a n c e  Accoun t ing  - F i r e  and C a s u a l t y ,  
p. 168 (Znd Edztxon), as  w e r e  the B d i s t r i b u t i o n  % ' s  for  P a r t  4 shown in exh i b i t s  B - Z  and C - 2 .  T h e s e  
d i s t r i b u t i o n  % ' s  a r e  as  fo l lows .  

I n l t l ~ l  Year oF Trans i t ion  

PoliQ 7 Ass iden t  Year  D i s t r i b u t i o n  ~o8 

Yesr ~ or ~ 

<, z963 I < 64 < 66|  o 

1~65 z~65 a 1~6 is 
z~6 z~,6 5 

T o t a l  100 

U l t i m t e  Calende4-/Aocldent Year  B a s i s  

D i s t r i b u t i o n  ~1 a 

Accident Yew B 

z~;~ o 
z96u, zo 
1~5 is 
z~66 1o 
Z~67 
T o t a l  100 



138 SCHEDULE P 

D I S C U S S I O N  BY F R A N C I S  J. H O P E  

It was a pleasure to review this paper, because it is concise, the ideas 
are clearly stated, and it suggests some things that could be done now and 
some thought-provoking subjects for the future. 

The first stated purpose of the proposed revision of Schedule P is 
simplification, and with this we can hardly have any quarrel. If  the 
primary purpose of Schedule P is to give some indication of current reserve 
position, then it may be done equally well on an accident year basis as on 
a policy year basis, and with less detail in processing. Admittedly the 
minimum statutory requirements present a hurdle to be overcome. 

Certain rationale is cited from the report of the Actuarial (F5)  Sub- 
committee of the N.A.I.C., to the effect that application of the statutory 
minimum ratios to three years of calendar/accident year premium would 
produce a more conservative requirement than when applied to three policy 
year premiums, since the calendar year premium would be greater. 

As a technical point it might be noted first that, with respect to policies 
still in effect at the beginning of the period, such policies would be con- 
tributing losses as well as premium into the calendar/accident year 
period, and thus would not necessarily make the requirement more con- 
servative. Policies which had already expired would quite probably con- 
tribute positive amounts to earned premium in the form of audit premiums. 
but these might be more than offset by negative amounts from retrospective 
adjustments from time to time. 

This technical point should hardly be a deterrent to the use of earned 
calendar year premiums, since the effect would be quite negligible, and the 
statutory minimum ratios themselves do not suggest any precise form of 
measurement. 

There is a proposal to revise Part 5 so as to show various sub-totals and 
aggregate developments by line, and this might be done in a number of ways. 
If space permits, we would suggest that an additional column be inserted 
between the columns as proposed, in which the amount of calendar year 
development could be shown by accident year. This again would merely 
be a saving in arithmetic, and would show at a glance the amount of con- 
tribution to calendar year incurred loss made by each accident year. 

The most interesting and challenging part of the paper is the section 
on prospective evaluation of l'iabilities. Miss Salzmann would add a new 
Part 6 to Schedule P, in which she would trace paid and incurred losses by 
accident year through a series of year-end evaluation dates. By subtracting 


