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On numerous oceasions the members of my office
staff have evidenced a desire to consult reference
books which would enable them to obtam information
on points connected with their examining and their
aunditing work; my inability to direct them to proper
sourees of information led me Lo institule a system of
briel talks wpon the topics connected with their work.

During the smmmer of 1910 I was asked by the New
York Btate Civil Serviee Commission to parlicipate in
the oral examination of eandidates for the pogition of
Assistant Examiner of the Insurance Department of
the State of New York. Manyv of the adswers given by
the candidates indicated the same need for informa-
tion which had been expressed by my own assistanis.

Department and company officials to whom 1 hap-
pened to mention these facts, suggested the advisa-
bility of putting these talks in some permancut forma,
g0 thal they could be of nse not only to the members
of my own staff, but to Departmental Examiners and
to assist the accouniing departmments of companies in
the solution of the numerous problems which arise in
connection with their annual siatement work.

In conformity with that suggestion, T offer this book
to those who may need it, and wish merely to state
thal it was not my intention to prepare a learned
treatise on the practice and theory of supervision and
accounts, but merely to give to my fellow-workers the
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henefit of the rules which I have found advanlageous
in the large number of examinations and audits with
which 1 have been connected. It will he noted that it
Las been my attempt to impart the knowledge by sug-
gestion rather than by direet statement. In thiz way,
the reasons for the varions {reatments have been de-
veloped and the logic of the sitnations has been shown
more clearly.

Whenever it became necessary in my talks lo refer
to specific statutes, the seetions or parts of sections
applicable were read; I have reproduced them in this
book in the form of appendices rather than to enmber
the text wilh extensive quotations.

3. IHereert WoLFR

165 Broadway, New York, N. Y.,
Diecember, 1910,



TABLE OF CONTENTS

e T e R R R R e R e R

CHAPTER L
The development of supervision — Personal attitude of the examiner —
Qualities he should possess — His attitude towards officials of company
T LT T S e e P R R L G S S e

CHAPTER I
Limitation on real esiate holdings — Fxamination of title — Title insur-
anee — Purchases [vom officers or iotercsted parties — Methods of
appraizn]l — Certificates of extension, ... ... ..o il

CHOAPTEL IIL.
Mortzuges — Limited to pereentage of value of property — Ahstract —
Appraisz]l - Fire insumupee policies —* Porchase money mortgages
— Nutice W morigagor — Guamanteed morigages — Transfer of tax

CHAPTEL IV,
Bonds — Different forms of bonded indebtedness — Railroad  bonda —
Registered amd coupon bonds — Direetors not to be intereated in aalee or
purchases — Eyvidenee of ownership. . ... oo oo ool

CHAFPTER V.
Difference between bonds and stocks — Duager o stock investmenta —
Treferred, common and gpusrenteed stocks — Collnteral loana — Win-
dow dressing ™ — Colluteral loans contrasted with policy loans, .. ...,

CHAPTEL VI.
Cath in office and in bank — Percentage of eash to invested nssets — Cer-
tificate from banking institutions — Interest bearing and non-interest
benring aceounts — Poliey loans — Liens aod their sources —Premium

CHATPTER VIIL
Miscellancous  assets — Bills  receiveble — Furniture  and  fixtures —
Averued interest — Tient paid in advanees — Reinsuranee due — Agents
batances — Deferred. preminma— Unecllected premiums — “ Paid for *
and * written " bases — Uncollected assessments of fraternals.. .. .......
5]

FAGE

3

L

38



6 Tapre or CoNTENTS

CHAPTER VIII.

Loading on uncellected and deferred premiums — Dizallowed or pon-
admitted assets — Loans on capital stock — Supplies and printed
matter — Commuted commissions — Cash  sdvanced lo  officers —
Excess credits — Depreciation in seeurities — Premiums outstanding
morethan minety days — Apprecstion. ..o iaiiiiiini i e eans

CHAPTER I3
Amortization of bonds purchased above par — Accumulation of bonds
purchused below par — Incorrect methods of treating premiums and
diseomaie — Neeessary TAelors. ., o oo reiooans iassryarannnssrassos

CHAPTER X
Lirbilitiea — Net value of life insurance policies — Net terminal vaine —
Mean reserve — Unearned preminms — Unearned preminms on marine
policiea — Perpetusl policics — Heinsurancs. . ... o .o ooty vanis

CHAPTER XI.

Snrrender valnes claimable — Different lorma of deuth claim hubilitics —
HReaiated elpima — Accident and health elpims — Contingeney reserve. |

CHAPTER XIL
Fire Inases — Flate glrss loazes — Fidelity and surety polivies or bonds
distinguished — Inability to keep track of issucs — Suggested remedics
= Balvage — Co-surety — Depogitory bosnds. .. ..o oot

CHAPTER XIIL
Special linbilities — Credit policics — DeErition — Methods of tresting
accounts with insslvent debtors — Liability policies distinguished from
workmen's rollective policies — New York sod Michigan metheds of

CHAFPTER XIV.
Miscelluncous lsbilities — Special or advisory board contracts — Taxes
due or aeerued — Borrowed money — Capital stock — Sale of stock in
eonnection with life insursnes forbidden,

CHAPTER XV.

Commissions on uncollected premiums — Dividend liahilities of life com-
panies — Annual and deferred  dividends — Restrietions placed on
dividends by New York atatutes — By Ohio statutea — Ttems of divi-
dend Babilily in statement blank — Tontine policies — Sourees of
dividenda

FAGE

0

a9

a7

104

115



Tasre or CoNrests T

CHAPTER XVL i

Departmental examinations not audits —The trisl balance — Premium
income — The two bases —* Policyholders' basia" — Various sources
nf;inbermt — Other itema of income — Premivm on cepitel stock. ... ., 133

CHAPTER XVII

Evidence of disbhursements — Voucher-chegues — Losses — Payments in
installments — Net lossea, surrender values and dividends — Other dis-
bursements — Profit and logs. .. ... ..ot iiin et e 141

CHAPTER XVIIL

Development of schedulea in annual statement blanks — Analysis snd
explanation of schedules A to Y, inclugive of life blank, .. .. ...... ... 149

CHAPTER XIX.

Additivns]l schedule for fraternals — Schedules in blank wsed by Gdelity,
surety, ercdit sopd bability companies — Deleiled clsssification of
fdelily and suredy rlm, Lo s v b me e s s e 168

CHAPTER XX,

Zchedules and their applicstion to financial portions of statement —
Hﬁthndﬂiche:hng details ghown in schedules with :temsmnthmpnr—
tigns of siatement., , e A S A e R NIPPRIPRNRIS: | .+ &

CHAFTER XXI.

Excise bonds — Special femture in New York State — Exelse reinanrance
sgreement — Ita method of operation — Guaranty of billa of lading —
Other forms of guaranteed certificAteR, ...\ ive v i e ara e 175

CHAPTER XXIIL
Limitation of rivk - Logic of statubes — Limitstion se applied to lebilily
polivies — To credit policies — Policies in bands of agenta — Method of

verifyving unearned promitum iBREE. ... ie i ai s e s s e i a b 181
APPENDICES.
Appendix A — New York Ingurance Law relating to ownership of real
BIEIRE o a i e e b e R e e R 189
Appendix B — New York Insurance Law relating to dmpmltmn of real
T e e L o 1940
Appendix ©— Notice to be sent bo mordgREOrE. ... . 182

Appendix D — New York Insurance Law relating to directors or officers
being intercated in purchases and sales of seeurities. ... 183

Appendix ¥ — New York Insurance Law relating to investments of com-
PRIbem OhG L L VS v ens G e e S eea 184

Appendiz T — New York Insurance Law ralsting to investmentg of eapitel 187



