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CHAPTER I
IRTRODUCTION

mmmmmmmmmmw
States in 1949-50 was reported to be $17,590,485,000;1 mmm
pupil in average daily attendance was $688. mmmmm
butldings has shown & very mavked increase since the end of World War II.
'mmmzm-ummmouunmwev\mmw" |
public sehool buildings incressed §1,079,170,000 (16.6 per cent).

This increase in school plant investment promises to continue at
a rapld vate, The U, 8, Office of Education estimated in 1953, follow.
m.mammumumm-um.m;umm
the overcrowding then existing in the schools and to veplace those
buildings deemed unfit for service or school buildings would require
- the construction of 340,000 clagsrocms at en estimated cost of
$12,000,000,000, Looking ahesd to the need for incressed factlities to
meet the predicted envollment increases, the U. 8. Office of Education?

itm'wzrq“m' William 7. 2 150 {
Mgmuwnmm ‘ cum.
Security Agency, Office of Educa Waghington: um
Govermment Printing Office, 1952, Chapter 3. p. 18, |

w:—::mm(mum). t of the Status P
- 4 - (authorized by T 3.

' e uwa.mummmtm mu
muu.m-zmm Section, Washington, D. C,; 1953. p. 86,
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estimated that an additional 700,000 classroams costing an estimated
$30,000,000,000 will be noeded by 1960 in order to house the expected
45,000,000 public sehool students in 1960, One estimate is that for
each of the mext £ive years $5,000,000,000 anmually will need to be
expended for new plant construction.l

The investment in publie school buildings and in their operation
comprises, in scme districts, the commmity's most fmportant single
economic enterprise, mmmmmqmemmm
mwmmuuuwumf‘fﬁ-.
would represent, school districts have adopted programs designed to
provide them with funds for replacement or repsir of these facilities
which five or other destructive forces strike, mmmm
the socialization of visk through the purchase of insurance, the accumus
lation of reserve funds with which to meet such losses, or occasicnally,
in very large enterprises, the acceptance of the risk with the
expectation that the enterprise will meet the cost of the losses as
they oecur.

smong the greatest hazards to school property is five. The most
widespresd protection against pecuniary loss frem fire is fire insurance.
It is estimated that in 1950 the taxpayers of the United States weve

s

ljorton, John K. “Federal Ald for School Comstructien.” NEA Journal,
March, 1955,
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paying $30,797,000 for imsurance coverage on public school property, of
which by far the greatest part was for fire protection.!

In the state of Oregon, the problem of protecting public school
districts against loss by firve is also a considerable one. In 1954,
public school buildings weve valued at move than $200,000,000 and were
insured against fire for $150,000,000 at an anmmal cost in premiume of
o;.mmvm.mmnmsmumyénuwum
Mumamcdmcmhmmhmmmm
A recent survey of school building needs made by the State Department
ammmwammms‘umjmmm
needs for the next five-year period (1955+60) is estimated at
$100,698,000,2

The development by boards of education of adequate programs of
protection against pecuniary loss resulting from fire represents an
important phase of school management, It has been the source of con-
siderable study *s evidenced by existing rvesearch. Some of the more
mdMMaM&umh&oﬂym‘uﬂhm
folloving parageaphs.

The interest of the National Association of Public School Business
hmmmumumxmmuu. Comnittee on

2Norton, John K. “Federal Aid for School Construction."
March, 1955, BEA Journal,



Officials veflects the concern of its members throughout the United
States and Canada in the cost of insurvance. The Association hss made
three comprehensive studies to determine the vatio between premitms
paid by school districts and the losses sustained. The first of these
covered the period 1921 to 19301 and fncluded 345 eities in 33 states
and 35 Canadien cities. It was found that 28.7 per cent of every
premivm dollar patd was vetursed to the insured to cover fire losses.
A second study? of approximately the seme magnitude,including data for
the years 1931 to 1937, revealed that 26.9 per ceat of each premtim
Mmmuwmmlmhtbmm.
The third? study, covering the years 1938 to 1945, inclusive, found a
costeloss ratio of 31.9 per ceat for thet peried. The general conclue
sion resulting from these studies was to the effect that premium rates
for city school districts were far higher then warranted by the losses
suffered. The Association suggestsd that if the insurance companies
would not lower their rates, public schools should look either to selfe
insurance or state insurance programs for protection. This conclusion

Wm:mumummmm.mwm
*m. . '
:mmmammzmmmm,mw

Mu-ammmmmum. Insurance Committee,
ormni L 3t # el 1M.m.




mmtuu. Mmuﬂmmmtmuh um
out hevein.} :

Ihe Melchior Study  One of the carlier and batter-known fire
mmmn«hww«lhmz. ‘This was an intensive
wamuumummutmmmmuua.
Wmuymmmamumummmuw

mm«wmw.mmmmam :

mmmuuumuwmmmmm
insurance, fire protection and preventicn. This was oos of the fivse
mnmxymmmmummummw
loss ratio of the fire insurence program. Melchior outlined a very
effective appraissl system to detemmine the sound value of school
mmmmmmmmmmuummuﬁum
State. In the 59 eities studied, the costeloss ratio for the years
1920-25 was 24.25 per ceat. '

Ihe Sgith Study  In 1930 Smithd summerized the experiences of
sone twenty cities which had used & gelf-insurance plan. He also

INational Association of Public School Business Officials, tﬂlw
Op. sits pp. 15 & 16,

1930, Hew York, N. '!
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explained tuptmmo!nuu insurance which were then in use in

four states: South Carolima, North Dakota, Wisconsin, aud Pemosylvania, .
Snith outlined the advantages of o well-adninigtered state insurance i
program, and the sevings vhich might be obtained through such a program.,
In conclusion, Smith stated, "Five insurance rates vary widely
throughout the United States. There is nc uaiformity of procedure and
frequently certain conditions are penalized more heavily in ome state
than another,"! L
To assure an efficient fire insurance program, Smith M ‘.
the following: :

i,
2.

3.

&,
S

An accurate appraisal of all school property

A thorough examination of the schedule-rating sheets of
the school buildings owned by the district and the
elimination of all unnecessary charges in rates

The arrangement of expiration daies of the insurance
policies so that the same amount of imsurance expires

each year
The periodic inspection of all buildings
Adequate insurance records

The Holy Study?  Holy made a comparison of public school plant
insurence premiums and reported school fire losses in the state of Ohio




during the yoar 1930«31., He found that school losses were very low in
comparison to the premiums paid. As a result of his findings, ha wrote
ma'umm suggesting a state insurance program for the state of
Ohio,!

Ihe Viles Study?  Viles made a study in 1934 of the effects of
f£ire hazards on insurance costs in 500 grade and high school buildings
selected at rvandom in Missouri. He found that sbout omeethird of the
_ published insurance rates are made up of penslties levied because of fire
hasards in the buildings, These penalties fall into four classes:
structural, occupancy, exposure, and after-charges, His general cone
clusions were that by careful planning and the removal, at little cost,
amemum.mmmmumzmcuumum
Mcumcumwm-. Viles is now employed in the
wm:wuzmwmuuuammwmuumu
of preventive fire construction in school buildings.3

i : : , S tud A study by the
Educational Council of mmmmmoameumuu that in
mm 1930-46 the Ohio public schools paid $8,101,000 in premiums

lHoly, T. C. "State Insurance for School Buildings.” Nation's Schools.
16:60+62; October, 1935.

"m, ﬂ. 'o SLRENEAR
Jefferson City, Missour!

hu»., N. E. School Five Safety. U. S. Office of Bducation. Dulletin
No. 13. Federal Security Agency. Governmental Printing Office,
Washiagton, D. C., 1951,

- 4Shuman, W. x..; nm. Re u.; luh, x. W. "A Study of School Insur:
Costs." poxrt QLA : LOURCLL 947, Columbus: Chio




and veceived in adjustments and payments for losses a total of

, ‘l.ﬂ.m“?z?mmtctthpm. the same ag that found in
the 257 eities studied by the National Association of Public School
Business Officials 1931-37.

The Anderson Study!  Andewson's study, made in the state of

Georgia, in 1941, revealed premiumeloss ratios to be quite similar to
those found {n the sarlier national studies. In this report a come

parison of cost-loss ratios in rural and city school districts was mude,

The vatio of losses to premiums paid was higher in village aveas (55 per
cent) than in the eities (17,8 per cent) or the rural aveas (27.2 per
cent), The state average costeloss ratioc was 27.4 per cent, Anderson
also studied the relation of fire insurance costs to total school costs
and found them surprisingly high in a few instances.

W A sequel to the studies by the National
Association of Public School Business Officiales, earlier referred to,
wag made by Upton in 1947, He investigated the methods employed by
180 city school districts throughout the United States and Cenada in
dealing with fire insurance companies., He analyzed these methods and

 landeveon, E. R. mrmwmuwwu
GCeorgia," ZThe Ame: : pard Journal. 103:58. August, 1941,




evaluated their effectivencss and econcmy. This study wes limited to
 the five~loss problems of larger city school districts, becsuse of the
 extensive public investment fn city schools and because adequate
 records were accessible in these larger distrists, For the years 1938
45 ho found an average cost-1oss ratio of 31,9 per cent, which is some-
"v.m:mmmmmwmmwmmmwmm 2
 School Business Officials for earlier yeavs. His findings also indicated
" that many school districts were taking advantags of the savings possible
ugh the purchase of fire insurance on a fiveeyear plan and through
~-_‘med®haoimnmt.

th,u!mmnt
_“(“v,ﬁmmdmasmtmdmtuuosmw;um
“'mldmhmsumkhmxbwm' Association, made an
: MW'MEMMdmuwmdmm
costs for school districts. Essentially Smith's study analyzed the
cost-loss ratios of Washington school districts and explored the
‘Wﬂmwsummnuumm
m.mx;dmmmuuu.mmtm«mmmp
mmau.&mm:mwmmmzmm m
gosteloss ratie for the !imelN%sﬂanmm&.
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As a result of this study, & munual of fire insurance coverage
for Washington school districts was published in 1951. The position of
the Bureau relative to the alternative methods considered is indicated
by the following statement by the Director of the Bureau:

The subject matter under consideration vaises many highly

questions. The Bureau wighes it clearly

controversial
understood that it takes no position with respect to these
unq.mm-uayummummszum

Ihe Scoville Study?  Scoville's study was made in 1951 to
evaluate the different existing state insurance plans to determine if

asny such plan would be of value to the schools in the state of Colorado.
In studying these plans, Scoville explored the bases of cost, protection,
and administration,

He concluded that:

1. A state selfeinsurance fund to provide fire insurance for
public school buildings would provide adequate protection at a lower
cost to the public schools of the state than they were paying to

2. The premium rates for fireproof and fireeresistant buildings
were much too high.

lsmith, George D. Op, git, Preface.

’smmo. Wilber E. A State ran Fire Insurance o
§ichool Property in Colorade ' R
Colorado State College of uuaum. @ucw colmh. 1951.




3, The public schools eve a preferred risk.
4. mwammammmmmm
mnmgm

Ihe Thomes Studyl  The first vecorded public school five
"Wiﬁh&@ﬂﬁi&ﬁl?bym,@mm
'Wummmmemummm At the time
ezmw,anmc-uuumummwm.mmnm
mwmmmm:mtsnmummumm
public schools. As o result of these findings, be recomsended that the
mmmmmumm.mmum.mg»
insurance progrem for their schools. In defense of his contentiom,
Thomas stated:

e A e .

insurance money from fire loss to be §738,610.93 or
$132,880,41 less than premiume paid . . .

A number of years mmxmmuﬁ
w:w:»& cancelled it all. It was good
business to do so. An of cost revealed an excess

of premiums paid over losses sustained., 1If five insurance

mwmmuumumm,m
ummdmauumm The same

plan was adopted by the Y.M.C.A. in this country. I have
before shown that 33 lavge school systems have in the last

"ﬂ-u,l. B. ‘?MW&M).&M““W
Boerd Jougnal. LVII, No. 3. Septamber, 1918, p.
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ten years paid out for school fire insurance $132,880,41
in encess of losses veceived. The state of Oregom alone
has paid out during the same time $173,715.50 in excess of

ceived, Applying the same logic and comclusive
returns in the same--if fire insurance companies cap carry

Ihe Holy Repoxt! mwz.xm.mmmhm
_,ngmmzagmmuaumcymumm:
budget of $55,000 fron the Bisic School Support Fund to be used to cowe
plete & study of Oregon public schools. A portion of this study (known
popularly as the Holy Report since it was conducted by Holy) dealt with
the businese management practices of Oregon school districts., It was
platn from this study that meny of the second and third clase districes
were not actually cognisant of the extent and nature of the insurance
The Holy study showed a 41.0 per cent costeloss ratio on school
buildtags for a peviod of five yesrs (1904-49) for the 55 firet clase
‘mmcumm liowever, there was an inadequate mmber of returns
wmhwmmuuumehwéhmtmuloﬁuuohw

lyely, T. C.
Oregon. !
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at that time. In the conclusion of his report; Holy recommended that
there be set up a conmittee of educators to study insurance rates and
confer with the appropriate insurauce officials at pericdic intervals
for the purpose of keeping school building insurance rates in line with
losses sustained,

The Woodell Study!  In 1953, Woodell made a study of curreat
' pnhtm' in school insurance programs and developed a suggested
insurance program for Oregon school districts.

The study gave emphasis to fire, liability, and motor vehicle
insurance with lesser emphasis given to extended coverage insurance,
workman's compensation, and boiler insurance. The major findings of
this study were:

._';1. Regulation of insurance is a function of the State of Oregon.

2. There are principles of insurance which apply to all types of
‘insurance, including school insurance.

3. Less than half of the school districts of the first and
gecond class have any centralization of responsibility for the district's
insurance program.

4. Very few of the school districts have a welleplanned insurance
program which provides for both adequate coverage and economy.

5. The reported cost of premiums for fire insurance im school

dhcﬂeu studied was very high in comparison to public school losses.

1woodcn. mmz.




anu*-mummmmms
‘1. That the State Department of Education explove the possie
‘wuy'dymuhmn«emlmtuwtwmhtm
Muhmmmm.

2. That legislation should be enacted to veguive divectors of
a school district to insure school buildings, contents, and equipment
mcmummmu.

3. That the State Department of Education should take the
initiative in publishing an insurance handbook for the use of insurance
advisors, school adninistrators, and school board members.

Zhe Lene County Sugvey!  The Lane County Survey was carried on
by the writer as a pilot study to detemmine the desirability and the
feasibility of a state-wide study of public school district fire insure
mmumttm. For a number of years the writer had
observed in the school districts with which he was scquainted inadequate
 provisions for the development of sound fire insurance policies. Dise
ma&m.-mmummmum«mmu
© literature indicated that the writers' impressions were shared by others.
:‘mwmm’mm«mmwmmmum
test his assumptions es to the need for such a study and to develop

W!ﬂ'mm.

lgurvey of Lane County Schools. See Appendix A.
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Lane County was selected for the pilot study for the following
Teasons:

1. The writer lives in this county and is well sequainted with
most of the school administvators.

p wm:yueummmem:yumum
population and value of schoel property.

3. There is a wide veriation smong Lane County school districts
in: (a) eize, (b) type, and (c) wealth,l '
Specifically the pilot survey sought to secure the following
information: j |

1. The value of school buildings and equipment in Lane County.

2. The amount of insurance carried on this public school property.

3. The typesiof insurance problems which exist in Lane County =
school districts. , Ayl '

&, The cost-loss ratios in Lane County schools.,

The Lane County Ruval School Board sent a questiomnaire to each
school clerk requesting insurance data from each of the 56 school
districts. After this material had been tabulated, it was quite evident
that no uniform insurance policy was in effect and in most school |
diateiots the sehool Dosrd menbers knew very 1ittls dbeut théls swe

issued by Rex Putnem, State wmmn a!
» Ovegon, 1952.
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mmmmmmmwomwm»m
mammxuummmumzmmwmmzu
their insurable velue. Of those under-insured, three districts were
insured for such small amounts that they would have been unable to bond
within state-established boading linits for an sdequate amount to
replace their buildings in case of & major five, Of these three under-
Mmm,nxmunmmmmwmm“ |
,ﬂdtm.-»mmwlteyumwm |
obligates the school district to carry the stipulated per cent of the
total {nsursble value. If this per cent is not maintained, the school
becames a coinsurer even oo small losses.

mu«mmmummmwnmm
mmmmmmmemmmmmmw
MMNMVﬂﬂdeMJ mmmu
_‘-mmmm.uuwmmmxymm.
ummmmmzmmmmmamwww
mtiumeﬁlm. '

" Ationing findings wetebiun S5 Liow Owidy 300 ke Sathir b
beldeve that a study of fire insursnce practices and policies for the
entive state of Oregon would be productive of considersble good for the
public schools of the state.
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Statement of the Problen

The problem undertaken in this study is to identify and evaluate
£ive imsurence practices in the school districts of the state of Oregom,
as & basis for making recammendations for their lmprevement. The purpose
of this study, more specifically, is to seck answers to the following

questions:

1.

e

Mmmm tlces of Oregon school boards in
maﬂ‘;mm:

‘As How do school boards detemmine the smount of insurance
needed?

B. ummmmwummr

'mummummmumm
__umm:

mummwumuwmumgm

_ of 5 years?

b
-0
€.
7.
‘B

What type of policy is most economical?

What are the most comaon fire hasards in school buildings?
How ave insurance rates deternmined? :
mMmmmu»mmatmm?
nmumuumm,mmmw
affect Oregon’

Experience with the Lane Couaty pilot study and interviews with
people direstly respomsible for the fire insurance programs in ten
selected Oregon school districts indicated that reliable data could be
mm»muwaumm sources.
mmtbwﬂymm-umdum:



opa'  The insurance dats form with an
introductory letter and a note from Paul Elliott, President of the
Oregon Superintendents' Association, was mailed to all superintendents
of £irst and second class districts and to the school clerks of all
thivd clase districts in the state of Oregon. Ninety-one per cent, 84
per cent, and 56 per cent respectively of the firet, second, and third
class districts completed and returned the data forms.

2. School Auditors' Reports  All information secured by
questionnaire was checked and supplemented by & review of all audited
school district annual veports for the year 1953, which ave filed in
the Bureau of Audits? at Salem, Oregon. In ovder to further supplement
these data, some of the larger school districts were visited,

3. State Pive Marohall's Reports  The aunual veports of the
State Fire Marshall were checked for public school fire losses for the
years 1948-53.

4, _
made to the Diractor of the Ovegon Insurvance Rating Bureau for the
purpose of (1) obtaining information in vegard to the procedures of
rate making and (2) securing information in regard te the stock
companies' loss experiences in Ovegon from 1948-52, inclusive.

All of this information was checked with the State Department of
Education for any pertineat facts that might be related to the successful
completion of the study,

Lappendix B.
2pureau of Audits, Public Service Building, Salem, Oregon.

Visite were
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Limitations of Study
Although s effovt has Desn sads £0 insuve the sesuraty of all =
data veported in this study, it must be vecognized that in some
instances, school property values, the extent of imsurance coverage,
and fire insurance premium costs weve pot accurately reported by school
districts. For example, ummmmumtmm:ﬁ
school elerks had listed the cost of all insurance, including bus,

industrial, and 1lability fnsurance, as being ehe cost of fire insursnce.

As noted earlier, many of these reporting errors weére uncovered
when the writer checked these reported figures against the audited
figures, Ia those instances in which the school audits did not list
the cost of insurance policies, the writer sought to verify the
reported figures by chacking again with the sehool imvolved, It is,
thevefore, the writer's judgment that the data in this study are
sufficiently accurate and couplete to support the comclusions,



s CHAPTER 11
"Wmmummnrm

nmhﬂmeMMleﬁdeMMh-
m@ Mmmm«mmm there are evidences
ummmw»ummwmwmxmam
M’fﬁ.%eammmummm
A_tbm. mwmmqmnm"wuau."m
“’m-ummmmmumxwumu»muum
um uummmm.m.mmm
wumum;mu.mmumum
umdmmxyummmmmduuum
umam bNthum:hlckiuby
mum.mmmhm,mumuam,u
damage or destruction of property, and now only the improvident individual
mumusmdm«vmumumuw
mmmcummu.mmammm.nu
‘mwawmmmmmunmwm
~ lLocal school districts ave faced with the responsibility for thus
mmmummmm. They have sought to do so
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through: (1) insurance with a stock or mutual company, (2) self-
insurance by establishing a reserve fund, and (3) laying plans to meet
muim“:hlym,tmtlnmuo!thmmt,
(true usually only in very lavge units). It is the purpose of this
m.urmmtm’umotmutmm»dm
the nature of the protection provided by each of these programs. The
firvet of these will be treated in some detail in this chapter., The
latter two will be treated only briefly here and more fully in

Chapter V.

Insurance

mmmamummmua"mm:
Mmmwwﬁmmmelm.m.n
lisbility arieing from an unknown or contingent event whereby the
insured or his beneficiary suffers loss or injury."}

The nature of insurance is further defined in the following

TEn i g, s

for pleasure or profit; they introduce the element of risk

Mumlydummc. Insurance, however, is

a hedge against risks which ave already present,
the object Nuuuutulmmauuumh Insurance

tmlmz transfer of an existing risk from one person to

Title 56, Sec. 736.005.

-



poiat is 4 social device whereby risk may be trensferred to a carrier
and is thus eliminated as far as the policy holder is concerned, Its
purpose is te reimburse, at a moderate cost to the insured, one who has
cuffered loss. It actually sbifts the burden of riskl from the indivis
dual or individuals who cannot afford to suffer a loss, to a group which
has been financially organized to assume such loss. For example, the
property owners of the school district might find it impossible to raise
 sulftelent funds to veplace & bullding lost by fire, yet they ave able
to mske modest annual premium payments to insure against such a
contingency. mnmmymmumkmumm
carvier to assume, and thus free the district from additional losses
should a fire occur, When they buy insurance, they sssume a smail loss
(the premium) and trensfer the large, uncertain risk to the insurance
carrier.? ‘

What is referved to in the preceding paragraph as "the large,
uncertain risk” is such only to the individual person or company pur=
chasing the insurance. To the insurance company, working with a very
large population, these arve mot uncertain risks, for it is the business
ammmwmummmalmﬁtum
large group, based upon the law of averages, so that the misfortune of

bipigk" 18 used with several meanings in this chapter. It refevs to the
chance for lose, or the type of hazard which may cause a4 loss, such as a
windatorm, fire, sarthquake, etc., or it sometimes refers to the property
or person insured,

%m; Howard L. Gegera:
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oue or even of many may be compensated for by the premiums paid in by
those fortunate enough to avold loss.

‘The essential features of the law of averages with which property
insurance is concerned are described by Thomas as being: :

1, The existence of a known danger umhaumm %
are exposed,

2. The probability of loss not falling on all exposed to it,
3, The asewmption that when loss oceurs, it will fall se
heavily on those to vhom it comes that indemnity will
m.mmumtwum
by ‘ammumumdmmvmn
' :“m?muymmmm
Essential to the operation of the law of averages is a very large
pipulasion in tesms of vhich loss supectations mey b caleiletad, Two
MMMMMMtMmMMMM
provident operation by insurance companies in temms of the law of
averages:
i1, The size of the individusl risks must not vary too greatly,
Obvicusly, ome extra large risk would upset all calculations if all the
by limiting the amount of insurance that they will write on any one
buildiag, wmmmumwuuzmﬂ
the amount of fire hazard involved, 7

thomas, R. U, "Fire Insurance in Public Schools,” American School
W LVII, No. 3, W 1918, ps 35, Be



2, There must be a rasdem selection of risks scattered over a
large territory. m:mmm,’uubtutyotmmm'
having all of 1ts insurance in a circumscribed avea which might suffer
.«wmamwwmuummmmm
{ndemnity than the resources of the company could stand, fiid

The assumption made in the foregoing paragraphs is that insurence
companies are able adequately to estimate the risks to verdous categories
of their clients, such that they may charge a premium certain to meet not
Mytmmwtymmammwm.hcm“
aleo in the aggregate to meet the operating costs of the insurance

m.
As Martin puts it:
?mam the terms of the policy. It
the insurance can only insure risks between "0"
“S0" on the because when the probability of loss

I¢ has &lse been pofated out by Riegel and Miller,? that for an
{nsurance contract to operate equitably, produce the desived benefits,
and be practicsl from a business point of view, certaln conditions ave
necessary, G

Dtartin, Howard L. Op, cit. p. 11,

ZRiggel, Robert and Miller, Jerome. Insuranc
New York: Prentice-Hall, 1947. pp. 19«20,




1. mmmthmbwamaMM'

2. maﬂthWzmthmmcm
»mmmmummmmu.

B The cost of insurence must not be prohibitive,
‘4. There must be a large oumber of risks,

S. The extent of the hasard involved must be capable of an
' appreximate mathematical calculation.

" Susumancs does Dot of itself eliminate risk, even though the eoms
panies engaged in the business of fire insurance do much to veduce fire
‘basards by campeigna of education in fire prevention, systematic adver-
tising, the inspection and rating of buildings, penslising viclations of
'MWWWM,Mwm«mmmd
MMMMWMM that are not safe,l

MW.WMWMMWmMi&Wﬁ :
mmmwwuwsmmmmmm
MWMWW“W“M‘!NW
contracts as well.®
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These principles as defined by Riegel and Miller,! Vance,? and
Hartind may be outlined as follows:

b There must be an agreement based upon an offer and
: mmﬂmcdmummm

‘2. There must be a mutual knowledge of all material
facts and the contract must be free from fraud or
misunderstanding.

3. mwtmehmmomm“.
legally capable of coantracting.

4, The contract must be in the form required by law,
Se MmelmmeMammm.

6. uulwtummmt.thw
m:hwlnumdulm.

It is = prineiple of law that an insurance policy is one of
indemnity and not one of gain. Public policy has prevented the insuved
from profiting fram his loss.

In order to pronote fair play and good falth between the insured
and the insurer, insurance lavs have incorporated into the standard fire
insurance policy methods of cancellation when certain knowledge with
reforence to the risk lovolved is withheld by the lnsured. Intentional
Wmmmmuymmmmm

Rk st ‘
hmm:mmuu.nm Op. sit. p. 335.

Zyance, William R, rance. St. Paul: West
Publishing Company,

SMartin, Howard L. Op. cit. p. 32.
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ZIhe Oregon Ingurance Law  Oregon state lav has established a
department of insurance headed by an insurance commissioner appointed by
the governor, whose chief duty it is to vegulate and enforce the laws.

_ The genmeral powers and duties of the commissioner are:

1. To have and exercise the power to enforce all the laws
relating to imsurance.

2., To issue certificates and licenses to insurance companies
. which qualify under the insurance law,

3. To receive and file an annual financial statement from
each imsurance company operating within the state.

4. To require all insurance companies to publish their
financial statements in a newspaper of general
circulation.

S. To furnish "conventional form blanks” to the imsurance
companies for their annual reports.

6. To purchase forms.

7. 7o compile and have printed for general distributiom,
books, blanks, insurance laws, and other matters
necessary for public information.

8. To preserve in a permanent form a record of his pro-
ceedings, including a statement of the result of all
{nvestigations and examinations of insurance companies.l

The fire insurance contract for Ovegon (page 30) was standardized
by law in 1915 vhen the state adopted the Oregon Standard Fire Insurance
Policy. This policy was revised in 1943 to conform with the New York
Standard Fire Insurance Policy vhich was widely recopnized as containing

!1nsurance Laws of Oregen, 1951. pp. 9-10.
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the elements of an acceptable policy, This latter policy, with certain
minor changes, is now rvequired by law in 46 states, two territories, and
the District of Columbia,l

1t is of intevest to note that wheress Oregon law includes pro-
visions m‘ﬂl all types of insurance-~life, automobile, health, and
aceident, etc.--the fire insurance policy is the only one written inte
law in its entirety. A copy of The Standard Form Fire Insurance Policy
u&hﬁnumﬁdmtmmzumuuumm and :
31 of this study. :

It might be observed that the face of the insurance policy
Mﬁ‘.ﬁhmﬁq!m, the rate, the premium, mmd
m,mwnm.mmzmmuu.wmum
insurance company, and the name of the losured. It is importent that
the exact owmership and location of the property be stated in the policy
mumwumumuummmz.

The Insuring Clayse The Oregon Policy imsures against "all
dlmtlmbyftu.um.wbymttupmm
by the perils insured against.'’

mmbw.umemm,mmn"mm;mw
!m’mmumlmudmbymuutm.

llnm. H, and Joyner, Schuyler C. Iasw cractices iy _,? (3¢
mm:mm«mmy. Pe 38

ZMartin, Howard L. Op, cit. p. 30

%m:muym«mu;unammm-uMn :
unknown origin with damaging results. ,




GENERAL INSURANCE IN OREGON 30

STANDARD FIRE INSURANCE POLICY No.

A CAPITAL
STOCK COMPANY

INSURANCE COMPANY

TSUFES AGains

"?‘35’."3 Name ot Eachy. vird v At Plcive e NO INSURANCE ATTACHES UN.

FRE & LIGHTRING | g s $ DER ANY ITEM MARKED { UNLESS

'H;_XTENDED COVERAGE ENDORSEMENT | g $ RATE AND PREMIUM IS SPECI-

1 s s FIED AND ENDORSEMENT IS

i $ $ ATTACHED TO THIS POLICY.
TOTAL|S

In Consideration of the Provisions and Stipulations Herein or Added Hereto and of the Above Specified Dollars Premium this Company,

for the term of from the daviof.. e e e R L e -
at noon,

to the TN R N 1 o e RIS e AT 3

Standard Time, at location of property involved, to an amount not exceeding the above specified dollars,

o BN N SR eahe-s e S I L\l < e LA TR SN BOTNOL h MER e PRI 0 (0L Ch s el I T ot e L

and legal representatives, to the extent of the actual cash value of the property at the time of loss, but not exceeding the amount which it would
cost to repair or replace the property with material of like kind and quality within a reasonable time after such loss, without allowance for any
increased cost of repair or reconstruction by, reason of any ordinance or law regulating construction or repair, and without compensation for loss
resulting from interruption of business or manufacture, nor in any event for more than the interest of the insured, against all DIRECT LOSS

BY FIRE, LIGHTNING AND BY REMOVAL FROM PREMISES ENDANGERED BY THE PERILS INSURED
AGAINST IN THIS POLICY, EXCEPT AS HEREINAFTER PROVIDED, to the property described hereinafter while located
or contained as described in this policy, or pro rata for five days at each proper place to whlch any of the property shall necessarily be removed
for preservation from the perils insured against in this policy, but not elsewhere.

Assignment of this policy shall not be valid except with the written consent of this Company.

This policy is made and accepted subject to the foregoing provisions and stipulations and those hereinafter stated, which are hereby made a
part of this policy, together with such other provisions, stipulations and agreements as may be added hereto, as provided in this policy.

IN WITNESS WHEREOF, this Company has executed and attested these presents; but this policy shall not be valid unless counter-
signed by the duly authorized Agent of this Company.

3 B Pt

Counlersignéd at................... . B H ; /
Bivegener SO LW ol B D 0 i n.0 g b L5 o [ u‘ J-l ..Agent
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This entire policy shall -be void if, whether
before or after a loss, the insurcd has wil-
fully concealed or misrepresented any ma-
terial fact or circumstance concerning this insurance or the
subject thereof, or the interest of the insured therein, or in case
of any fraud or false swearing by the insured relating thereto.

Concealment,
fraud. "

R R = R

Uninsurable This policy shall not cover accounts, bills,
and currency, deeds, evidences of debt, money or
excepted property. securities; nor, unless specifically named
10 hereon in writing, bullion or manuscripts.

11 Perils not This Company shall not be liable for loss by
12 included. fire or other perils insured against in this
13 policy caused, directly or indirectly, by: (a)
14 enemy attack by armed forces, including action taken by mili-
15 tary, naval or air forces in resisting an actual or an immediately
16 impending enemy attack; (b) invasion; (c) insurrection; (d)
17 rebellion; (e) revolution; (f) civil war; (g) usurped power; (h)
18 order of any civil authority except acts of destruction at the time
19 of and for the purpose of preventing the spread of fire, provided
20 that such fire did not originate from any of the perils excluded
21 by this policy; (i) neglect of the insured to use all reasonable
22 means to save and preserve the property at and after a loss, or
23 when the property is endangered by fire in neighboring prem-
24 ises; (j) nor shall this Company be liable for loss by theft.

25 Other Insurance. Other insurance may be prohibited or the
26 amount of insurance may limited by en-
27 dorsement attached hereto.

28 Conditions suspending or restricting insurance. Unless other-
29 wise provided in writing added hereto this Company shall not
30 be liable for loss occurring

31 (a) while the hazard is increased by gny means within the con-
32 trol or knowledge of the insured; or

33 (b) while a described building, whether intended for occupancy
34 by owner or tenant, is vacant or unoccupied beyond a period of
35 sixty consecutive days; or

36 (c) as a result of explosion or riot, unless a fire ensue, and in
37 that event for loss by fire only. Y

38 Other perils Any other peril to be insured against or sub-
39 or subjects. ject of insurance to be covered in this policy
40 shall be by endorsement in writing hereon or
41 added hereto. ey X

42 Added provisions. The extent of the application of insurance
43 under this policy and of the contribution to
44 be made by this Company in case of loss, and any other pro-
45 vision or agreement not inconsistent with the provisions of this
46 policy, may be provided for in writing added hereto, but no pro-
47 vision may be waived except such as by the terms of this policy
48 is subject to change.
49 Waiver No permission affecting this insurance shall
50 provisions. exist, or waiver of any provision be valid
51 unless granted herein or ex| in writing
52 added hereto. No provision, stipulation or forfeiture shall be
53 held to be waived by any requirement or proceeding on the part
54 of this company relating to appraisal or to any examination
55 provided for herein.

56 Cancellation This policy shall be canceled at any time
57 of policy. at the request of the insured, in which case
58 this Company shall, upon demand and sur-
59 render of this policy, refund the excess of paid premium above
60 the customary short rates for the expired time. This pol-
61 icy may be canceled at any time by this Campany by givin
62 to the insured a five days’ written notice of cancellation wit
63 or without tender of the excess of paid premium above the pro
64 rata premium for the expired time, which excess, if not ten-
65 dered, shall be refunded on demand. Notice of cancellation shall
66 state that said excess premium (if not tendered) will be re-
67 funded on demand.
68 Mortgagee

69 interests and

;(l) obligations.

If loss hereunder is made payable, in whole
or in part, to a designated mortgagee not
named herein as the insured, such interest in
this policy may_be canceled by giving to such
72 mortgagee a ten days' written notice of can-
73 cellation.

74 1f the insured fails to render proof of loss such mortgagee, upon
75 notice, shall render proof of.loss in the form herein specified
76 within sixty (60) days thereafter and shall be subject to the pro-
77 visions hereof relating to appraisal and time of payment and of
78 bringing suit. If this Company shall claim that no liability ex-
79 isted as to the mortgagor or owner, it shall, to the extent of
80 payment of loss to the mortgagee, be subrogated to all mort
81 gagee's rights of recovery, but without impairing mortgagee’s
82 riag‘ilt to sue: or it may pay off the mortgage debt and require

83 an assignment thereof and of the mortgage. Other provisions

84 relating to the interests and obligations of such mortgagee may
85 be added hereto by agreement in wrmngf. .

86 Pro rata liability  This Cnmpanr shall not be liable for a greater
87 proportion of any loss:than the amount
88 hereby insured shall bear to the whole insurance covering the
89 property against the peril involved, whether collectible or not.
90 Requirements in 'Fl:e insured shall give immediate written
91 case loss occurs. notice to this Company of any loss, protect
92 the property from further damage, forthwith
93 separate the damaged and undamaged personal property, put
94 it in the best possible order, furnish a complete inventory of
95 the destroyed, damaged and undamaged property, showing in
96 detail quantities, costs, actual cash value and amount of loss
97 claimed; and within sixty days after the loss, unless such time
98 isextendedinwriting by thisCompany,theinsuredshalirender
99 to this Company a proof of loss, signed and sworn to by the
100 insured, stating the knowledge and belief of the insured as to
101 the following: the time and origin of the loss, the interest of the
102 insured and of all others in the proper!r. the actual cash value of
103 each item thereof and the amount of loss thereto, all encum-
104 brances thereon, all other contracts of insurance, whether valid
105 or not, covering any of said property, any changes in the title,
106 use, occupation, location, possession or exposures of said prop-
107 erty since the issuing of this lic_{.edby whom and for what
108 purpose any building herein descri and the several parts
109 thereof were occupied at the time of loss and whether or not it
110 then stood on leased ground, and shall furnish a copy of all the
111 descriptions and schedules in all %ohcteo and, if required, verified
112 plans and specifications of any building, fixtures or machinery
113 destroyed or damaged. The insured, as often as may be reason-
114 ably required, shall exhibit to any person designated by this
115 Company all that remains of any property herein described, and
116 submit to examinations under oath by any person named by this
117 Company, and subscribe the same; and, as often as may be
118 reasonably required, shall produce for examination all books of
119 account, bills, invoices and other vouchers, or certified copies
120 thereof if originals be lost, at such reasonable time and place as
121 may be designated by this Company or its representative, and

122 shall permit extracts and copies thereof to be made.
123 Appraisal. In case the insured and this Company shall
124 fail to agree as to the actual cash value or

125 the amount of loss, then, on the written demand of either, each
126 shall select a competent and disinterested appraiser and notif
127 the other of the appraiser selected within twenty days of su
128 demand. The appraisers shall first select a competent and dis-
129 interested umpire; and failing for fifteen days td agree upon
130 such umpire, then, on-request of the insured or this Company,
131 such umpire shall be selected by a judge of a court of record in
132 the state in which the property covered is located. The ap-
133 praisers shall then appraise the loss, stating separately actual
134 cash value and loss to each item; and, failing to agree, shall
135 submit their differences, only, to the umpire. An award in writ-
136 ing, so itemized, of any two when filed with this Company shall
137 determine the amount of actual cash value and lgss. Each
138 appraiser shall be paid by the party selecting him and the ex-
139 penses of appraisal and umpire shall be paid by the parties
140 equally.

141 Company’s It shall be optional with this Company to
142 options. take all, or any part, of the property at the
143 4 agreed or appraised value, and also to re-
144 pair, rebuild or replace the property destroyed or damaged with
145 other of like kind and quality within a reasonable time, on giv-
146 ing notice of its intention so to do within thirty days after the
147 receipt of the proof of loss herein required.

148 Abandonment. There can be no abandonment to this Com-
149 ﬁny of any property.

150 When loss e amount of loss for which this Company
151 payable. may be liable shall be payable sixty days
152 . : after proof of loss, az herein provided, is
153 received by this Com&any and ascertainment of the loss is made
154 either by agreement between the insured and this Company ex-
155 pressed in writing or by the filing with this Company of an
156 award as herein provided.

157 Suit. No suit or action on chis policy for the recov-
158 . ery of any claim shall be sustainable in any
159 court of law or equity unless all the requirements of this policy
160 shall have been complied with, and unless commenced within
161 twelve months next after inception of the loss.

162 Subrogation. This Company may require from the insured

163 an assignment of all right of recovery against
164 any party for loss to the extent that payment therefor is made
165 by this Company
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Oncpartyuthpmmnthm

insurance carrier, a stock or mutual company, or other form of organiszae
tion., The second party is the insured, who is to be indemnified in case
of loss. The name of the insured is an important part of the policy.
~When the intevest of the insured is other than the sole or unconditional
ownership, the exact nature of the interest should be indicated. Follow-
mmmu&mdummm."zmmumukm
is intended to cover the administrators or executors of an insuved who
dies during the policy temm, o
The Premium and Consideration  One of the essentisl elements of
a valid contract is a “consideration,” The promises of thé insurance
mmmummmmum:ozmwwm«
insured and when the policy fora is prescribed by the law of the state,
mwmmmwxyummmumunwm
stipulations of the policy. ' o ‘
In Oregon it is illegal for an agent or broker to return part of
the premimm to the insured by sharing the commission with him, |

property at the designated location only, unless it is covered by a fomm
or blanket poliey, which will be considered later i this chapter. m -
mmammmzmmmozmumuummw '
liability under the poliey: (1) The face value of the policye-s limit

of maximm 1iability, (2) The sctusl cash value of the intevest of the

insured at the time of the loss, (3) The cost of repairs or replacement
‘with material of like kind and quality, L
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 Concealment snd Fraud (Lines 1 through 6)  This clause is the
caly protection against fravd oo the part of the policyholder that the
insurance company has in the entire contract, The Federal courts have
m‘m@umﬁumh-cumttwn fraud, it must be
willful and intentional.l An innocent mistake, or a false statement
induced by negligence or reliance on misinformation, will not amount to
 fraud or false swearing,? although it has been held that statements made
recklessly without sny reasonable belief in their truthfulness will
amount to fraud, :

Before concealment and fraud can be charged, damage to the insurer
must result. The insured is subject to loss if the premium is not come
mensurate with the hazards represented, or if the insurer, had he known
the nature of the hazard, would not have accepted the risk.3
Jain : ; gcepte: ; (Lines 7 through 10) Certain
things may not be insured because of the difficulty the insurer would have
in determining the loss incurred should the items be lost threugh firve,
‘Such items include, accounts, bills, curremcy, desks, evidences of debt,
m&mm; Bullion or manuscript may be insured provided they
are specifically named in the policy.

iclaflin v, Commercial Insurance Company, 110 U, §. 81,
2Little v. Phinex Insurance Company., 123, Mass. 380,

SRiegel and Miller. Op. cit. p. 383.



pexils ot lncluded (1ines 11 throogh §4) Under the standard
mmmmm«myummmmzmbyzmwemw
giviln Smiied Adetant; vhisi sushi Toss sesuits, diserly vr tedtiessly’
fron: (a) enemy attack by armed forces, including action taken by
ailitsry, nevel, or air fomees fn Teststing en sctual or an {smedistely
ispending enemy attack; invasion; (c) insurrection; (d) rebellion;

(e) vevolution; (£) civil war; (g) usurped power; (h) order of amy civil
mmw mcuuosmzm:m at the time of, and for the purpose
of preventing the spread of fire, provided that such fire did nmot
originate from any of the perils excluded by this policy. Martin
explains this provisioa in the following weords: '

In cases of general conflagration, civil authorities sre
sometimes obliged to dynamite or otherwise destroy builde
in the path of the flames in order to half the spread
of fire. 1f the fire originates from a peril not emcluded
in the items (2) through (), it is covered in the policy.

R i e R b T
(i) meglect of the insured to use all reascnable means to save and pree
mmmtywmumaw'.wmmmu
endangeved by fire in neighboring premises; (j) theft,

QOther Insursnce (Lines 25 through 27) mammm_
mmmw;muzzemmmmmmumm.
mmm,m,mmmamm’mn
MﬂMmethMw&dlm&W&
endorsement attached to the poliey.

-

IMartin, Howard L. Qp, eit, p. 30,



an mmmmuemm.mmmm
mmmmumumwmwmxmmmmam:_
(a) While the hazard is increased by any means within the coatvel or
knowiedgs of the fnsuved; or (b) while & described building, vhether
intended for occupancy by owner or tenant is vacant or unoccupied bee
m.muonmymuwm;a(c)u;m:«m
«riot.ulm!tum.adhthumt«lmiymcw

Shate heo clavess mivily Saptel Sassenses thoy 46 s Vld .
e polieys As soon as these conditions no longer exist, the poliey
again becomes effective, If the 1ikelihood of ‘any of these conditions
ummm,mm-nyhmammumw
tection under these conditions, However, if these conditions exist, they
'mummmmmmmmmnw |
mw;mmwummwmxmmm_

Add Provisions (Lines 42 through 48)  This clause provides
mmmmmmwumwmzuumm
or State law may be added in writing.

Haiver Provieiops (Lines 49 through 35) It is generally the
practice of the insurance companies to help the insured im filing the
vequired papers in collecting any losses. Any permission gives to the
insured in velation to risk assumed by the company or any relinquishe
ment of a right of the company must be in writing and must be made o
part of the policy in order to be effective according to the tewms of
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the waiver provisions. However, in practice the courts have held that
i£ an agent has knovledge of the existence of a condition which would
void the policy and proceeds to issve the policy, the knowledge of the
agent constitutes a waiver of the provision, without the necessity of
mmﬂmmmmuy.l |

lMﬂthmmtmtmw'lmm
frequently broader than ave supposed, and that there has therefore been
‘Wum.amwm.mmm '
designed (1) to allow waiver by ageats of ocaly certain parts of the
contract and (2) to allow such weivers only in writing.

:angellation of the Policy (Lines 56 through 67) The five
insursnce policy may be caucelled at the "short ratio” at any time by
mmummmmm.umw*wm
company the balance of the premium for the unexpived tem. This rate
 4s higher thas the pro rata premium would be for the same period. The
Mm&mumwm“memmmh>
writing the policy and to discourage cancellations.

mmmﬂumawummwmmm*'
by giving the insured o fivedsy written notice of cascellation. In

W' Ralph H. and Martin, Howayd L. F ke Insurance. ‘ 8an mt

%giegel and Miller. QOp. eit, p. 370.
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this cage the return premium is computed pro-rats, the company receiving
nothing for the work involved,

Martin observes in the statement which follows, that under the
foregoing provision, as it applies in Oregon, the insured may have, _
‘after cancellation of the policy by the company, and the required refund
of the pro rata share of the premium,protection for the remainder of the
ﬂwm.

The Oregon Ingurance Code contains a conflicting stetement

with regard to cancellation by the company. It requives,

further, that cancellation smst be accompanied by payment

ia cash or registeved mailing of money ovder or bank draft,

mmmmummmmu

been paid. It ig probable that this section could be cone
mmmummwmmmm

receiving the pro-rats unesrned portion of a paid premium.l

SR At i fadened 4n¥ Y04 Seaviiaite S ki il
to give reagong for cancellation, mwmmmm
by the insurance company ave: maw.mwam 4

4

mamw Under
mmmumwzmwm.mmmm'
mummx.mz,mmmmu_e&m
movtgagor. 1f the oumer fails to wender proof of loss, the mortgagee
is obligated to do so within 60 days. Should the company pay the
mortgagee and not the owner, it may have subrogation of the mortgagee's

bavein, Moweed L. Op, cit. p. 31.



rights or may pay the morigage debt end require assigmment of the
mortgage. 1In this manner the fnsuver might acquire actual ownership of
the property. In case of cancellation, the mortgagee receives ten days’
written notice of cancellation vather than the customary five days.
ProsBats Lisbility (Lines 86 through 89) This section is to
ance policy protects the same property. xnmhum.ouhmﬁ
pays a fair proportion of the loss as its policy bears to the entire
insurance carried, This is true whether or not the other carrier or
carriers are solveat, or vhether or not the insured can collect under
 the other policy or policies carried on the risk. |
m.m uwmow.m.m

7; 63, . and m.m m:‘da: m

be responsible for $37,500,
3.5& M”.m m'dy. However, umm
could not collect on one or more of the p
muwmmmm.
Mhuwym districts will give
and consideration to &mdmm
mmm

Requivements in Cage Loss Occurs (Lines 90 through 122). The |
exact duties of the lnsured in case of loss are set forth in the policy.
mmmmxmmqummm

‘%E

icodell, Masshall Flton. An Insurance Program Sor Ovegen Schools.
Unpublighed Ed. D. Dissertation. Oregoa State Collaege, 1954, p. 44,

m.:&’&:%%ﬂm' 31.- ﬁ;ﬂh ps 456,



m,wmmmm Nevertheless, uumw

MWM1MM.W mmwmm

these requivements, The policy requires the insured (1) to give the
mmumzmmﬁlmhmuwag L
property frem further damage, (2) to separate damaged and undamaged

~ personal property, (3) wmmmmﬁ&;,mm
Lines 94 through 97 ave very fuportant in the case of the school

© disteier, They state that the insured mst furnish a camplete foven-
tory of the destroyed, damaged and undamaged property, shoviag in
detail quantities, cost, sctual cash value and amount of loss claimed.”
mm-&uwmmmmmM¢m«uu‘

sustained, Mm.itumyWMnm-umd : g

: Mmmmummmwmmam :
Lines 97 to 113 Mst th infomation requived ia the formal proof
of lose statement. mmm, aummvmma-nm

i ments a8 soon as possible. m,ummnnamuum

mmmmmumaxmmmmm
Sec, 101-+1802 of the Oregon Insurance Code requires that the proof of
loss statement be gubmitted within 90 deys after the five. -
able, there is little likelihood that all of the technicalities of
these provisicns will be observed, but they may be required if the



{nsurence company has doubts about either the ovigin of the fire or the
accuracy of the property described fn the loss veport, |
Appraisal (Lines 123 through 140), This clause provides that in
mmmwummuuuwuumum
Nmummdmo.m.ummundmddm.
mmmzuumuwmm Mmtnuu
appraiser, and these select a disinterested wmpive. 1f they fail to
agree on an umpire, an umpire is selected by a judge of a court of
record in the state in which the property is located. An agreement of
any two of the three, when filed with the insurance company, detemmines
the amount of actual cash value of said less.
clause gives the iasurance company the option to rebuild or replace the
property destroyed or damaged with other of Iike kind and quality
within a veasencble time,
¥hen Loss ip Payable (Lines 150 thrvough 156) A loss must be
paid within 60 days following an adjustment, agreemeat, or appraisal,
Suit (Lines 157 through 161) mmmmcm#
mwammmcummamuwumn
mmmummumunuuma_uummmm_
Subrogation (Lines 162 through 165) This clause provides that
uw.mwmmmmmpmm:am
rights of recovery agaisst & third party up to the mount patd the
tnsured on a loss. This right is used enly n case a negligent third
party was fnvolved fn the loss.
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FIRE INSURANCE 42

STANDARD FORMS BUREAU FORM 202 (JAN. 1950)

EXTENDED COVERAGE ENDORSEMENT

(PERILS OF WINDSTORM, HAIL, EXPLOSION, RIOT, RIOT ATTENDING A STRIKE, CIVIL COMMOTION, AIRCRAFT.
VEHICLES, SMOKE, EXCEPT AS HEREINAFTER PROVIDED)

Attached to and forming part of Policy No...... of the NAME OF INSURANCE COMPANY
T [T R Ny 6 W T
T L S R S S R e R — Dated
Rate for Extended Coverage.................coooourmrmmrnreerevernneenne Effective Date of this End t
1 In consideration of § premium, and subject to provisions and stipulations (hereinafter referred to as “provisions™)

2 herein and in the policy to which this endorsement is attached, including riders and endorsements thereon, the coverage of this policy is extended to
3 include direct loss by WINDSTORM. HAIL, EXPLOSION. RIOT, RIOT ATTENDING A STRIKE, CIVIL' COMMOTION, AIRCRAFT, VEHICLES
5 THIS ENDORSEMENT DOES NOT INCREASE THE AMOUNT OR AMOUNTS OF INSURANCE PROVIDED IN THE POLICY TO
6 WHICH IT IS ATTACHED.

7 If this policy covers on two or more items, the provisions of this endorsement shall apply to each item separately.

8 SUBSTITUTION OF TERMS: In the application of the provisions of this policy, including riders and endorsements (but not this endorse-
9 ment), to the perils covered by this Extended Coverage Endorsement, wherever the word “fire” appears there shall be substituted therefor the peril
10 involved or the loss caused thereby, as the case requires.

11 APPORTIONMENT CLAUSE: THIS COMPANY SHALL NOT BE LIABLE FOR A GREATER PROPORTION OF ANY LOSS FROM
12 ANY PERIL OR PERILS INCLUDED IN THIS ENDORSEMENT THAN (1) THE AMOUNT OF INSURANCE UNDER THIS POLICY
13 BEARS TO THE WHOLE AMOUNT OF FIRE INSURANCE COVERING THE PROPERTY, WHETHER COLLECTIBLE OR NOT, AND
14 WHETHER OR NOT SUCH OTHER FIRE INSURANCE COVERS AGAINST THE ADDITIONAL PERIL OR PERILS INSURED HERE.
15 UNDER; (2) NOR FOR A GREATER PROPORTION THAN THE AMOUNT OF INSURANCE UNDER THIS POLICY BEARS TO THE
16 AMOUNT OF ALL INSURANCE, WHETHER COLLECTIBLE OR NOT, COVERING IN ANY MANNER SUCH LOSS; FURTHERMORE, IF
17 THERE BE INSURANCE OTHER THAN FIRE INSURANCE COVERING ANY ONE OR MORE OF THE PERILS CAUSING LOSS HERE-
18 UNDER, COVERING SPECIFICALLY ANY INDIVIDUAL UNIT OF PROPERTY INVOLVED IN THE LOSS, ONLY SUCH PROPORTION
19 OF THE INSURANCE UNDER THIS POLICY SHALL APPLY TO SUCH UNIT SPECIFICALLY COVERED, AS THE VALUE OF SUCH
20 UNIT SHALL BEAR TO THE TOTAL VALUE OF ALL THE PROPERTY COVERED UNDER THIS POLICY, WHETHER SUCH OTHER
21 INSURANCE CONTAINS A SIMILAR CLAUSE OR NOT.

22 WAR RISK EXCLUSION CLAUSE: THIS COMPANY SHALL NOT BE LIABLE FOR LOSS CAUSED DIRECTLY OR INDIRECTLY
23 BY (a) HOSTILE OR WARLIKE ACTION IN TIME OF PEACE OR WAR, INCLUDING ACTION IN HINDERING, COMBATING OR
24 DEFENDING AGAINST AN ACTUAL, IMPENDING OR EXPECTED ATTACK, (1) BY ANY GOVERNMENT OR SOVEREIGN POWER (DE
25 JURE OR DE FACTO), OR BY ANY AUTHORITY MAINTAINING OR USING MILITARY, NAVAL OR AIR FORCES; OR (2) BY MILI-
26 TARY, NAVAL OR AIR FORCES; OR (3) BY AN AGENT OF ANY SUCH GOVERNMENT, POWER, AUTHORITY OR FORCES, IT BEING
27 UNDERSTOOD THAT ANY DISCHARGE, EXPLOSION OR USE OF ANY WEAPON OF WAR EMPLOYING ATOMIC FISSION OR RADIO-
28 ACTIVE FORCE SHALL BE CONCLUSIVELY PRESUMED TO BE SUCH A HOSTILE OR WARLIKE ACTION BY SUCH A GOVERNMENT
29 POWER, AUTHORITY OR FORCES; (b) INSURRECTION, REBELLION, REVOLUTION, CIVIL WAR, USURPED POWER, OR ACTION
30 TAKEN BY COVERNMENTAL AUTHORITY IN HINDERING, COMBATING OR DEFENDING AGAINST SUCH AN OCCURRENCE.

31 WAIVER OF POLICY PROVISIONS: A claim for loss from perils included in this endorsement shall not be barred because of change of
32 occupancy, nor because of vacancy or unoccupancy.

33 PROVISIONS APPLICABLE ONLY TO WINDSTORM AND HAIL: THIS COMPANY SHALL NOT BE LIABLE FOR LOSS
34 CAUSED DIRECTLY OR INDIRECTLY BY ta) FROST OR COLD WEATHER OR (b) SNOWSTORM, TIDAL WAVE, HIGH WATER,
35 OVERFLOW OR ICE (OTHER THAN HAIL), WHETHER DRIVEN BY WIND OR NOT.

36 THIS COMPANY SHALL NOT BE LIABLE FOR LOSS TO THE INTERIOR OF THE BUILDING OR THE PROPERTY COVERED
37 THEREIN CAUSED, (a) BY RAIN, SNOW, SAND OR DUST, WHETHER DRIVEN BY WIND OR NOT, UNLESS THE BUILDING COVERED
38 OR CONTAINING THE PROPERTY COVERED SHALL FIRST SUSTAIN AN ACTUAL DAMAGE TO ROOF OR WALLS BY THE DIRECT
39 FORCE OF WIND OR HAIL AND THEN SHALL BE LIABLE FOR LOSS TO THE INTERIOR OF THE BUILDING OR THE PROPERTY
40 COVERED THEREIN AS MAY BE CAUSED BY RAIN, SNOW, SAND OR DUST ENTERING THE BUILDING THROUGH OPENINGS IN
41 THE ROOF OR WALLS MADE BY DIRECT ACTION OF WIND OR HAIL OR (b) BY WATER FROM SPRINKLER EQUIPMENT OR
42 OTHER PIPING, UNLESS SUCH EQUIPMENT OR PIPING BE DAMAGED AS A DIRECT RESULT OF WIND OR HAIL.

43 THIS COMPANY SHALL NOT BE LIABLE FOR LOSS TO THE FOLLOWING PROPERTY: (1) HAY, STRAW AND FODDER, ALL
44 ONLY WHILE UNBALED AND LOCATED OUTSIDE OF BUILDING(S); OR (2) GROWING CROPS, WHEREVER LOCATED.

TRADE Saans THE PROVISIONS PRINTED ON THE BACK OF THIS FORM ARE HEREBY REFERRED TO AND MADE A PART HEREOF.
i “zoz : Agent
JAN, 1950 Agent’s Signature

CAUTION: WHEN THIS ENDORSEMENT IS ATTACHED TO ONE FIRE POLICY, THE INSURED SHOULD SECURE LIKE
" COVERAGE ON ALL FIRE POLICIES COVERING TEE SAME PROPERTY,

(Reverse side of this form is shown on next page.)
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GENERAL INSURANCE IN OREGON
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PROVISIONS REFERRED TO IN AND MADE PART OF THIS FORM (No. 202)

45 PROVISIONS APPLICABLE ONLY TO EXPLOSION: LOSS BY EXPLOSION SHALL INCLUDE DIRECT LOSS RESULTING
46 FROM THE EXPLOSION OF ACCUMULATED GASES OR UNCONSUMED FUEL WITHIN THE FIREBOX (OR THE COMBUSTION CHAM.
47 BER) OF ANY FIRED VESSEL OR WITHIN THE FLUES OR PASSAGES WHICH CONDUCT THE GASES OF COMBUSTION THEREFROM,
48 BUT THIS COMPANY SHALL NOT BE LIABLE FOR LOSS BY EXPLOSION, RUPTURE OR BURSTING OF STEAM BOILERS, STEAM
49 PIPES, STEAM TURBINES, STEAM ENGINES OR FLY-WHEELS, OWNED, OPERATED OR CONTROLLED BY THE INSURED OR
50 LOCATED IN THE BUILDING(S) DESCRIBED IN THIS POLICY.

51 ANY OTHER EXPLOSION CLAUSE MADE A PART OF THIS POLICY IS SUPERSEDED BY THIS ENDORSEMENT,

52 PROVISIONS APPLICABLE ONLY TO RIOT, RIOT ATTENDING A STRIKE AND CIVIL COMMOTION: Loss by riot, riot
53 attending a strike or civil commotion shall include direct loss by acts of striking employees of the owner or tenant(s) of the described building(s)
54 while occupied by said striking employees and shall also include direct loss from pillage and looting occurring during and at the immediate place
55 0f a riot, riot attending a strike or civil commotion. THIS COMPANY SHALL NOT BE LIABLE, HOWEVER, FOR LOSS RESULTING FROM
5 DAMAGE TO OR DESTRUCTION OF THE DESCRIBED PROPERTY OWING TO CHANGE IN TEMPERATURE OR INTERRUPTION OF
57 OPERATIONS RESULTING FROM RIOT OR STRIKE OR OCCUPANCY BY STRIKING EMPLOYEES OR CIVIL COMMOTION, WHETHER
58 OR ’[POTO%‘U(I:Z‘;{ li)()ESRS‘.LIgUE TO CHANGE IN TEMPERATURE OR INTERRUPTION OF OPERATIONS, IS COVERED BY THIS POLICY
59 AS TO H s

60 PROVISIONS APPLICABLE ONLY TO LOSS BY AIRCRAFT AND VEHICLES: Loss by aircraft includes direct loss by objects
61 falling therefrom. THE TERM “VEHICLES,” AS USED IN THIS ENDORSEMENT, MEANS VEHICLES RUNNING ON LAND OR TRACKS
62 BUT NOT AIRCRAFT. THIS COMPANY SHALL NOT BE LIABLE, HOWEVER, FOR LOSS (a) BY ANY VEHICLE OWNED OR OPER.
63 ATED BY THE INSURED OR BY ANY TENANT OF THE DESCRIBED PREMISES; (b) BY ANY VEHICLE TO FENCES, DRIVEWAYS,
64 WALKS OR LAWNS; (c¢) TO ANY AIRCRAFT OR VEHICLE INCLUDING CONTENTS THEREOF OTHER THAN STOCKS OF AIRCRAFT
65 OR VEHICLES IN PROCESS OF MANUFACTURE OR FOR SALE.

66 PROVISIONS APPLICABLE ONLY TO SMOKE: THE TERM “SMOKE,” AS USED IN THIS ENDORSEMENT. MEANS ONLY
67 SMOKE DUE TO A SUDDEN, UNUSUAL AND FAULTY OPERATION OF ANY HEATING OR COOKING UNIT, ONLY WHEN SUCH UNIT
68 1S CONNECTED TO A CHIMNEY BY A PIPE OR VENT, AND WHILE IN OR ON THE PREMISES DESCRIBED IN THIS POLICY, EXCLUD.
69 ING, HOWEVER, SMOKE FROM FIREPLACES OR INDUSTRIAL APPARATUS.

70 PROVISIONS APPLICABLE ONLY WHEN THIS ENDORSEMENT IS ATTACHED TO A POLICY COVERING BUSINESS
71 INTERRUPTION (USE AND OCCUPANCY), EXTRA EXPENSE. ADDITIONAL LIVING EXPENSE, RENTS, LEASEHOLD
72 INTEREST, PROFITS AND COMMISSIONS, OR CONSEQUENTIAL LOSS: WHEN THIS ENDORSEMENT IS ATTACHED TO A
73 POLICY COVERING BUSINESS INTERRUPTION (USE AND OCCUPANCY), EXTRA EXPENSE, ADDITIONAL LIVING EXPENSE,
74 RENTS, LEASEHOLD INTEREST, PROFITS AND COMMISSIONS, OR CONSEQUENTIAL LOSS, THE TERM “DIRECT,” AS APPLIED
75 TO LOSS, MEANS LOSS, AS LIMITED AND CONDITIONED IN SUCH POLICY, RESULTING FROM DIRECT LOSS TO DESCRIBED PROP-
76 ERTY FROM PERILS INSURED AGAINST; AND, WHILE THE BUSINESS OF THE OWNER OR TENANT(S) OF THE DESCRIBED
77 BUILDING(S) IS INTERRUPTED BY A STRIKE AT THE DESCRIBED LLOCATION, THIS COMPANY SHALL NOT BE LIABLE FOR ANY
78 LOSS OWING TO INTERFERENCE BY ANY PERSON(S) WITH REBUILDING, REPAIRING OR REPLACING THE PROPERTY DAM.
79 ACED OR DESTROYED OR WITH THE RESUMPTION OR CONTINUATION OF BUSINESS.
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mwmm.mm»mpummm
mm:amnmmmtmdmm
without any deductions whatever for depreciation if the building is
' insured for  sus large emough to include such settlementsd

‘ mm:mummmymmmmm
100 per cent co-insurance endorsement.

ummmmmmmmh}
mmmummmummuu.maum
policy.

mmwmmwwmmmm
by vandals. munmm.mmmmmwma
“vandalien and malicious mischief” which fnclode only willful ov
malicious physical injury or destruction of property covered ia the
policy. MWMMWMMMWH
or fros pliferage, theft, burglery, or larcasy, o foow explosten.
'mmumemwmmtmuww.;
by Linn and Joyner.? |

lLinn and Joyner. m,,y.g,, pe 55.
W. pe 39,
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mwmmwmmmmmazummm
tract shere 4 loss In the event of fire, the shars to be determined by e
the tage of colnsurance carried. Same #«m have believed
' o Mm mx amau mim m :.mm m m m

ce' 18 an Wm cholce of M #m it

‘_-99 pér cent of the loss up to the amount wt ﬂﬂ M&éy (on the m
basis as m;zm autamobile insurance), and that the tamﬁ am e

mmwww«wmxm. mmmmumam N
. poliey 1s mmxy S !.w m m
,ﬁmmwmmmm MWMM%WM
‘W*&wﬁm“wmwkwmmmm“
| & very lLarge percentage of the fire losses that occur m‘wf' i
fractional losees. mmmm“"‘mﬁmmmxm ‘
mwmmmmmwwwmmw’
mﬂwmmmmmmmmmuﬂ

mmwm Thas , mmm;wmm% o Lo

»mmmyg mum,mmmuamﬁmw
rates. mm&nmm#w-mwmxumﬂ.m,f
Mmmmsmamm The insured is respons: ,

ining the imsurable value of emmwmhmmm
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keeping the appropriate mount of insurance in sccordance with the
requived pereentage of the policy. Should the insured fail to maintefn
sneurance up to the required percentage of insureble value and should &
partial loss occur, the fnsured school district suffers a pro rata
penslty in the smount of ingurance recoverable. The following fommula
W.ehqmmam«mﬂmummmotmz

Mmuthlmmdmm,Mum
MWammmmmmun.m,m. mm
ummmmunmmamm |
mm-m ‘The school district purchases insurance totaling

$900,000, Ahnmmmmwsmm.mmmu
mlhlnhllm: ik

£352:20 x $600,000 » §600,000

In 1925, Nelehiod found that meny school districts in Hew York
smmmmmmum»mm
Snsurdie coveiage at a lowse vats, N chasked 48 sdlesl distrists
Mummwwmmcmmmmumm
most administrators of the school insurance program did mot understand




p

i

the provisiems of the policy aud many vers not purchesing the required
amount of five insurance protection to meet the provisions of the /
policy. &wmammmsmmmamm
clause at that time,

»umsmmmmmmmmmum'f
mudmvuuybymummm upm'-omdydw i
city school districts in the United States indicated that oxmm %
were now taking adventage of the savings through coinsurance, Be : ]
found that the cities carrying coingurance vere sbout evealy divided

A mmber of methods of insuring school property as to location
are svailsble. Briefly they ave as follows: 2
uring property on one location This type of insurance
mhmmuwummtmumwm“i
specific ancunt on the contents of an fudividual building or « blanket
policy on an individual building and ite Sontents. ' |

use thts plan vhere o blenket policy on all buildings and their _
contents at all sites or locations at which the school district has any
property to insure covered undex one poliey without describlug the




The blanket policy covering of buildings and their contents at
one or all locations represents the most popular method now in use.
mmmmm:mmmnymmmm‘dﬂi
Public School Business Officials’ Associationm,l 111 veported the use
awmmmmmmmmammuh,
one policy or series of policies, Fifteen districts had separate
,mmmmmmwnmuuuunumum

for each building and contents. ‘ 3

 1f & eity is large and has many school buildings at separate
sites, there is a distinot dissdvantage to the blankt policy covering
In the cage Of & fire where each bullding and contents ave fnsured
wider & gepsrate policy, insureble valuss would thea have to be proven
only for the building and contents on the site. This adjustment would
affect fever policies and fnvolve lese clerieal work,

mmmu«mmmmumzw ‘

1. mmmmmymammmcmn
 locations designated in the blasket form is dnsured,

2. mummwMumw&b

location Wmhmbmcmum
3. mwmuuemnuwmmmm '

m,ummmummmvbupmmm.
W mammmm. m«ummmlmu et
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Some school systems do mot purchase fire insurance protection
from stock or mutual companies, but seek to provide their own either by
building up their own reserve funds or by participating in a state
program of self-insurance which provides for coverage of public school
property.

Self-insurance programs have developed as the result of the
feeling on the part of states and/or school districts that self-insursace
provides adequate protection and that it is much less expensive than
stock or mutual insurance, It is not the intent here to discuss either
the extent or the nature of self-insurance in detail since Chapter V is
devoted to this subject. Suffice it to say here that in five states a
state program of self-insurance provides public school coverage. There
are in addition an indeterminate number of local school district self-
insurance programs, representative ones of which will be discussed in |

Chapter V.

Some very large school systems, possessed of extensive credit,
neither purchase stock or mutual imsurance nor develop their own self-
insurance reserves., They count on assuming any fire losses when they
oceur, meeting the loss through use of their credit. In such a district
it may be possible to make some replacements from the regular school

budget and any massive losses are met through use of ghe district's
bonding power. :



New York City, for example, vhich has for wmany years carried no
fire Lasurance on its public property, has a credit which is o8 grest
ntﬁmdwdtﬁnmmwﬂamm.i it
uwﬁmmm.mmuyawm:m
losses. Replacement without imsurance as characterized by New York City
public sehools 1s in no sense unique, for it has been worked out before
in other jurisdictions. This aspest of protection will alse be ,
discussed at greater length ia Chapter V. '

S g

Summary ,

Local school boards are faced with the responsibility of protects
ing the school district from heavy financial losses by establishing an
edsquats fire tnsvsence progean for protestion of the school district's
property.

This responsibility has been met in different school districts
by: (1) purchasing insurance with stock or mutual companies, (2) self-
insurance by establishing a reserve fund, and (3) carrying no insurance
and meeting £ire losses, when they occur, out of gemeral revenues or
bond issues. The fivst of these was treated in some detail in this
chapter.

lm'noni“w;s.ec &m‘ p. 70,
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mﬂmm;ummxymmmwmuy;
including school insurance, weve discussed., Briefly they ave:

1. The social aspects of insurance involves the transfere

ving of riok from an individual or group of individuale

to a carrier and thus eliminates the risk as far as the
policyholder is concerned.

2. mmm“azmmuummmmu
wm,m\t;::n is dependent upon there
uwm:m:p

3. mmwltayunmtmtummwﬁn
is based upon an egreement, & mutual knowledge of all
material facts. To collect upon this contract, the
insured must have suffeved less.

&4, The contract should be in form regquired by law.

The insurance contract for Oregon was standardized by law im 1915
when the state adopted the Oregon Standard Fire Insurance Policy, which
is the only insurance policy written into the law of this state in ite
‘entivety. The Oregon Policy insures against all direct loss by fire,
lightaing, and by removal from premises endangered by fire. The requirvee
ments of this policy were discussed in Chapter 11 with emphasis placed

Manmmcmmswrmm'
Policy to the special needs of the insured. There ave over two hundred
of these endorsements which have been standardized. However, the ouly
mmmm;cwmw:

1. Extended coverage includes direct loss by windstowm,

hail, explosion, riot, vriot attending a strike, civil
commotion, aircraft, vehicles and smoke,

2. wmmmm.mmmmmw,

enables the insured to colleet the full rep
mgmmmumwwcm.
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Vandalism and malicious mischief, which protects the
insured against willful or malicious physical injury
to property covered inm the poliey.

Coinsurance 18 a contract whereby the insured agrees
to carry a given ratio of insurance to the insurable
in order to obtain lower insurance rates. The higher
the ratio of insurance to the insurable value, the
lowver the premium rate, Should the insured fail to
maintain insurance up to the required percentage of
insurable value and a partial loss occurs, the
insured school district suffers a pro rata pemalty

in the amount of insurance recoverable.

The insurance policy may be writtem to cover preoperty
at one location or insure property at more than one
location, The latter policy is referred to as a
blanket policy and is used by many school districts
to cover buildings and contents at all locatioms.



CHAPTER 111
FIRE INSURANCE PRACTICES AND POLICIES
OF OREGON SCHOOL DISTRICTS
in the preceding chapter, three methods for meeting fire lmu :
in school districts were considered,  One of these, the purchage of  ’
amuummlmyﬁum mdam-dhmuwu.

In the present chapter, attention will be devoted to a mumm il

of the practices and policies of Oregon school districts in the
management of their insurance programs,.} 5 : e

Information concerning school district policies and nmttm' 8
was secured principally by questiounaie, supplencated by personal
visitation to districts and a check of the reported data against other
mu‘nn sources of information,

The questionnaire was sent to the superintendents of Mn !.n 3 A

every fivet and second class aumee uthQamuaad tothalwkot '
every third class district. Questionnaires were mlam and nmd
by 91 per cent (38) of the firet clm districts, 84 per cent (157) ut
‘the second class districts, and 30 per cent (162) of the third class
districts. :

Mi,eh-tdhtttuet mem a!.l except m. both one room rursl school
distriets, protect
mutual company insurance ptmm. 21

¥ property against fire loss through stock or
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The reported polieies and practices of the Oregon school districts

.ﬁp‘kmmutmdtbtalauQmwm:‘

1. Provisions for administrative control of the insurance
program

' 2. Provisions for maintaining an adequate appraisal of school
; property and equipment

3, Provisions for selection of insurance companies and agents

4, Provisions for adapting the insurance program to the needs
of the distrvict (extent and nature of endorsements used)

:  Important to the prudent management of the school district's
affairs is a keen appreciation on the part of the board of education of
the necessity for defining clearly the board's role and that of its
mm This is nowhere more true than in the management of the school
fire insurance program. The board of education, where it has jurisdice
‘tion over a large enocugh school district to permit the hiring of a full~
time excentive officer (superintendent), should place in his hands or in
mm« of the business manager the responeibility for the preparation
of administrative proposals cencerning the insurance program, for sube
mission to the board for comsideration. The executive should then be
held responsible for the administration of the program,
The success of the insurance program will depend in large measurve
upon the skill with which this responsibility is delegated by the board,
~ the astuteness of the board in its consideration of the proposals and

procedures recommended, and its evaluation of the success of these
procedures in operation.



In Oregon, evidence is to the effect that in nm: class
digtricts the boards of education have placed the responsibility for
the imsurence progrem in the hands of the mﬁnmt of schools,
wimmmmeimm. the business manager has been delegated this
responsibility. In the smaller districts, in which there is no admin-

- istrative head of the schools, the vesponsibility for the program is
; handled variously. In some instances, the board as a vwhole appears not
only to establish the policies but alse to administer the program. In
wany instances, the board seeks the active sssistance of & local
laﬁu:m agent or a representative of the agents' association who
serves the board in a semi~administrative capaeity by recommending to
the board the nature of the coverage to be purchased, and then advising
the board as to the details of the letting of the insurance comtracts.
Incﬁatmm. the insurance advisor to the board is given the major
share of the sclhool district's insurance business,

The responsibility for the insurance program, as all other
phases of school management, rests with the board of education. The
major decisions as to the types and amounts of imsurance to be
purchased and the form of coverage are matters concerning which the
board should make final decision. ;

In some of the smaller school districts where the insurance
progrem has been the responsibility solely of the clerk and the boaxd,

it was found that not one member of the board knew the amount of
insurance carried or the different endorsements which had been added to
the policies.
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As wes noted in Chapter II of this study an economical insurance
program contemplates the use of coinsurance. It was mu‘d. too, that
the extent of the recovery on losses under coinsurance policies is
umunymmmmmnmmmw:um.mm
-mmattmmuhdtuuumnthm#
insurable velue agreed to in the policy. It is, t’w‘!m, of great
importance to & good insurance program that the board of education
maintain a current, up~to-date appraissl of the school district's

There ave evidences that some school districts have never estabe
1ished any consistent policies vhich would insure the maintenance of
mw: records. Thirty-five years age Portland was wrestling
with the problem of establishing adequate policies and practices for
mafntaining an adequate evaluation of the worth of public school
property.l The present writer's review of the sanual school reports
for the pericd 1948-53 indicates that Portland's problem of 35 years
ago is still a major one with some school districts inm Oregon, for
&qmmm.mamym,mmmmamxm
- even though it is known that there has been a gizeable increase in the
value of buildings and equipment. ‘

b:h-u R. H. "Fire Insursnce in the Public Schools.” Amsricsn School
W. LVIII. No. 3. Sept. 1918, ’
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, Ordinsrily, vhere five losses ere imvolved, insurance companies
will sccept the word of the school district concerning property values

‘ml!.ouu m.mmmaammum.mm :

mmnmuumnmammmummuu
buildings, materials, and equipment, Mmmlymm
policy. mmdjnmwkthMudthw
M,mmmmm;amammmmcw“m.
time of the fire. It is, therefore, necessary Lo buy insurauce based
‘upon this valuatie and the district must be able to suppost the

. aecuzacy of its veluation ia the eveat of loss.

é&*iwdamvmuamunawmww'
purposes is that of securing en estimate of the "insurable value.” The
wmanmmumzyw&ummw
mmmm Since the tems of the Oregon Standard
’rmwnlwmmmthmm
lisble for an indemity greater than the actual loss of property |
mm,mumammumm,uum
- important that great cave be emercised in arrivimg at insuvable value
fa otder to avold aver-inguring property. ’

- Yactual cost of replacement less deprecistion.



Holmesl showed that it is a very common practice for echool
districts to purchase insurance coverage in greater amounts than could
be collected on in the event of fire. In comparing the value of public
school buildings in Oregon with the insurance carried, it was found by
the writer that this condition also exists in many Oregon echool
districts, eiias

Data from the 396 school districts cooperating in this study
indicate that there is considerable variation in interpretation of
fnsureble valis. Approximately 42 per cent of the seporting disteicts
(182) indicate that insurable value is detemmined by the replacement
value less exclusions? and depreciation; 22 per cent (91) report the
use of original cost less depreciation and 9 per cent (37) report the
use of original cost, (Table I)

The foregoing data suggest two possible sources of ervor in
mm«mmammxmuuu.}mmyum
districts face the difficult technical problem of appraisal of property,
but some districte (those defining insurable value as "original cost"or
"original cost less depreciation”) apparently have uc clear idea of
what constitutes insurable valuve, This misunderstanding may lead
either to undereinsuring or overeinsuring of the district's property.

lpolmes, Varren S, "nmmcmaz mmmmmxumm
Can ?’.!rm erican oS¢ purnal. Vol, 87. mt' 1933.
PP .

2pwclusionse-the cost of foundations and excavations.




TABLE I

BASIS FOR DETERMINING INSURABLE VALUE CF
SCHOOL BUILDINGS IN OREGON SCHOOL DISTRICTS

Number of Original :
Districts Original Cost Less lcphursnt Other No
Districts Reporting Cost Depreciation Value . Means
Per Per n:a Per Pcra Por3
No. Cent?® No. Cent> No. Cent So. Cent’ No. Cent No. Cent
1 > 0L ) A 5 6 7 3 9 T Y i2 13
Pirst
Class 88 91 4 5 18 20 39 44 19 22 8 3
Second ‘
Class 157 84 9 6 49 31 91 58 6 3 2 i
Thirvd
Class 150 35 22 35 30 15 52 3 23 15 25 15
Total 396 > 37 9 91 | 22 182 42 48 34

luplm Value is the actual cash value of a building less exclusions and depreciation.
2per Cent of total school districts.
 3per Cent of districts reporting.

6%
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The estimate of insurable value in any district must rest upon an
adequate property accounting system which will maintain an accurate
record of all property acquisitions by the school district, their loca-
tion, their initial cost in detail, and their probable rates of
depreciation, The Portland Public Schools through a comparative study
of school appraisals have developed a definition of insurable value
illustrated in Table II, It will be observed that Portlend takes imto
“account original cost, exclusions, d-pruhuon and replacement value.

1f depreciation is to be soundly estimated, policies must be
adopted by the schocl board consenant with good practice. A iy o8
proposals for charging off depreciation of school buildings have been
wade, Linn and Joyner! include the Los Angeles policies as to ugl‘ of
building depreciation as illustrative of good practice (page 63), 1t
will be observed that the recommended rate of depreciation ranges from
1§ per cent for buildinge of fireproof construction to 3§ per cent for
buildings of unprotected metal construction. The foregoing rates are
very similar to those suggested by the National Association of Public
School Business Officials.?

xliﬂ. H. H, and Joyner, 8, C. ms‘h p. 70,

Zyational Association of Public School Business Officials. Committee on
Insurance Reseavch, An Investigation of Insurance Practices. Pittsburgh,
Pennaylvania, 1941,



TABLE 1I
PORTLAND PUBLIC SCHOOLS

INSURANCE APPRAILSAL FORM

B DINGS
SCHOOL Total
Value Index Per Cent Insurable
Year Original Less When Preseat Replacement Value After Insurable Value of
gs Bullt Cos! Exclusions Exc] duilt Index Value D%r»u:m Value Buildings
1 3 3 A 5 6 - A -— 1 11
Woodlawn A 1926 § 286,173 $ 62,468 § 223,785 184 327 §397,563 0.6 5 NLIAS § i
p 1911 24,613 4,274 20,339 95 329 70,436 44,1 31,062
Woodmere : ’
s D 1912 39,478 7,223 32,255 97 329 109,402 45.0 49,231
¥ p 1913 32,133 5,273 26,860 100 329 88,369 45,9 40,561
e " s 15,510 136,364
:“‘““m?" p 1928 10,367 4,198 6,169 185 329 10,972 50.6 6,539 6,539
woodstock P 1910 30,647 4,610 26,037 96 329 89,231 43.2 38,548
" D 1917 68,558 13,510 55,048 129 329 140,3% 49,5 #9,494
- D 1925 80,533 14,577 65,956 188 329 115,423 56,7 65,445
Buildings , : 9,325 182,813
Betterment
Total 29,058,069 5,574,904 23,483,165 38,841,951 §31,149,944 §31,149,944

12



TABLE II (CONTINUED)

SCHOOL %&m&h

Value of
——-—M—‘—
Dec. 1951 Insurable Dec. 1951 Insurable
: , Jdaventory  Value (70%)
i - i """mmi FM 4 5 6
Woodlawn
Buildings Betterment $ 1,455 $ 1,019 $ 315,641 $ 42,073 § 29,451
Woodmere
"
"
Buildings Betterment 768 538 136,902 35,115 24,581
Gymnasiuvm - ——— 6,539 580 406
Woodstock
"
"
Buildings Betterment e one 182,813 46,561 28,393

Total $160,407 $112,287 $31,262,231 $6,798,601  $3,359,030

29
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CLASSES OF BUILDIRGS
{By type of Coanstruction)

Fiveproof Construction® :
(a) 4~hr. fire-resistive exterior

nonbearing walls and wall panels

(b) G~hr. fireeresistive bearing
walls and columns
{e) 4+hr, fire-vesistive floors,
. roofs and corridor partitions
(d) Permanent partitions of non-
combustible materials

lllzxmmﬂmm
depreciation of 70%

*Exterior and interior bearing walls shall be of approved masonry or of
reinforced concrete; building frame may be of steel or of reinforced
concrate.

2.

3.

4,

Semifireproof Comstruction

(a) bG~hr. fire-resistive ex~
terior noubearing walls
and wall panels,

(b) 3<hr., fire-resistive col~
umns and bearing walls

 (e) 2-hr. five-vesistive floors
and voofs :

(d) Corridor sund permsaent par~
titions of lehr, fire-
resistive construction or
of noncombustible materials

Heavy Timber Counstruction
(a) Exterior walls of approved
magonry or reinforced con=

] crete
{b) Interior structural elements

of heavy timbers or 1l«hr,
protected steel on reinforced
concrate

(e) Structural elements supporte
ing masonry walls shall have
not less than 3-hr, fire
resistance

Ordinary Construction

{a) Exterior walls of
magsonry or reinforced concrete

{b) Interior beavring wslls, floors,
roofs, and partition may be of
ordinary wood construction,
steel, masonry, or reinforced
concrete, etc,

1 3/4 % per year with maximum
depreciation of 70%

1 3/4 % por year with maximum
depreciation of 70%

1 3/4 7 per year with maximum
depreciation of 70%



3.

6.

(

Noncombustible Construction 2 % per year with maximum

Exterior enclosure walls depreciation of 70%
of noncombustible materials

with miniowm 2«hr, fire~

resistive rating

(b) All interior structural

Frame Construction

menbers: floor, roof,
ml' ete, shall be of
incombustible materials.

(a) All buildings in which depreciation of 70%

exterior walls and ine-
terior construction are
wholly or partly of
wood, This includes
masonry veneer, metal,

.- or stucco on frame,
T ted Metal Construction 3 1/2 % per year with m

tructural supports of um~ dqruuuuolﬂu
mtocuul metal; enclosing
walls and roofing are of
sheet metal or other non-
combustible materials

In adjusting insurable values for variations in material
and labor costs appraisers use building cost index figures

which reflect these differences over periods of years and
wonths, These indices apply only in the specific tervie

tory where the material prices and labor rates upon which
they are calculated prevail,

It is important that the selection of a reiiable index

- ghould be entrusted only to someone familiar with builde

ing costs. A school official interested in obtaining
replacement cost index figures which would apply in his
avea should consult with a reliable agent or
representative for information as to best available
sources, Competent architects usually are acquainted

\dth the hudtug mt Mm applying to their regiom,

1 is one good source of

The preceding method of depreciation has validity, but
there is substantial variation in the depreciation rates
considered appropriate for different classes of school

buildings.

TPublished by MeGraw-Hill Publishing Company, Inc., New York.

2 1/2 % per year with maximum



63

Appraisal of Contents

In the event of fire loss, mmum.mwmmm
contents of buildings must mtwmwwzomm
thc quantity and cost of all articles, as well as the mtty claimed
thereon. This is true irvespective of the type of insurance policy the
_ school is carrying. Many schools msintain an inventory by haviag each
department malie & physicel inventory ence a year and 1ist each item
showing the cost at the t,!an prevailing prices, The ideal system, howe
ever, would be to have a perpetual imventory with perfedic adjustments
for fluctuations of values and for depreciation, Whichever plas is
used, a complete inventory listing all materials and equipment um: h
available if the adminigtvation is to gmomt the uhol district amt
loss by fire.

There seaas to be no general mtmmﬂhﬂm&m
as to the rates for depreciation of equipmént. The unwmu. mdl'.
and Wh policy of the school distriet will hmky control thl. i
rates. Mavshall and Scevens, Valuation Wa. Wt an average W
‘dmhtum rate for plant equipment as a whole of 5.2 per cent with
& salvage value of 13 per cent.l Other suggested rates vary, some

-wnmus«mmm.z Probably the best procedure for

Mirsbal) and Stevens, mum Eagineers, 610 mm,
Los Angeles, Cal California.

_ mau.u.a.maw.s.c. Op. cit. p. 87.
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school officials is to establish a depreciation rate based upon the ave-
rage life of the equipment in use in their own district. These figures
should then be used to check with the most reliable fire adjustment
bureau in the avea in order to make sure adjustments could be made upon
this basis in case of a loss through fire.

A point that should not be overlooked when fire insurance sche-
dules arve arranged is that building rates ave usually lower than rates
for contents, and that many pieces of permanently fixed equipment that
might ordinarily be considered under the hsad of "contents” may be in-

¢luded as part of the building and thus be imsured at lower rates.
" g WD typht of Tined neutgnesz thet mey 0. slensifial suder W
building rates are fixed desks, laboratory tsbles, bookcases, counters,

lockers, manual training machines, plumbing fixtures, lighting fixtures,

and other statiomary equipment.

Who Makes the Appraisals
The value of an appraisal depends solely on the competence of

the agent or agency making the appraisal. It becomes important then
that schoolboards be assured of a high level of competency in the
agent making the appraisal.

A variety of agents have been used by school districts in the
appraisal of property, some of the more commonly used being: appraisal
firms, local real estate men, building contractors and architects,
local insurance sgents or imsurance adjusters, superintendents, business
managers, boards of education., While in specific instances it is



e

muumtmmdthmmmumckm;
appraisal, there seems to be a gemeral agreement that in the main, and
in general, some are likely to be move proficient than others, because
dm.“!wnouhum.l
mmmutanumuytho\sﬁtdummm{*
velable appraisals of butldings and equipment. Thete foes ave somes
mmm«mw«uﬂm«,m mmam'

7 appraisal unmummwmxnmmmmumu‘ ;

mmtvaxm.muuwmwwnmmm
mmamqu.mymmwwmm~
Inowlelge of the prinsipies of property velustion aad dipreciséion, wad
an understanding of Labor and materials costs. Vhoever is assigned the
appraisal responsibility by the board of education, the board must be
thoroughly satisfied a8 to his cmupetency in the fovegoing téchatical
areas. ,
mmmmmxofwmwnauunuuw
mm.nummt:mnwnm’mnmm
Mrm.nw:huzmoﬁmm:y,uluplyammdf
judgment and cennot always be substantlated by facts."? He suggested
either appraisal firms or older and well-established fire insurance

lomith, Harvey. Econemy in Public School Insurance. Thesis Contribue
tions to Education, No., 428, Teachers College, Columbia University,
1930 New York, N. Y. P N,

21bid. pp. 76-77.
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companies as the best sources for the establislment of accurate insure
able values, He moted that it is customsry for the aforementioned ine-
surance companies to provide this service without charge to the disteict.

Melchior's studyl in New York siatc (1925) revealed &&z only a
small minority (3.2 per cent) of the school districts were heving appraie
sals made by appraisal fimms. BMty-aixmmtetmwum ‘
made by the school authorities thenselvés, and in 15 per cent of the
Ganes woported, tha insizancé campeniss wers providisg tha sesvies:

A&ut a quarter of a century after Melchior's study, Upton?
reported that in a sampling of 104 whwl districts from all over the
Mwauuaauzbﬁykm than 20 per cent were using the services of
appraisal fime, with an equal number employing the services of
appraisers supplied by insurance companies. Approximately 16 per cent
were using the services of a committee composed of some combination of
avchitects, engineers, contractors and/or realtors. The greatest proe
portion, approximately 40 per cent of the districts had assigned the
appraidal task to members of the school district staff.

Uptoh noted a tendency on the part of the larger city districts
to make their own appraisals, which seemed logical since “"most such
city school districts carry technical experts capable of such work

Wielehior, Williem T, Insuring Publf
lege. Comtributions to Educatiom, Ne
York: 1925, p. 69,
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on their regular staff,” Of the 20 cities of more than 100,000 popue~
lation, 16 assigned the appraisal respounsibility to members of their
own staffs. These larger cities ere also much move likely to have
complete cost data on their buildings and equipment.

Almost half of the 59 cities between 30,000 and 100,000 popu-
lation in Upton's sample carried on their own appraisal program. The
rvemaining 34 cities were evenly divided in their appraisal asaigne
ments between appraisal firme and insurance company appraisers,

In only three of the 30,000 population was the appraisal made
by the school staff, in 9 by sppraisal firms, 7 by a comittee of
architects, contractors, realtors, and engineers, and in 6 by an
insurance company employee.

In Ovegon, only 34 of 396 veporting districts employ the sere
vices of an insurance appraisal firm (Table III). One hundred and
four reported that insurance appraisers do the school district
appraising. Fortyesix districts report that the superintendent of
schools does the sppraising. The great majority of Oregon school
districts, however, (184 districts) indicate that the appraisal
function is discharged by the local board of education, usually
vithout cutside assistance. :

The employment of an appraisal firm is most common among the
first clase districts of the state., Almost ome-fifth of these dis-
tricts veport such appraisals, compared with only 10 per cent of the
sesond clase districts and .6 per cent of the third class districts.



TABLE 11X

INDIVIDUALS OR GROUPS MAKING INSURANCE APPRAISALS
FOR OREGON SCHOOL DISTRICTS, 1953-54

Persons raisal
Appraisal Firm Insurance Appraiser Superintendent Other Ho Answer
Districts __ No, Per Cent s FPer Cent Mo, PerCemt Mo Per Cent . Per Cent
t 5 3 5 6 8 9 10 Bl
First |
Class 16 18.0 20 22 22 25 22 25 8 9.0
Second
Class 17 10.0 40 25 21 13 78 50 1 6
Third
Class o | —6 44 23 = 2 8 36 1 12.0
Total 34 9 104 26 46 12 184 46 28 7
-t
<
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Erequency of Appraisals

ideally, the appraisal of property would be kept up to date’and
current on the basis of a continuing inventory. Since this is not
- practicable in many school districts, the adjustment of the appraisal
annually is next best,

Oregon school districts show a wide variation in the frequency
with which they revise their appraisale. Seven first class districts
(8 per cent of those responding) report a2 continuing or perpetual
sppraisal, while 43 per cent of the first class districts, 39 per eent
dmmclmldumu.mvwcuzotmMrln!nﬁ '
districts reporting in this survey indicate that they vevise their
appraisals snmually (Table IV). An edditional 19 per cest of the
tmzmmmn.ammdmmexmw.a1
!mmtﬁtbtﬂﬁcm-mmurmemujwmu
appraisals only every two yeavs. umumm-mmm
ments only every three and every five years are lumped together, it
will be cbserved that 21 per cent of the firet class, 20 per ceat of
the second elass, and 20 per cent of the third class districts ave in
this category. _

With yearly increases in facilities in so meny districts and with
the decline in the value of the dollar, and hence, the inerease in
replacement values of existing buildings and equipment, it is difffeult
to see how school districts can maintain any semblance of an accurate
WMQMmmmmtmmMmﬁj_
the Oregon school districts do. ’



TABLE IV

FREQUENCY WITH WHICH OREGON SCHOOL DISTRICTS
REVISE APPRAISAL VALUES FOR FIRE INSURANCE PURPOSES

e 8 i s Other

; Per : Per Per : Per

Pistrict No, Cent No. Cent No. Cent No. Cent ¥o. gent

. g2 W P 89 011
First

Class 38 43 17 19 B L o L 4 4 13 15
Second

Class 61 39 45 18 20 12 e a 5

Class 41 27 M 13 g 1 e 9

44



The problem of selecting insurance companies has presented a
complex problem to many school districts. Reeder briefly describes the
problem as follows:

umm;mmumuammmunm
the typical coomunity has several insurance agencies and
each agency is naturally desirous of securing the school
business. School offieials have two problems in this

connection, The first is to see that insurance is placed
cnly with reliable companies. The second is to appertion
the insurance to the several companies on an equal basis
whammmmtdmmmmt
Linn and Joyner makes the following recommendations:

1f fair play in one business transaction implies the same
treatment in others, then a just and le plan for
ummmmmmmamum
form of good will.,. =

It is, therefore, recommended that sowe equitable distrie
mmuumtuuw school district, Local
Momaumwummmuam

formulation of the procedures., In this mammer, the advane

tages of the allocation method become known the

insurance agents.themselves support the plan,

mwemu.wtmummugymmam
promote good public relations and £ill the needs of one school distriet

may not work in another. lmluwuu’tm-umh_un

lpeeder, Ward G,
m1.° hwamm- mmmmmmu‘

2400, B, B, sad Joyner, S. C. Op, it. p. 70.



squitable distribution of insurance, it is considered w practice to
m:mummmmwmummwum '

hmm:thpmmﬁulthdimm.” A

mmmmmwmmammumam-
m,‘mmmgaonmmchmuxmtnmﬂmkb
lowing steps: (1) gathering of data regarding iocal muwmm.
{2) establishment of eligibility requirvements, (3) wma the
mumumummm

Mhﬁ'mbﬂth“ﬁhmo!mm"u
mmmmamumuwmwuamw
by the achool district. This spplication should include informatien
mmmmammnmm“m. w’s
mlymamum.mmutmm :
mmmw.mmummmh«mmm.
mmmmmwu;mwmum
agency, the number of employees devoting full time to insurance, and
~ the real and personal property taxes paid, Other information may be
added 1f desived by the board of educaticn. |

NOERLAE Mt A

smmmmmmmumm 1

way be assumed, thereforve, mzmmmmmmu
the state meets the minimum qualifications establisbed by the law.
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There is avallable to the local school district, however, additional ine
formation concerning the relative soundness of the various insurance
companies. The siuplest rating system and perhaps the most widely used
in public school systems is the Best Insurance Cuidel (Table V), which
gives the financial and management vating of each company licensed to
sall insurance in the United States.

A financial rating of AA is a popularly sccepted minimm standaxd
used by many schools.® This rating indicates that the insurance company
is vated excelleat on the following factors: (1) good underwriting,

(2) econcmy of management, (3) met rvesources adequate to absorb unusual
shocks, (4) adequate net resources, and (5) sound investments.,

Interviews with school officials in Oregon concerning their
insurance problems and practices indicated that there is comsiderable
misundevstanding as to whether school districts may purchase insuvence
from mutual companies. The impression prevails that premium charges of
mutual companies cannot be definite and fimed, and that the policy
holder may therefore become liable for the payment of additional
asgessments.,

The foregoing assumption, coupled with an Oregon Supreme Court
ruling of November 22, 1909, has led seme to think that school districts

[ 223 «f

: o ‘a :,< b BT
3!.2;::.& He and Joyner, 8. C. Op. cit. p. 70.

New York: Alfred M., Best Co.
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TABLE V
GENERAL POLICY HOLDERS RATINGS OF STOCK munsz
Number of Companies According
Financial Ratings 5

A+ A% A B+ B cC+ € P
AAAAA m,m'm'“ more 27 e 1 . oo .o ee e
AAAAT 20.000.000 to 315.000.000 6 e o0 e .o on ve e
M ”'m.m t° zo.m.m “ en LR LR eo e LR ee
M+— ﬂ.m.m to 15;“‘“ 12 s oo ae 2o ee es a0
AAA IG.Mym to 13,300,000 ’ ee ee we e .o “e e
AA + 7,500,000 to 10,000,000 13 s 1 os o8 o ™ o
AA 5.090.@&0 7.500.000 39 ce 1 se se ' oo s
m* ; 337”.“ to 5.000,0@ “ e 1 oo oo 'E) oo e
m 3.500.” to 3,”0.“ “ g 6 .e ee oo ve o
BBB+ 1,500,000 to 2,500,000 32 oe 5 .o e e v ne
BBB 1,m‘m to 1,’“.“ 23 oe 3 2 se oo oo X
BB + 750.000 to 1,000.000 & oe 3 1 v ve s o0
BB~ 500,000 to 750,000 10 oe 7 .o e e e ed
ceC :s”?.x to m’m 2 3 8 oo o v ew e
cC ; or less . .e .
s ; R L s R e e B

Bee~Very Good Ce=Pair
Note: Ar -~Excellent
: ,_ﬁ.ﬁ A except for size B --Good boa D==Secure Confi~
’ ---mdlm Cre«Pairly Good dential Report

From these a city may set up its own minimum standards. Generally, an A:BBB
("A" represents the general policy holders rating and "BBB" the financial
rating) financial rating is the lowest acceptable minimum used by most cities.
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{a the case of Johnson v, School District No, 1 of Multusmah Countyl that
aMWtMmMWWiumwﬁ&m.%
westers Mstual Fire Insurance Company on the grounds that a mnieipal
corporation cannot use tax money Lo become a member of a jointestock
COmPAnY .

However, the Oregon attorney-generval ruled on June 9, 1942, that
mmmmmwdmmmmemm
mﬁmdmwma«.uﬁﬂm;

Mu“g school distriets, and other mwmu may

mm‘?ﬁi.%&&“mww

complied with, (109 pp. 644+5)

To ascertain the extent to which Oregon school districts ave pure
chagiug five insuvance from mutual companies, the writer tabulated from
MMmm(mSmhmwMatm
writtea by each company referred to in these veports. Approwimately
two-thirds of the school districts listed in their anaual reports the

Lannotation 142 ALR 110 <~ Oregon Revised Statutes.
%q-m.mm. Section 101-1304, 1941 ppe 64beS,

' %mm s mytual insurasce in ‘
e Y

this by the O Ingurance Comuissiomer. (I

‘ 1954, Chapter 744,310, Section
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{nsurance cempenies with which they were doing business. From this
sampling, it would appear that appreximately 35 per cent of the school
fire insurance in Oregon was purchased from sutual companies in 1952-53,
The largest school district in the state veported that it purchased 50
per cent of its fire insurence from mutual companies and many school
districts in Ovegon indieated that they purchase all of their imsurance
from these companies. |
zeummmummmmm“mum
mutual companies are more or less desirable than stock companies, The
purpose 18, rather, to point up the fact that it is lawful to purchase
non~asgessable policies fram mutual cenpanies and that msny of the Oregon
school districts are doing 8o, although same appavently still labor under

the delusion that it is unlawful,

Because there is considerable competition for the local school
dietrict's iasurance business, the bosrd is often faced with difficult
mmmmamchmmmmmm»
auoum. uummumuwmnumcmm
mmmﬁhm&mmwmm. uum
in this case for the board to develop some clear cut statements concerning
‘the minimum requirements to be met by those seeking the board's insurance
business, Such a statement, if developed with the advice and assistance
of the agents' association, if there is one in the community, will do
much to fortify the board against the possibility of its granting
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insurance business on bases other than the best interests of the school
district, Such a statement will do much to promote public understanding
and good will as well. '
Illustrative of some of the minimun requirements which Oregon
boards have established are the following: |
1. Each agency must have been engaged continuously in the fire
insurance business within the school district for at least
three years immediately prior to the application for insurance.
2. A separate office mist be meintained separate from s residence,
with a telephone listed in the name of the agent at the office

address. »
3. The agent must have a yearly volume of fire and general
mdmlm'that . :
4. An eligible agent must pay not less than § 1n local
taxes.

5. m;.nntmzwcamu:hanc‘u;dnclm’
than BBB in Best's Insurance Guide. ‘

6. The agent must be 2 member of the local insurance agency,

7‘. The company must have a local representative.
g 8. The company must have a reputation for prompt payment of taxes,

Current practices of Oregon school districts with respect to the
selection of insurance companies as recorded from data um‘ma'm
the questiomnaire indicate that most school districts of the second and
third clase have no written policies with respect to this matter of
aduumdmmemu.wmdim.mot insurance.



TABLE VI

PRACTICES OF OREGON SCHOOL DISTRICTS REGARDING
“§iRftti POLICIES GOVERNING THEIR INSURANCE PROGRAMS

hb’cofv. Number of Number of

Districts Districts With Districts With
Disgtricts Reporting - Writtem Policy No Writtem Policy
Mo, . Per Cent No. _Per Cent
1 T | K b 1 4
Pirst ,
Class 88 23 26 65 73
Class 157 R 3 151 96
Third

Class 151 3 2 148 98




TABLE VII

PACTORS INFLUENCING OREGON SCHOOL DISTRICTS IN THE
SELECTION OF INSURANCE COMPANIES AND AGENTS

Local - Desire to
Reputation Persona Give Business
Number -Services Of Insurance Acquaintance To Local Company's No
District Reporting Offered Company With Agent Taxpayer Reputation Other Answer
er No. Per Ce Per Per t P
1 3 4 7 8
First
Class 88 A 50 30 34 7 8 28 31 24 27 12 2
Second ;
Class 157 46 29 33 21 20 13 57 36 35 22 5 i
Third
Class 151 55 36 56 37 29 19 52 34 64 43 15 15

18
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Of the 157 second class districts reporting (Table VI), only six (3 per

cent) indicated ehat they had such a written policy and only three third

class districts (2 per cent) veported ome. However, ameng the 88 first
class districts reporting, 23 (26 per cent) reported operating under a
written policy covering these matters,

In considering what factors are most influential with school

boards in the allocation of the school's insurance business; the boaxds

were asked to check those among the following fastors which were signi-
ficant in the choice of insurance companies: services offered by the

m.lmlmumummm.mm;mm

with ela agent, desire to give business to local taxpayer, home W’a

mﬂn. Thelr responses ave indicated in Table VII, It appears that

a larger percentage of the firet class distvicts (50 per cent) mu.g
services offered as being important, than do second and thivd cless

districts (29 per cent and 36 per cent respectively). Personal mlnc- :

mﬁ&u&wecmumxmna!umhmmum

districts (mentioned by 19 per cent of the districts) than in the second -

clags districts (13 per cent) or in the first class districts (only 8 per
cent), The home company's veputation was reported as important by a
larger portion of the third class districts (43 per cent) than second
class distriots (22 per cent or first class districts (27 per ceat).

Approximately ene~third of mmmuuummmm
m.xmw«umcmmumyam:mc.mm_

third class digtricts) mmmmmmaummmuw
mcmmmuummxm,mmm.
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The plan for determining the amount of insurance to be allotted
to each agent must take account of the school district's need for ade-
quate insurance coverage at as econcmical a rate a8 possible, commensue
rate with the kind of service the district desires. Desirably, the
goodwill of the agents and their local association should also be
congidered.

It is well to anticipate that any distribution plan will meet
with some problems, and there should be no hesitancy about changing th
procedures or requirements particularly when the proposed modifications
will improve the acceptability of the plan.

Term of Insurance

Rates are more favorable in insurance contracts as the term of the
contract is lengthened. A threeeyear term rate on a school fire insurance
policy is only two and one-half times the one-year rate. The fivesyear

rate is only four times the annual premium, thus the five-year rate is a ‘

saving of about 4 per cent over the three-year :iu.‘ The savings possible
wm,umzmmammmms;mmm

cost for imsurance under each of the following three contracts. Assuming

an annual premium of $100, 15 one-year mmwti would cost $1500. Five
three~year contracts would cost $1,250<-a saving of 16 2/3 per cenmt, and
3 fiveeyear contracts will cost only $1,200, or & saving of 20 per m_€
in insurance premiums.



TABLE VIIL

SAVINGS REALIZED FROM THREE- AND FIVE-YEAR
INSURANCE CONTRACTS OVER 15-YEAR PERIOD
(BASED ON $100 ONE-YEAR PREMIUM)

MR Total P
Term of Ingurance Premium Cost Per Per Cent
- Contract Cost Year Saving
\ % SR F i | BRI 4%
15 One-Year Contracts $1,500 S $100,00 0
S Three-Year Contracts 1,250 By 16 2/3

3 Pive~Year Contracts 1,200 80,00 20

When these same savings are applied to the very large insurance
programs carried by school districts in the state, it is clear why fives
year policies are recommanded for all school districts with onefifth of
mmwﬁﬂbumgmwmumuumm. In this :
manner, the yearly budgets for fire insurance will be the same.

The majority of Oregon school districts are purchasing their fire
insurance on the more economical five-year plan (Table IX), Of the 396
districts reporting, 54 per cent purchase fire m on & five-year
plan, 20 per mtmammpmwﬁwmtwammﬂm

When {t is considered that schools are in business for an indefinite
1mm«mwmumpmm'ummuumum_
‘adequate school ,;.me, it is surprising to find that 3 per cent of the
firet class districts reporting indicete that they purchase their



TABLE IX: :

TERMS OF lliﬂlllcs POLICIES IN 3!6
ORBEGON SCHOOL DISTRICTS, 1953-34

Number ‘ 11 : : .
District Reporting 1 year 3 year 5 year
Per Per Per
¥o. Cent No. Cent No. Cent
2 3 %
First
Class 88 3 3 14 16 69 78
Second '
Class 157 8 5 12 8 63 &0
Third
Class 151 i3 2 33 33 83 55 7
Total 396 25 6 7% 20 215 54

<8
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iosurance on one-year policies, while 16 per cent indicate that they
mt&mrmwy.

The i4 first-class districts (Table IX) in Oregon which carry
three~year policies have more than $10,000,000 worth of buildings and
equipment with an annual fire insurance premium cost of $50,000. This
mmtwaﬂu-mp«mmnmm;tamdtm
mﬂlyﬂmmwutntmefﬂwwmmuw
of threesyear temm comtvacts. This saving is not impressive compared to
school budgats, But it is doubtful that many school districts in this
state would like to throw away oue per cent of any other part of the
school budget. ‘

Endorsements

stende , As it has become accepted practice to cover
other perile than fire by endorsements attached to the fire insurance
policy, certain popular coverages have been grouped in one form for
attachment to building and content policies. This Extended m
Endorsenent, discussed briefly in Chapter II, is a uniform endorsement
on the Pacific Coast.l T
The foregoing endorsement covers seven hazards: windstorm, hail,
viot and civil commotion, explosion, aircraft and motor vehicle damage,

ILinn, H. H. and Joyner, S. C. Op, cits P. 55.
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It is difficult to set any standard im Oregon as to whether it
is 2 better practice for school districts to carry extended moun
on all of their buildings., There is no information available concern-
ing school losses from the perils covered by the extended coverage
endorsement, However, from the loeses listed in the Fortyesixzth Annual
Report of the Insurance Commissioner, it is shown that dnriul 1953
insurance companies in Oregon collected §1,832,708 in premiums for
extended coverage on all risks (including those other than school);
in the same length of time these same companies paid a total of
$791,330 on the extended coverage risk. This loss amounted to 43 per
cent of the premiums veceived, Upon the basis of the costeloss vatic
for this one year, it would appear to be a good investment to advise
all school districts to take this coverage.

Data from the cooperating school districts indicated that the
majority of Oregon school districts do carry extended coverage. The
responses of the 396 school districts (Table X) denoted that 78 per
cent (69) of the firet class districts, 77 per ceat (121) of the second
class districts, and 50 per cent (76) of the districts of the third
class protect against the perils of windstorm, hail, explosion, riot
attending a strike, civil commotion, aircraft, vehicles, and -0&.

IThe Fortyesixth Annual Report of the Insurance Commissioner. Taylor,
Robert., 1954. For the year 1953, 8alem, Oregon.



OREGON SCHOOL DISTRICTS
CARRYING EXTENDED COVERAGE IN 1952-533

Number Bumber Not
Carrying Carrying
Number Extended Per Extended Per ;
District Reporting Coverage Cent Coverage Cent Answer
1 2 4

Pirst
Class 88 69 78 14 16 3
Second
Class 157 121 77 31 20 5
Third
Class 151 76 50 43 28 32




_Cojagsurance As was indicated in Chapter II of this study,
school distriets will ususlly be able to increase their fire insurence

emragc by including as an endorsement to the cénuut a coiamm
clause without additional premium costs. The coinsurance clause is an
agreement between the insured and the insurance company that the
insured will maintain insurance on the ingured property equal to a
certain percentage of its insurable value, As loang as the insured
carries sufficiont insurance to comply with the coinsurance clause, he
will be entitled to collect the entire amount of any loss up t:é :h ,
face value of the poliey. If the insured fails to carry the agreed

percentage of m'cxabla value, he may collect in the m«»f lose, only '

that portion of the loss which the smount of insursnce carried bears to
the amount of insurance he should hnunmvmmm ,
agreement. The amount collectible under the colnsurance clause is

amwmﬁoumgmunmmwmummn.

AALES xmetmam:«unmnw
tk!muluot
The results of the coinsurance ave illustrated by Robert M.

Moulton in the three examples shown below:

Ia the first example the property owmer has

the amount of insurance agreed upon under a 90 per cent
co-insurance clause and has sustained a partial loss.

In the second, the property owner has purchased only
two-thivds the amount of insursnce agreed upon under the
?mmtwlmmclmoh;hmuuﬁaml
oss.

: mawmu o
Cities. Bulletin Ko




, 1002 700 40% 351 63% 300 61% 0% 61%
Resis= 90 67 35 62 30 60 25 58 0 S8
tive 80 66 30 60 25 S6 220 % 0 %
0 9 3 B W oW B8 0 48

60 53 15 49 10 45 5 40 0 40

Magoury 100 49 35 45 30 4 25 20 o o
90 45 30 40 25 35 20 18 o 0

B W B 5. B ® B0 o 0

70 0 N 0 BN ) o o

60 0 B s o 0 o o

Frame and 100 T G ) ot o 0
Metal 90 B Oo» 1% N
Clad 80 8 U W w3 5 0 .
70 . % 50 8 o o o o

Actual cash value of $10,000 §$10,000 $10,000

property
Amount of insurance required
to be carried by the 90%

co=insurance clause 9,000 9,000 9,000
Insurance actually carried 9,000 6,000 9,000
Loss sustained 3,000 3,000 10,000
Amount collectible from ;

insurance company 3,000 2,000 9,000
Amount paid for by insuved nil 1,000 1,000

Insurance companies developed coinsurance plans to cambat a teas

dency of building owners to insure their buildings for less than
their full insurable value. Reduced rates are offered owners who
insure their property to near its full value. Premium rate
reductions under a coiunsurance clause are available for all
types of construction in Ovegon cities having a fire protection
classification of 9 or 10, The premium rate reductions available
in Oregon under a coinsurance clause for different types of cone
struction and for various classes of fire protection as of
September, 1954, are shown in the table on the following page.

ooadﬁoonooocoa;\“'




Additional reduction for one or two story masonry buildings:

For masonry buildings of one or two stories in height, increase the res
ductions as given for buildings or contents in cities having a fire
protection classification from 1-8 inclusive 5 points of percentage.

To illustrate the premiun reductions availsble by the use of
colnsurance, the following examples are given for a $100,000 onesstory
Sutldfeg Lesabad 1n'a eity WEth & Fire protepties sissuifibacion of Bows.
rﬁmtumthataMWanuwMM'
that, therefore, a $90,000 insurance policy is written. :

Without coinsurance $1.00 $900
With coinsuvance (20% credit) .80 720
Without coinsurance +60 540
With coinsurance (45% & 5% credit) ; 30 270

An enalysis of the data from the 346 Orvegon districts cooperating
in this study (Table XI) reveals that 69 per cemt (61) of the first
class districts, 40 per cent of the sezond class (62), and only 20 per
cent (30) of the third class districts use the coinsurance endorsement.
However, the interviews revealed the fact that many school people
actuslly do mot understand the full significance of the agreement made
in the coinsurance endorsement., A reviéw of the school audits with
reference to fire insurance revealed that meny school districts ave
carrying a coinsurance clause but have their buildings and equipment
insured for much less than the agreement requires, On the other hand,
there are some school districts which ave carrying the 90 per ceat



. TABLE XI

- SCHOOL DISTRICTS
CARRYING COINSURANCE, 1953

District Number Number of u% icts Carrying gow‘ _ No. Districts
Reporting - 10% G - 90% 100% . Not Carrying

Coinsurance
Per Per Per Per Per Per
ho M 3 bo Cmt k. C‘nt uo C&t 'an c‘ﬂt '9. c.at
1 6 R A Y Lk 6 7
Pirst
Class 88 1 1.0 1 i.0 40 45 19 i - | i7 19
Second
Clas v 157 Pl 1 ¥ i +6 2 1.0 49 31 9 5 61 39
Third :
Class 151 : * o7 2 1.0 : i8 11 ) 6 73 48

4



mmmmﬂ"'acmmmunmmdfuhm

of the total declared value of both buildings and equipment, 5
The insuvence policy and all endorsements with their full sigaie

ficance should be explained to the school board by the insurance broker

and the adainistrator of the insurance program. To seeure the broadest

mmmmmltmm,m.nebnoﬁ‘ |

knowledge of insurance practices is essential, Sy

Sumzary

Information coucerning school district policies and pmemn in
the management of the public school five insurance program was presented
_in this chapter, These practices were confined to the following major
areas:

T Provision for administrative control of the insurance
. program

2. Provisions for maintaining an adequate appraisal of
school property and equipment

3. Provision for selection of WMwm and
agents

4., Provision for adapting the insurance program to the
needs of the district

mumdmmcammuefmmw‘tamu
is important to the successful management of the school fire imsurance
program. The board of education should allocate the mm»u_uy-a
m-:mxﬂutwmwnmmm(mmmih
business manager), who would be responsible for the preparation of



o
administrative proposals concerning the insurance program for submission
to the board for consideration. The executive should then be held
rvesponsible for the sdministration of the program.

In Ovegou, it was found that in most first class districts, the
Wﬂiﬁyﬁmmmwu'mm'uﬂdhmm‘ﬂ
the superintendent of schools, In the smaller districts, the adminise
tration of the insurance program is handled in various ways. In some
instances, the bosrd as a whole establishes the policies and administers
the program. In many instances, the board seeks the assistance of a
Mmmwwmmmmmuutwm.
hmm;tﬁanmumm_ﬁhummmn.
shave of the school district's insurance business. The major dectsions
nummﬁm‘“mulhm‘we&tm
of coverage are matters on which the board of education should make the
final decision. In some of the smaller school districts where the
{nsursuce program has besn the responsibility of the clerk and boasd,
ummm:mmmwnmm”mum
buildings were under~insured or over-insured. There are evideamces that
many school districts have never established any consisteat policies
which would maatain a current, up-to-date appraisal and account of the
school district's property.

Data from the 396 school districts cooperating in this study
tndtcated that there {s coustderable variation in interpretatisn.of
insurable value. mmmyummuuvmmmmuu
disclosed that insurable value is detemined by the veplacement value

94
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less exclusions snd deprecistion, 22 per ceat reported the use of
qut less depreciation, and 9 per cent reported the use of
 original cost, The most accurate method of estimiting up-tosdate
appraisals should be that of replacement value less exclusions and
depreciation.

The ucﬁuu of iunsurable value must rest upon an adequate
property accounting system which will maintain an aceurate record of
- all proporty aequisitions by the school district, their locatien,
initial cost and probable rate of depreciation. In the event of fire
M. the insurance «djustment mrm eaumu of buildings rests
| ,;““ w-u-&m inventory, tmm the quantity of all artieles.
‘ mmummumxmummmmytmm
rates m-mm. and many pm of permanently fixed equipment
that m ordinarily be considered under the bead of "contents” mey
hmw“metchmummmuumdaumum.

It was found that Ovegon school districts use a variety of agents

uthwdmotam.mdtbmmiyumm:
appraisal fims, local real estate men, building contractors and arehis
‘tects; local insurance agents or insurance adjusters, superintendeats,
business managers, and boards of education.

| mmmmnunmnywctummmm;
mmuwuuamuunmm:. Their fees are usually
higher than other appraissl agents. Assuming, however, that their
appraisal {s an accurate reflection of school district building and
equipment values, their employment may be & very real economy.



i

In Ovegon, only 34 of 396 reporting districts employ the
_services of an insurance appraisal f£imm, 140 reported that insurance
mﬁmmxmmmmm,ummmzm
superiatendent of schools does the appraising, and 184 distvicts
indicated that mwum is made by the local school board,

- usually with outside mum. ,

'thl frequency with which appraisals ave udc varies mny.
Seven first alm districts report a m:mu; appumn 43 per mz
of the first class distriets, 39 per cent of the second class districts,
‘and 27 per cent of the third class districts veporting indicate that
they revise their sppraisals amnually, An additional 19 per cent of
the first class districts, nmmaumwummm. :
' mimmammmmm«uwmmmﬁ
appraisals only every two years. Still others revise their appratsals
o ot oo

The problem of selecting insurance companies and age |
u-m under the three following steps: (1) pﬂnﬂu‘ﬁm
randiaa local agents and brokers, (2) establishment of eligibility
requirements, (3)mmumdtmmuhamm
‘each ageat.

The data presented show that most school districts of mm
lul third clase have no written policies with respect to eligibility
requivenents for insurence compenies, and only 23 of the fivst clase
| districts reporting veported operating under a written poliey,
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swammdmimxmmmuhdiummc
mmmwtmmu:mmmuumubymm
imn th basis of five~-year policies wm of W
 ,“| e
, ,mm«mmswmmm
»;mmmmermmmamummamm
mm. wmqp.wuehumtwmmmynm
,mammmm,mm.ww»wmz
a’-ummwnmmmm.wmmzoamamum and
'vwmm:ammmwwu. A

mmmmammuﬁamw
WM&W,W&;N&-M‘
ummmuumwumm



CHAPTER IV
FIRE INSURANCE COSTS

The fixing of imsurance rates at a level which serves equally
well the intevests of the insurance company and of those it insures, is
s difflcult task. 1f the rates are too low, so that the indemaities
mmmetpymmumnmdetﬁ
total premiums received by the company, it may become insolvent, On
the other hand, Lf the rates are set too high in comparison with the .
losses suffeved by the insured, the insurved pays too much for his

m'umochpublueftutn;mmuumhm
with differing risks, in such a way that sach class of risk pays its
fair share for the protection it gets against great or little risk, as
the case may be. Putting it another way, uuumuuum‘m‘-‘
of the insurence business that costs be assessed equitably among policy
bolders so that each pays according to the risk and expense his class
of insurance entails.

Since the fixing of imsurance rates is of such vital concern to
mmxcmacmmm in 30 states they have banded
together to fom state "rating bureaus; mammmm_
zzuwnmlmmmuum-uummumbym
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companies. Five sectional rating bureausl control the rate making in
the other 18 states. :

Muammmumanummmu
policy holders as to whether the rates for their insurance are not too
bigh in the light of the risks involved. As was noted in Chapter I of
this study, this has long been a concern of school bourds, both nations
wide and in particular states. Most of the studies of school firve
mmmnmnamuuoammuumvmmm:
by the schoole to the losses for which the districts have been reimbursed
wmmmummammxmma
premium rates. Not infrequently these studies have shown that the coste
loss ratio was quite low, raising the question as to whether the premivms
paid by school bosrds were not too high,

It is to these areas of insurance costs that this chapter turms.
In particular, it viil be devoted to a consideration of: (1) the estabe
iishment of fire ineurance rates in Oregon, (2) insurance companies'
costs of operation, and (3) public school fire insurance cost-loss
ratios.

The two most important factors affecting fire insurance rates in
Oregon, according to the Oregon Imsurance Rating Bureau, ave (1) the
class of property to be insured, and (2) the insurance class of the city's
fire protection facilities. Of these two, the first is the move important.

IThe New England Rating Bureau, the New York Fire Bureau
. , Insurance Rat

the Southeastern mxm"muuon. the San Franeisco I::'iu
Bureau, and the Baltimore Rating Bureau. :
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Buildings differ greatly in the extent of the risk they represent
in temms of possible fire damage. Rating bureaus endeavor to take into
account the characteristics of various type buildings in establishing
classes of risk according to type of building, so that differential
rates may be applied to the various classes in accordance with the risk
each class of building represents, The visk amy given building vepre-
sents is affected by structural features of the building, the height of :
the building, the extent of the private protection provided by fire
extinguishers, automatic sprinklers, and fire alamms, the type of
heating unit the building has, and the extent and the nature of the
building's exposure to firve hazards in adjecent buildings,!

The effects of adjacent buildings on fire risk is referred to by
the Oregon State Fire Marshall as follows:

The firve protection facilities within the building and

in the avea in which it is located, and the condition

of surrounding buildings in the avea are among the

factors which affect the insurance rates for buildings

in any structural classification, These factors do not

stand alone but are intervelated, making it impossible

to detemine insurance rates on any ! ,

without having the evaluation of all of the fac

For example, o fire in a one~story building is morve

easily extinguished than a fire in a building having

two or more stories, but the rate variation for build-

inge of different height is less in cities having lower

fire protection classification because such cities have
greater ability to cope with fire in multiestory buildings.2
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For the purpose of rate making, the Oregon Insurance Rating
Bureau has, on the basis of the foregoing factors, established four
nmajor classes of buildings as follows:

Clags 4: A building with walls, floors and roof of masonry
{including concrete), with all loads supported by an independent steel
or reinforced councrete frame or by masonry walls, and with all interior
structural elements of fiveeresistive or incombugtible materials.

Clasg B: A bullding with all exterior walls constructed of
brick, stone, concrete, or solid cement blocks, with an approved roof.
{An approved roof is a roof having an exposed surface emtirely of matal,
slate, tile, tar and gravel, or composition roofing materials, except
tar paper, and with exterior masonry walls extending above the roof).
A building wich exterior walls sot extending above the roof but in all
other respects conforming to the Class B requirements, may be treated
as such 4f it is detached 50 feet or more from all Class B, C, or D
buildings.

Class C: A building generally conforming to the requiremesnts of
Class B, but which varies therefrom in any one or more of the following
particulars:

1. 1In baving & front or rear wall of non-masonry construction.
2. In baving one or more exterior walls of hollow tile, hollow
cement block or plaster block. (Hollow pumice bleck is
generally considered satisfactory, but has not heen officially

recogniged by the Rating Bureau.
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3. In having exterior walls not rising sbove the roof unless
" the building is detached 50 feet or more from all Class B,
¢, ot D buildings. | i
4, In baving a mansard or unapproved roof, mmm,
roof (other than the roof's awnings, bay windows, cornice,
opea porches, and cutside staivs) is of approved materfal,
the roof shall be classed as unapproved, ~<mm~' }
_mummmmmm.m.
_ paper, or materials other than those approved.)
5. In having a frame struc¢ture on the voof, wsmtm. |
cornices or balustrades, ; ‘
Glasé D: A building with extesior walls of weod, metal on wood
or steel frame, stucco or mascary veneer over wood, or any other type
#mmmtm,uabulmm”ﬂ:wnmm

not up to the vequirements for Class B or € buildings. (muam
not over 4 inches in thicknese shall be congidered in the same manner as
veneer vhether constructed over wood or not,) '

The second major factor affecting fire insurance rates is the
insurance class of the mmicipality's fire protection mmunuu
umsymmmmnmm Mumw
into account the hasards, structural and elimatic conditions, and the
extent and the nature of the mumicipality's fire defenses, for these
will affect the extent of the protection buildings may be given {n the
s , |
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In establishing these ratings the National Board of Fire Undere

serves as a guide. A muniecipality's rating is determined by the exteat
to which it deviates from the standards established in the schedule.
The sum of the maximum points of deficiency totals 5,000 divided in
accordance with the relative value of features shown in Tables XII and
X111, , | :
The grading classification of cities and towns falls into one of
the following clasees when the total points of deficiency have been

computed:
M'..O.Q...Q.Q....Q.'CDQ...0.'0........ o “ m
MOCQ.QQCQQOOOQQQQQQQQQ._QQ.Q..?.O...O.. ’01 “ l.m

THEGGsisncsssscrsstsesiossssssosnasossse 1,001 to 1,500
’molQ000,690000Qchqooqoqooottco'oonooo 1.”1 to l,m
ri“...."....‘..‘Q......Q.......‘..C".— ’ml “ 2"”
Silu.uu...........,,.q.........,..... 2,501 to 3,000
lm...u.........-..............._.... ’.w’. to J.SN
‘mtdopoqooooooﬁqqoo.oooooouoooooo.o.oo 3.’01 to ‘.M
MQtotgoo..oosq.oo.ooo.o»‘ooooo.o.--oo 6,“’- to 4.5@
TeNoseessassssssssssssssescnvsnssnsecses More than &.500

or without a water supply and having

a fire department grading tenth class,

It should be apparent from the foregoing discussion of rvate fiming
that by attention to those factors which affect fire insursnce rates,
school boards may improve their property as an insuvence risk, and thus

Ipepartment of State Fire Marshall. Asnual 't _for Calendar Yea
1953, Published 1954 by Robert B. rnylu. hall, Salem,
Oregon. p. 13.
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TABLE XIIX
TOTAL POSSIBLE POINTS OF DEFICIENCY AND RELATIVE!
: vALUE OF L1iG8M5 LN GRAVING SULE :
Factors l!!ecttag the City Relative Per Cent of
Pire Protection Class Values Total
: , z ;
1. ht‘rbm‘,.on--coooooo-ooooo.oooooo 1,700 3
2, PFire m”.tioco-oon‘otboooo:noooo 1,500 30
3. m.v‘lm.'....."............‘.... 550 11
" .rolic‘.'..‘.‘!'..........'...'........ ” 1
s. ml‘ia‘ 1".......‘......'.......... 200 ‘
‘. m"....‘..‘......‘......'........ m 6
7. Structural conditionBscecccscccssscss 700 14
8, Climate conditionS..ecesssccvccccsces s “u
9, Divergence between first 2 items..... ase an
Totalicsiisinovin 5.000 100

Points of deficiency which determine the grade of each of the major items
of fire defense in the grading schedule follow:

TABLE XIII

POINTS OF DEFICIENCY WHICH DETERMINE THE GRADE FOR EACH OF THE
MAJOR ITEMS IN THE CRADED SCHEDULE

Water  Fire Fire Building
Grade Supply Department Alarm Police lLaws Ordinances Conditions
i SROEATE | 3 [ > 3 7 3
1. 0-170 0-150 9«55 0-5 0-20 0-30 0«70
2. 171-340 151-300 56110 6-10 21-40 31-60 71-140
23, 341-510 301-450 111-165 11-15 41-60 61-90 141-210
4. 511-680 451-600 166~220 16~20 - 61-80 91-120 211-280

5. 681-850 601-750 221-275 21-25 81-100 121-15¢ 281-350
6., 851-1020 751900 276~330 26-30 101-120 151-180 351-420
7., 1021-11%0 $01-1050 331-385 31-35 121-140 181-210  421-4%0
8. 1191-1360 1051-1200 @ 386-440 36-40 141-160 211-240  491-560
9. 1361-1530 1201-1350 441495 41-45 161~180 261-270 561-630
10, 1531-1700 1351-1500 496-550 46-50 181-200 271-300 631700

1B-pnrtn-nc of State Pire Marshall, agggggﬁlg!!ggrggg the Calendar Year
1953, Published 1954 by Robert B. Taylor, State Fire Marshall, Salem,

“mﬂn Pe 13.
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reduce their insurance costs. A discussion of ways of rveducing fire
insurance costs through attention to structural details and through
preventive maintenance and upkeep of the school plant will be found in
Chapter VI, |

The rates established for fire insurance must be sufficiently high
to provide for the current operating expenses of the insurance company, !
the ndeanities to clients for fire lomses, and & tesdonible profit for
stockholders (in stock insurance companies).

Operating Costs :
Mhbh data indicate that of receat years the current operating

m«‘tmmmmmmmxmmmmmuu the
premiums collected by these cupmin. wm;, the most
othuiu and reliable of the insurance Wi«n available, indi-
cates that for the tventy-year period 192949 the ratio of eurreat
Wuuapmumm-mkmmmamumwmm
was 44 per cent (Table xIV). For the lu:‘ 'six  years of this pevied
(194286 the ratio ves less than 40 per cent’/"The highest ratio tor
any uﬁm m of the 23~year period was 48,7 per cent.
Itmwchu&d from the foregoing that thiporttno!
pm m:iud which was not needed to meet curreat operating expenses
was therefore profit for the coapany, for indemmities to clients for fire
losses and special reserve funds for uapredictsble catastrophes causing

nas. No Yo: Alfred ll.l‘ilt c’- 1950.



OPERATING RETURNS~--STOCK FIRE COMPANIES

TABLE XIV

, Net &
. Year of Premiums *Loss *Expense Combined
 Operation Written Ratio Ratio Ratio
% E : 3 A 5
: R y s .m 490 “t 11 630 1‘

- 1930 909,550,000 54.0 46.0 100.0
1931 795,295,000 52.5 46,9 99.4
1932 676,765,000 . 53.8 48.7 102.5
1933 - 614,600,000 44.0 47.9 91.9
1934 663,355,000 43.7 47.3 91.0
1935 685,670,000 40.4 47.9 88.3
1936 735,985,000 45.8 47.5 93.3
1937 802,845,000 45.9 46.4 92.3
1938 750,960,000 6.7 48.4 95.1
9% 799,835,000 46.8 47.6 94.4
1940 917,291,000 49.8 44.6 94 .4
1941 1,051,526,000 53.3 42.3 95.6
1942 1,128,360,000 59.0 a39.7 a%8.7
1943 - 1,043,835,000 52.1 42.3 9% .4
1944 1,138,858,000 57.3 41.3 98.6
1945 1,226,025,000 58.1 41,5 99.6
1946 bl,640,500,000 58.2 40.5 98.7
1947 b2,034,808,000 58.5 39.2 97.7
1948 b2,246,917,000 50.5 38.9 89.4
1949 b2,463,217,213 44.7 38.4 83.1
1950 »3,137,529,000 55.5 37.5 87.6
1951 - b3,758 796.%0 60.2 36.9 97.1
1952 b4 uo.soo,ooo 58.4 36.0 9% .4

* To earned premiums

a Expense ratios siuce 1942 are before Federal income tam,

H To written premiums
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b Excludes premiums of $2,099,000 in 1946 $16,797,000 in 1947,

$24,505,000 in 1948 and $20,566,680 in 1949 covering fire and

allied lines written by stock casualty carriers.
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miwmmthnwnymembcpaufmmm
received. “The uzm mhzﬂm of Insurence Commissioners has
umzymwammwwmtmmumasmwm
reserves as follows:
esseThe Subcommittee recommends that the 1921 Profit Formula
be amended to provide a profit factor of six per cent for
catastrophes, and that rates should not be subject to revie

‘sions unless actual !mfiu exceed eight per cent and fall
below four per cent,

Provident clients of firve insurance companies are concerned with
whether the insurance rates they are paying are higher than warranted by
their fire losses. Their cost-loss ratios over a period of yeavs come
pared with cost-loss ratios for all clients of the company have often
been used as a basis for comparing relative rates.

Best's data for the 20-year period 1929+49 indicated that the
cost-logs ratio for all clients of all stock insurance companies was
50 per cent., For the most recent three years for which data is availe
able (1947-49) the cost losse-ratios were 8.5 per cent, 50.5 per cent,
and 44.7 per cent respectively.

The foregoing ratios for all clients have given rise to the
feeling on the mt of students of public school fire insurance that
public school districts may be paying too much for fire insurance .




There have been a mmber of state and national vtmduo vhich have .-
sought to ascertain whether the firve insuvance premiums paid by
school districts were high compared with the nature of the risk schoal
buildings vepresent, 2s indicated by the reimbursement to school dis-
tricts, for fire losses referved te as the cost-lose ratio. They have
concluded, almost without emception, that the imsurance rates were
higher than appeared to be warranted by the fire losses suffeved,

The Hatienal Assoclation of Public School Business Officials
found that for the periods of 1921-30, 1931-37, and 1938-45, the
average cost-loge ratios for a sampling of public school districts
throughout the United States were 26.7 per cent, 26,9 per cent, and
31.9 per cent respectively.} A

A New York study,? including data from 59 New York cities for
the years 1920425, reported an average cost-loss ratio of 24,25 per ceat,

A study of 141 city school districts in the United States and
Canada for 193845 indicated an average cost-loss ratio of 31.9 per
cent’ (Table 2V),

hm\mmmdmm mxmmnu. Mmm
nm ’ o 302 £ |

Mmu. ¥illie 1. mm Public School Property. rm' Cole
lm, Wu W.mny. anmm to th. lh. m. l.t. 1925,




TABLE XV

COST-LOSS RATIOS OF CITY SCHOOL DISTRICTS IN THE UNITED STATES
AND CANADA BY POPULATION GROUPS
1938 T0 1945 INCLUSIVE

Total premiums Total fire Per cent of

Total paid by losses paid premiums
Size of Total anumber population city school by insurance paid to
cities of cities represented districts companies fire losses

1 X 3 Z 3 6

Cities of more :
than 100,000 : : :
population 36 12,260,859 $3,267,511 $1,115,313 34.13
Cities of 30,000
to 100,000 :
population 74 _ 3,802,950 2,049,656 464,128 22.65
Cities of less
than 30,000 i ;
population 31 584,114 409,619 248,041 60.56
All cities

141 16,747,723 $5,726,786 $1,827,482 3i.91

Upton, Romald H.

‘Dpes cit, Pe 84,

601
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A Georgla studyl in 1941, which compared cost-loss ratios in rural
m eity school distriets, found that the ratic of losses to premiums
‘ puu ves higher in village avess (55 per cent) than in the cities (17.8
per m&) or t!n strictly rural aveas (27.2 per mz). The average for
the state uae 27.4 per cent.
' n oble study? covering the years 1930 to 1946 reported that Ohde
posrds of educxtion had paid §8,100,943.58 {n insursnce premiums and that
mmummummmm;mmumm
m vas 26.9 per cent for cities, 24 per cent fw exempted villages,
and 20,3 per cent for rural districts.
| In all of the fovegoing studies the cost-loss ratios were
described by the writers as being low in comparison to insured losses,
In some casesd the data turned up by the studies were used in obtaining
lower insurance rates for school districts. In other instances, when
laﬁr insurance rates could not be obtained, the larger school districts
established self-insurance programs by building up reserve funds to
cover mﬂu fire m. In nine states, state insurance programs
mmw five of which insure public school property as well
as state property. These local district seli-insurance programs and
the state programs of insurance will be considered in decail in
Chapter V of this study.

M n.a. mnmm««mmma

%”timi umuum of Public School Business Offieials, 1941, Op. m.,
e 2 .
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thmmumlutmm“t considered schools i
this state a8 good insurance risks. tmumsuw,muﬁudn
M‘WMNMM\NM. These rates are defended by
officials’ in the aforementioned Bureau on the grounds that aves though
the sehool losses have uot been large, many school buildings are cons
lmwd.mknmmmwtwhammcaurM#M:
fives could yesult in heavy demands on the insurance companies. The
Buresu alse feels that schools are subject to umsual dangers from acts
of arsou. Theve are, however, no statistics offered to prove this
MMM:Mthmtmtawmu‘olmuwm
in Portland in the late 1930's were lost in fires thought to have
resulted from arson.
 Oue measure of the risk which school bulldings represent compared
with that represented by other types of buildings is the ratio of fire
losses to insureble value of buildings insuved. When such a measure is ;
applied to Ovegon experience, it would sppear that for weeent years at
least, school buildings as a class are less of a risk then mercantile

and office buildings as a class, for data from the State Fire Mavshall's

0ffice for the period 1948-53 inclusive indleate that the ratio of five
losses on schoel buildings to insurable value of such bulldings insured
was 4.6 per cent (Table XVI) compared with the corresponding ratio for
mesdaptiie and office buildings of 6.3 per cent for the same period,

lpersonal mmﬂummmo:mmmnm
Bureau: July 16, 1953; September 22, 1953; and November 19, 1954,



PIRE INSURANCE COVERAGE AND LOSSES REIMBURSED

TABLE XVI

IN OREGON EDUCATIONAL INSTITUTIONS
1948 T0 1952 INCLUSIVE

112

Nature of Premiums Losses Cost-Loss
Education Building Paid Sustained Ratio
TS ' 3 3 %
Frame Protected $825,964 $227 ,814 26,6
Frame Unprotected 670,118 12,590 18.7
Brick Protected 963,638 348,381 36.12
© Brick Unprotected 145,682 25,585 17.5
Pire Resistive Protected 106,400 39,002 36.7
Fire Resistive Unprotected 3,766 103 2.7
. Total All Construction $2,715,568  $766,373 30.3
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TABLE XVII

ANALYSIS OF INSURED LOSSEs!
AS REPORTED BY STATE PIRE MARSHALL, 1948-53

Educational Institutions
' Per Cent o)
T Number of Sound Actual of Loss Amount of Insurance
Year Claims Value Loss to Value Insurance Paid
s R AT ] o ay 2 7
1948 48 $ 1,345,594 $125,477 9.32 $ 1,164,009 § 98,258
1949 42 10,598,473 330,918 3.12 10,242,667 302,559
1950 44 11,712,214 360,754 3.08 11,439,073 340,968
- 1951 b4 10,462,124 74,205 «70 10,345,226 74,205
1952 32 2.122,064 219,024 10,32 2,068,748 171,708
1953 36 12,750,033 177,420 1.39 12,688,263 162,874
lpepartment of State Fire Marshall. ts he



Whea the eest-loss ratic for public school buildings alone,
m«ﬁm m mme mxdwmmnmkméwmi cmi« iﬂ
mm; _ﬂw ratis is still lower, - rw the five-year period xm i
to 1952 the pmam school aystems of Oregon patd $2,715 ;dm stock .
mm Mama and $1,821,5002 to mutusl insurance coupanies, a m .
of §4,537,008, mmmmmmmrmum zummm.«
from these. companies for fire losses sustatned, §1,150,577. ma "
‘represented then, a cost-loss um of m per cent for the mﬂ.«a i
| m for m fivewyear Mtwd.

m cost=loss ratio for the year 2953 a even lower :&m m el
awmmmmﬁwm ‘During 1953 the public sehool
ﬂm of Orsgon ‘expended $1,119,500 in preniums for am.mﬁm m‘-, ol

‘ma Wa@o. Thay mm m Wam m five :mw

i M m My $m m, which mew a wz:uxm z'um of my

v,-xamma. i ’ g L iy

mimiaammammiémabwbemﬂtcmm#ﬂm |

; :mz reported by Bestl (mza 2IV) as m mwtm ratio wm t:ym» '." ‘

’ 'ﬁwmbyumk xmmm of mmmmmm m

| W mm ‘ |

L 1maa£mmwmmww tmmg. ummm

sssuned that the 75 per cent of the MW retatned by the .
' " mm was ail pnﬂ.t.. m;m costs and W mm
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referred t:o aa:liar in thia cxbaptar must be met from these gmmim
ﬁa‘.‘.ﬂ*mum&e programs provtdiag this same coverage mld have am
current operating expenses and the need for reserves as wul.l. mmr, o

mmmmm this essential need for operating funds, and the m,iu* i

‘mate praétd« of ewmbliahing reserves for unmual demands on the
mwmn it mld still seem that i:ha qme.im may reasonably M
; uhd what:har fire insurance rates for @xzaaan schoalu are not unduly
k&ah TM lmwaaey of mhia question 1s Mdmt whm it is rmbmd
that m wrzm apera.:ing mmas ¢£ stock imrame ﬂmca &ﬁr thn
: w»mz pwied 1929 to 1949 amunma on t:hu amasﬁ to 46 pm: eantz gf the
premiuns collected by these companies,d ‘
L the mm-hm: ratio for Oregon aah@ei ﬁi.smtcm is 1wse::— than that

,tmcuz! hy sn,v of r.ho three uudlea md& by the uaum1 ‘AsSoed tim et e

‘School Business Officials, referred to earlier im this rcpmn:,, and yu
on the basis mf their data the Association was noved to mku the mw
.ing amtm:

The ﬁu insurance busineses of mlty school districts
yields stock companies upward of ten million dollars
- in premiums collected annually. Their charges for
this business are exorbitant. They do not intend to
do anything about it. School districts should seek
more economical sources for protection. There are
~other ways that are safe, . . e

Mmm Association of Public saimx Business mum:. 1948, ;
 Op. eit. pp. 15-16. e
 The other "safe ways" referred mwmmuunam lml mwg i
mmmwm-ammm“:mmmmm
state insurance. ;
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it would appear, in the light of Oregon's experience, that
organizations and groups in Oregon interested in the wise and prudent
- management of public school funds would be justified in seeking from
WWWMWMWMW“}MW‘MMM
school fire insurance rates.

Sumzary

leuumumwmmamw‘MMﬁu
‘costs be assessed equitably among policyholders so that each pays
according to the risk and expense his class of insurance entails,
Insurance rvates and insurance costs are discussed in terms of:

(1) the establishment of fire insurance rates in Oregon, (2) insurance
companies’ costs of opevation, and (3) public school fire insurance
costeloss ratios.

‘The two most important factors affecting fire insurance rates
ma(l)mmamntywhw.M(”mm
class of the city's fire protection facilities.

Buildings differ greatly in the extent of the risk they repree
sent in temme of possible fire damage., Rating bureaus take into
account the characteristics of various type buildings in establishing
amamu mmumummmm«ammm:
(1) Class A, (2) Class B, (3) Class C, and (4) Class D,

mmmw:‘cmmﬁmmmn«:um
mmamwm'nunmmuntmsm-uu
is defined by the Oregon Insurance Rating Buresu. The vating takes
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into account the hazards, structural conditioms, climatic uuﬁ.eum.
and the extent and natuve of the municipality's fire defenses. u.
guide in establishing the insurance class of a city, the Oregon

and towns into ten clagsifications, a class of "1" being assessed the
lowest insurance premium rvate and a class of "10" the highest insurance
rate,

The rates established for fire insurance must be sufficiently
bigh to provide for the operating expenses of the insurance company,
the fire losses and @ reagonsble profit. Best's Insurance Guide
indicates that five insursnce companies have operated on an average
of 44 per cent of premiums earned during the period 1929 te 1952,
The Insurance Commissioners’ Association suggests that 6 per eent of
the premiums earned is adequate as profit. The costeloss ratios
averaged 50 per cent of the earned premiume during the period 1929
to 1952, |

8ix state and national school fire insurance studies were
reviewed, all of which reported that the fire insurance companies
were charging excessive premium rates on public school buildings.
' In comparing the costelose ratios in the Oregon public school
fire insurance program, it was found that the costeloss ratio was
25 per cent for a five-year period 1948 to 1953 and 13 per cent for
1953.



These ratios are considerably below the ratio of 50 per cent
reported by Best as the cost-loss ratio for all w#m
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ingured for & 23-year period 1929 to 1952, It appears evident that

in comparison to some aveas, Oregon public schools have been paying

too much for fire insurance protection,



CHAPTER V
SELP-INSURANCE PROGRAMS

1 was chesrved i the preceding shepter that seuotn vith the
costs of insurance has led to the development of some self~insurance
W:wamtdm:bmuueymm:nnm!imﬁm ‘
at less expense to public bodies. Muuuﬁmmmtm.v
,mmmzoemmtmhymmmﬁﬁmmmumu
that fire losses will be met from these funds, kmium.
provision is made for the reinsurance of the property so that the
mmwbmmmywwnmwmt.
umm&m;ﬁwummmmmﬂmm

tmgmf-mmm«mnnunmmnunmm
levels, mmmumwwamumemummm
ofmdtm-mt-mwm.

Nine states! are curvently operating state insurance mm .
the purpose of insuring public preperty against fire and, gemerally,

"lum num {Colorado, Iowa, New Jersey Vermont, WMM !‘M.
m,m.mm).m&ummmumm
;m.hmsm.mmm These programs were abandoned ~

amwetwmm.wmxudmmmmmum
sections of this chapter,
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the perils included in an extended coverage endorsement. One state :
(North Carolina) insures only public school property through its state
insuzance fund, four states (Alabama, Horth Dakota, South Cavelins,
and Wiseonsin) insure all etate property as well as local school
duuutmudmmmtmnum(rlwm.w.'z
mmm.morwpmmmmma.unm«npm,'
none for the local publie school districts, ‘
muuu-ummtmmmumm
¢ummymmny.uam¢tmmupmmum
sections of chis chapter will show, However, there are some similare
ities as follows:
1, There is defined for each fund a maximum reserve to
be established. The maximum is expressed either in
terms of a specified number of dollars, or in terms

of an amount equal to a specified proportion of the
insurance in force.

2, xtmmmmmmehmlwa ch:.rad
?

premium
the specified maximum, additional m are used
to offset other state funds.

Oregon is the single exception to this, llopuu-l
are assessed against the agencies insured, for the

mumwubmmmmma
the legislature,

> m:dmnuuhmmmmmmv
suring large risks with private insurance companies.
This insurance is usually written with 2 large amount
deductible to be paid from the state reserve fund,
The reinsurance carries a very low rate sinece all
but very heavy losses are wmet from the state reserve.
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An analysis of the experience d the aforementioned nine num
indicates mthxym(meeum) mmmmamusv
which mw not be u: from the reserves mintained by the state, ‘tu- ‘
the most part, the mcm state programs have pmtm smm .
coverage for propez&y either at less cost to the .tmurdd or, u at r:h,_e"
same cost to the insured as commercial Insurance, the state mzau hu
‘enjoyed substantial profits.

In the parmq&- which follw (pages 121 to 146), a brief outline
off s pheheat state alupases progrens s preseated

Alsbemal The State Insurance Fund of Alabama has been in
opmﬁim since October 1, 1923, An initial appropriation of me.m
was made by the Alabama scam Legislature. To date it has mot been ,
necegsary to use any part of this original appropristion, all operating
expenses and indemities paid have been met from premiuams _callum.‘

The Fund insures public buildings against loss by fire, light
ning, windstorm, and hail. As of September 30, 1949, there were
insured in the Fund a total of 6,615 public buildings, valued at
$113,933,281, which were classified as follows:2 Ho, of

Bldgs,
Croup 1 Administrative, Capitol Buildings, and '
. State W.oono.éb.ubtvcnnn.tttccv'o.cp 1,164
Group 11 Eleemosynary and Correctionsl Institutions 352

Group II1 Imstitutions of Righer Learningeecesesesess 1,293

m iv Prison and Famm ’fmet“oo.-o.ouunucoco 513

Group V County High and Rlementary S5chool8sseceses 3.296 :

Group VI Alcoholic Beverage Control Board Stores.., Nome
MVI‘ City Bohools.sssssssninsorsnsunsssssnssens 3 :

L8 G Q) labama, 1940, Vol, V. Tit, 28, Ch, 11, ; 31’ ; ;
hrough 328 u mhd by Acts of Alabama, 1949, Act No. 6?3. ?* Wﬁ.} R
Zﬂrm‘u m&ahuw mx. Research Department, Summaxy of State




Almost 50 per cent of the total number of buildings insured in
the State Pund represents public school buildings. (Groups IV & VII)
 The Fund operates on a fiscal i!lt‘biiﬁl. with each policy
issued on October 1, the beginning of the fiscal year. All policies
and endorsements expire at the close of the fiscal year.l
~ The ,s‘:.-‘“"m Fund of Alabama is operated hyv a u‘ui{e! |
four persons, a manager, a »muzy.i an accountant, and an nwum.
These persons must handle all of the details imcident to mm
Fund, including inspection of 21.&&. and adjusting la,sol,
The total operating cost of the Fund 1s iﬁlitl‘:by'llv‘tihﬂf’.t

cent of the amount of premiums written unch‘yaar; For the fiscal year

ending September 30, 1949, this would have provided an operating fund
of $41,744.44. The actual operating expenses for that year were
$21,053,80,2 it
The consolidated statement of the Fund from 1923 to 1949
indicates that the total fncame to the Fund was $12,992,651,38, of
which $10,783,762,02 represented the total premiums paid, and the
balance consisted of profits on investments and reinsurance recoveries

($1,816,091.69).




TABLE XXV

CUMULATIVE FINANCIAL swmnf
ALABAHA STATE INSURANCE FUND

o 14

Item Amount

0 3 - 2z :
Total Premiums at Commercial Rates $10,783,702.02
Less Amount Reinsured _3,120.800.78
Amount Retained by State Fund 7,&5;.!75;36' 9
Actual Cost of Carrying __W 3 ‘

Saving? $ 4,439,737.49

Surplus $1,419,525.90, a total of $4,439,737.49,
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The premium vates charged on the amount of insurance retained by
the Fund ave subject to a statutory discount of 40 per cent. In other
words, the premium charged by the Fund 1s 60 per cent of the commercial
rate for comparable risks e »

On a similar insurance reduction in the state of Oregon for a
Seyeay pariod 190853, {nclusive, the savings ou sdusational inetftes
tdons would have beea §1,086,227,20 on stock company insurance alone.

A similar saving in five insurance rates for the public schools
of Oregon would have smounted to $447,800 in 1952+53, '

_Floridad mmurm:nmmmurm-mnm-
mmmmpumuammmumnmamw |
against fire, This Fuod was established by an Act of the Florida '
Legislature in 1917 and is operated under the Board of Comissioners
of State Institutions. Mo single risk may be insured with the Fund in.
masw.mmeaumwumwm!

mmumnmw,ammwmmmummw
Fund, is "as mearly as possible as practicable that charged upen other
property of similar character by licensed insurance companies in the
ouu."’ The vates charged arve fixed by a private rating buresu in c!u
state of Florida. o

Q

iflorida Statutes, 1949. Vol :. ue. m, Ch, m., Sec, 286,01+284.14.
Bureau of Governmental m mm Mm&!’
m“u, ”’lo m Ho. 114, mx& ’0 16,

Smbid. p. 17.
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In Jung 1950, there was & total of §77,011,231 of fire insurance
carried en 3,000 state buildings fnsured in this Fund. Of this amount,
about onee-third was reinsured in commercial insurance companies.} ’

Sections 204,10 and 284,11 of the Florida code authorise the
state treasurer to make loans from the Fund vhen the reserve exceeds
$1,000,000 after paying all accrued expenses and losses.

Thess loans may be made upon the vequest of the State Board of
Bducatdon, the Board of Camissioners of State Insticutions, or the State
Board of Control. The loans may be used "to install such equipment,
apperatus, and facilities in state buildings under their cognisance
as will result in reduction of rates for such buildings. These loans
mmwmummmuuumammw
before the improvements were mede."2

The sumary of the Fund for the period July 1, 1949, to Juae 30,
1950, is s follows:

PREMIUMS
Promiums written prior to July 1, 1949..$2,364,371.28 »
Premiums written V@AY e s0s0svsvnsse MQMO“ .2’“..“
ANIEREST

Interest mvieully reported.secsssrnsve &’9.334-57
Interest earned during year on boads.... 59,972.40 nm
E T edl

EIRE _LOSSES
Five losses previocusly veported.sssssess 341,818,52
Firve losses ”“ m monocoounoo 45,355,862

21bid. p. 17.
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PREMIUM TAX |
Deduct 2% premium tax, lost to State  47,257.52
on premiums previously written

mmmzmmm 5,076,83 M
Administration Lxpeuse MM_W

Inspections $ 7,208,229 § 37%.20
Salaries 85,279.72  8,180,00

e e

- The f£inancial statement for the Fund as of June 30, 1950, is as follows:
Treasury balance M’ lm..,...u.u...... $ 7232“0“
Balance due under section 284,10 and 284.11... 9.033.1’ ovv‘ .1.“‘0“

BECEIPTS
m and Interestecescssssscsrssscsscosnies ”,’12.‘0

Premium paymenbBeccsscnvsssnsssssnssosssnsssss ul,l”.” ’
Bonds vedeemed and 801ld.cesssecsssvesscrenssns 162,235,60 QQ.M',”.”

Bonds Woocoo.oopvultoodtto.o.o.on‘qo-. m,“’.“

FARO 1000M0L. o s cnasasesnsononsnarasesanesennes  GB,358.08
SRS LI RSB 5. L

TR RS RAS RAER, s S 374,20

Other supplics (postage supplies, etc.)....... 51,60 ...$402,429.28
Teeasury balends Jone 30, 1980ses:sesssssvesasesensossanusanns §35750039
Amount unpaid under section 284,10 and 284,11  9,038.15

m Wl‘oﬂh..............nu.......,..n‘zeﬁlz,m.W ooow
m mtoooc.oocoooooinoco.oouco.ac‘.oo'--n-cntuoo-qooa.o’z'“’gnxq“

IM:b_. George D. 0Op, cit, pps 16~19,
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North Cavolinal  The Public School Insurance Fund of North
Carvolins was established on July 1, 1949, for the purpose of insuring
public school buildings against losses by fire aud perils included ia
an extended coverage endorsement, pi

The foregoing Fund was established by an Act of the State Legie~
lature after the State Department of Bducation had kept a complete record
of school insurance and insured losses for a peried of ten years (1938-48).
These dats vevealed that the schools had carried a total of $895,875,444.47
five insurance in the ten-year period, For this amount of insurance they
had paid $4,602,220,21 in premiuss and had suffered losses of $2,857,990.66,
The average annual loss during this ten-yesr period was approximately
$286,000 while the greatest annual loss was §450,000,

In the sumer of 1948 while school boards were attempting to get
‘.mmuummummmm"mmmf
ammmum:m»mmmmqum-'_
muxmuuismmmmfmmmmummm
schools."2 mmmm«muwamw
$200,000 in the insurance cost to the local adninistvative tnits, The
smmammmmmmumzm. £
mmmmmmmummm

lusws of Worth Carolina, 1949. Ch, 1182, p. 1436,

2Letter to C. Edwin Ditto from Thomas B. wwm.nmow.mmu
Insurance dated April 16, 1955,
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ztmmmtmsuuMdmmmm.m
1949 General Assembly authority to set up and operate a school building
{nsurance fund, The insurance coupanies and their agents opposed this
legislation., The State Board of Educaticn, hovever, managed to cbtain
favorable action from the general assembly,l end the fund went into
opexvation July 1, 1949.2 '

The Director of the Division of Insurance gives the following
account of the North Carolina Public School Insurence Fund: |
mmmmmmuummmm&m

local school units is entirely voluntary. The locsl units

i

1Letter from Thomas B. Winborne. Op, cit,
Yawe of North Carolina. Chapter 1182, 1949. Amended 1953, p. 1436,



herdship as the money was either in the banks or in
term federal secuvities, _

. maummumammmnmmm. s

and the transfer of the two million dollars iavolved no '

mmmumum«maa mnmm
basls upon which it vests. As you will koow, private

buginess with a scatteved visk of that kind would operate
a8 a self-insurer. The risk is scatteved, and there is
little or no moral hazard attaching to the coverage.

Ofmc.umm:rmpmammm, :
mxmwu&z&wammm_,w
etc. Of course, such a project is not socialistic. The
smuummlmtmnwpﬂmumm« ,

‘ + It is merely underwriting the risks of its
M&m subdivisions. umummuj’; ‘
business and nothing else,

Ma&ummmmmﬁmmmum&m
it was found that most of the units weve carrying very .
insufficient insurance. mammmmm
tage of the lower insurance charges to increase their
coverage materially. This is tvue of the units that do
rmwthtyaatnthfmdumllatmw&pm
wsmummm

mﬁcmmmewmnmmmmm -,
mgumm mmmuum
_ammmaam. Whenever a unit has a

the state fund makes prompt and full settlement, xeh
interested in seeing to it that the school unit replaces
mmmummuwmumuu.mm
fund undertskes to prevent the fire through highly
effective inspection service,l

The North Carolina Publie School Insurance Fund mow has &
reinsurance contract with Lloyd's of meh insures in excess of
the State's Lisbility of $200,000, This policy is similar to the
deductible autamobile policy. The M asaumes the first OM*M
1mumm mmmﬂl 1msamummt3

iietter from Thomas B, Winborne. 80, sits
2Ibid.
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mmeuubmum-unmmmmuwam"
‘tdmeim&umdby:uuwdwrwwﬂn
school, Mnmmw&iuulymmmtaﬂusﬂm‘“"
the commercial insuzance companies prior to 1948, |

The administrative cost of the Insurance Mwﬂl Wmnu
mmwmtotthamdmtm. mm'n’)y-ouum, ;
m,mupcommmtoliumml&mm{

ALL losses have been paid in full, up to the smount of {nsurance
umuwmnmwmwammmam mm
ugummuymmm:mxmxmzmmmw_
immediately.!

nmuucutmmcmsuuumma-mm
mtmuunnuh:uuummummu'
evidenc that the program is now operating om a sound business basis

as indicated by the annual veport of the Fund.

STATE BOARD OF EDUCATION
PUBLIC SCHOOL INSURANCE FUND

HMNMMEQMSO, 1954

ASSETS :

M“mtz".'.. ..00.0..'.'.....l..."lli.""i.' —‘ m’“’ ”

m Mﬂl&*m M’m'uvouccioooo-c.o‘ m;‘ 3

mmmg”mm.‘.‘...I.'."'...'...". zgﬁ’g
-

m Wm miODOQQQQOQOUOOCOQD 1
Investments~~U, 8, Government Securitles.....cssvesisss
“m mulii"Q.OOI‘C.I‘!Q'Q..!'OQQO.CG“Qt....
LIABILITIES AND RESERVES
Lisbilities

mm........ sessssrsiienssannesavarsare 9 m.m.sr

Reserve--Claims in Process of Adjustment §  44,197.63 |

mumtuumm....... 2,000,000.00
mmoaavoo'o.ococn'oooogtqooo- m.m.27

Total m"ono-q T R P 2.7647.428,90
d n;‘-oocoocwosonooot ) & 2 OIG o F I & ath
Tietter from Thomas B. Winborue. Op. cit, ' ‘
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STATEMENT OF INCOME AND EXPENSED
FOR THE YEAR ENDED JUNE 30, 1954
INCOME

m m moititoc.oto’QoooouCQQ'ooo'Qoon.&c 3
m on mmtiu....n...........-.. PEREHR LN
TOERL INCOMB: counsnssonssssnnivsossibbisebeonsrbbniis

EXPENSE
Fiﬂ w.'."..b.l.toﬂjll..'.vtotttocoot ‘ m.’z’;“
n“m.m......“'.!..‘.bo... 7"130”

mmu” w'.‘."“..‘...“'.‘. M
Total WOot.ioooCiocotioooc.ohabinoto.!i."bfbﬁ
m of Income over m....o-.c-.ootoooocotn.-aoyd.w

Michigan® msuummummuunw ;
on July 1, mz.mmwnmammmummmm
by fire, lightning, windstomm; explosion, riot, riot nu-lm & styike,
eivil comotion, falling aireraft, hail, and smoke, |

mmmwmmmmmmauum
nor certain properties on the state level. mahauw:n
1950, the replacement value of buildings ingured in the Pund smounted
to $258,225,270,81, This was also the smount of insurance carried.

From June 30, 1914, through June, IMQ,‘(MW mm :

from 1921 to July, 1928) the total premiuns had smounted to 93,145,520.86.
The preaiuns charged amounted to an average of 25 per cént of the rates
memnuemuntuimuﬁnlum'

ratice Fund Issued by The Division of m
m, North Carolina: 1954,
e O hizan. 1968. 'ﬁln m; au m.

melmmntmmd:hu\tumlmm
muls,lm.
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l'ml!%totmmp:m“n.bym.mummwmm
hundred dollars of insurance, nms.mm-nmuwm-.
mrmmummmm.nmwum.u
£ix the rate of insurance at net ummummmw
companies on similar risks. b
 From June 30; 1914, to June;’ 1ur,mmzwuﬂu«nam ,
the Fund amounted td‘t.i‘.éﬁ m.u.l The cost-loss ratio for the period
was 53.1 per cent, m,mprdummmﬁmmdth
IWmumﬂmmmmummamdmm
'cxm'-u)a
Mmamcmmlmmmmauuw
picture changed in Michigan. Oahuutya. mx.umum
- atmmmmummmw-uamehannummn i
office bullding at Laneing, Michigan, The fire 1«:&:&%.
news releages estimated the loss at between ss.ooo.mmn.m.m.
mmunuwumwmmummuwm.mym
Building Division, msuummcdw.uﬁwm :
Adjustment Compeny placed the loss at §1,455,691.24. At the time thers
was only $1,500,000 in the self-insurance fund.® A recent nmm-
cates tht it actually tequired s state legislative Wm ¢
of $1,865,000 to replace the fire and water damage to miwm.i

.-

WWmmmWotmsaumm. fa
Michigau. April 13, 1955,

 5eate of Indiana, Report on Insurance of State mw za,, R
| WW’c Pe u., : PR



.n‘A

The following year (1952) another major loss of Michigan state
Wtymucmno!m“wnmmum'm
Michigan prison at Jackson. l!ctiumdthdnunhubyrm{u
conviets ran as high as $2,500,000,} m.mmm«m
hbu.dsmme“ua!mwwuoammwgtu

expenditure of only $290,877.47,2

CATASTROPHE COSTS
STATE PROPERTIES INSURED IN STATE INSURANCE FUND
July 1, 1913 vo June 30, 1954

OLALAOGIE O Al b & ot GG ASULERNCE L UGS = JURe 3 £,
Gross Cercifications (Building Rehabilitatiom)....... $175,000.00
Gross Certifications (Contents Rehabilitation)..,..... 495,674.59
Cross Certification (M“m and Contents)..ccisvsans GYQ.‘?‘J’
Net wm (Mum and Contents)..iisivunssas
Returned to State Insurance Funid....ceeesssccsnsssonse ’,ag B

MOI.OOOODOll.tlltt‘-a....‘v..‘..t.Ilid“.ﬁ..“‘ l’!

R . LI T

Replace Fire and Water Damage to Building.......... 1,865,000,00
(Determined by Building Division - April 1951) S
mmtm“m R R R R R I R R R ) 1.6”’”‘“ ¥

State l.ﬂiuryu.-.....n..-..............Quu.u.. mjmg“

1mm from L. H. Moore, Director of the Michigan State Zmulu M
dated April 13, 1955,

2.
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mmamnmnm‘n.na

Cross Certification by Comissioner of Insurance..... 150,000,00
Allocation by Legislative Act (Act No. 271, P.A.1952) 250,000,00
Mlﬂllmwmm DAVABAON . . vssvuinnnneivunain ”3”!?’
Mot CortificationS.cascecccsconcasansacnnnnnssrensses 405,228,.75
- Het Expendibur@B..coovasssnsevssssossstasscssnsssense m;m;"
Returned ¢o State Insurance Fund..c.covissanissnsnnns m'm.w
ul‘m.‘..0....'.'...‘..'...‘........"‘O‘........" u'm.”

mmummmmwmgmw.lm‘”m .
PRIVATE INSURANCE FUNDS None

(The uhsﬂ.uapmlmmnmnmm S-U-W ﬁih
$1,091,548,56, Replacement of damage has been limited u;m.m.cv
by use of {mmate labor.)

§ 103,237.08
Travel (1950-1954) | 1,629.47

Average Annual Cost (Pvt. Insurance 1952-1954) § 19,150.90
Stocks, Fixtures, Equipment 7831 W, Fort, Detroit)
iquor Stocks, Pixtures, Equipment 500-600 S, Hosmer, umw

w’ 8 on mmu) $ m.m.a

$  92,249.67




Moxth Dakotal msuutmmmemmlm&m
. was established on July 1, 1919, with no legislative mwmm for
mmmammmpmnnosmmmm,m
cities including public schools, against five and eﬁ;m W
in an extended coverage endorsement.?

mmumm.wauxm.mwmmwmm
'mumum«nmwbymmuxmwrwmm
mmmwmmmcwmmkmmmmmmm
the rates to maineain the Fund at 10 per cent. In 1943, the legislature
m:mmmmmaenm,mwaummmumm
msummwtmmummmmommmmz. In
1947, the Fund vequivements were raised to $4,000,000.

m:mthnmumﬂlutmth¢Mﬁn
mmmmszm,msmawmwmmamm
fivst ﬂamuf&«man«uﬁ date; azzmhmummm"j
muummmmnmuuzmmmmw
From 1919 to 1943, the Pund carried veinsurance on most risks um ;
~ of $100,000,

In 1943, the legislature provided !m: emlhtimoimm
ance, leaving s11 risk to be carried by the Pund. mmxmm
mmmmmmmw mﬂ.&mtwmm
“mmdmﬂtm mmymwmumammtma

R ‘ lq _11. Gh- “"’M# m wml

Liski (49 m.) |




137
are the State Mill and Elevator, The State Twine and Cordage rm.
reinsured as extraordinary risks for the sum of ”.m.m.;tﬁ‘m
being responsible for $112,496,896,40, The hiwt single risk insured
fn the Pund 1s the Capitol Building, which, with contents, is tasured
for $3,835,478, :

he contimuing problin of the Tund Ls Ahe. Gusstieg of vhik skinted
in velation to the reserve funds, As of December 31, 1952, the reserve,
tncluding all assets without any allowance for unearned premiums, was
$2,915,626,32; the net risk carried by the Pund totaled $112,496,896,40

“m‘thBol »
STATE OF NORTR DAKOTA

FINANCIAL STATEMENT FOR 1952

muw 31. 1951...-....;0.;.."-33.056.930-”'
Premiums m:wrtt!un-’ ”g‘“n?’
Less RefundSeiessenesss !

3
Premiums Written--Ex. Cov. § 8.&95&5
Less RefundSeecsssccens .
.1 *

Total Premiums Writtalesssnnosssraisovsns ol ‘2:5“0”
intérest mctoooantooono.ctaoos-oonooo‘ 8556320”

Policy ’ﬂocoatcauoﬂwoooooaooooooboouuooo 1,170.08

Checks Charged off Sreessassasansnteensanes 40.11

Miusting EXDONSE. ssssessssssssstcscessosssncans eon;-----ao‘ ’Q”i.‘l
Fire & Extended Coverage MQ00'O‘tOIOG*‘G...CQQ.GOOOJ.I 2% lﬂ-ﬂ

OPERATING EXPENSE ; A

mrm;tuyoouu--ttao000.0000‘ 10,2“.?1 g

POREABS I ssbosbctsinsssesinsennd 15.00
BuUppPlitBasecsscsesnsconernnnsns 132.6?
mtm&onaqho»nciontotooocubo 205139

MincellaneouS.sseevsssscesssnce . 427.33
Risk WMO'OQCQOOOOO.QC.O 7,233,03
Asst. Attorumey m&l-.-.-aoct____wgﬁ . ; ;
Total Operating EXpense...csessssvovevessssss g 20,098.“
Assets~-Decambay 31, 1953.....-.-0...-......0 P 2

R A




STATE OF NORTH DAROTA

TOTAL INSURANCE IN FORCE WITH
STAIE FIRE AND TORNADO FUND

December 31, 1952

BRALB.sscsossasssnsssssesossesbossnvonsasbssssensons ‘ ”Mm.m

: Gomlty......u.n...u........u-....“n.u........ .m 646.40
mucttcsqocooqtro’tiba-Qtutococ.otiooo--b‘oloc‘_.qnuc ﬂjm “’n“
Citdes and Vil1aB0B.sasvssscessosnsnsonsssasssassnin l!,mMaW

ToOUNBhipB. sssssssenssvssasnssscssccassssosnsssrsnnns ; 1“;“0;00
Total Risk Carvied by Pund.cccecersvsssesvnsisvenses 12 4
Bisk Roinsuredessssvosososonsncsssssanstonsanos ' .m.mw

Total Insurance 10 POTCRiissscersssssssnovssrosnssns’ QIZZ.QG.MM
BREAKDOWN OF RYSK REIMSURED

State Mill and !Mw--nmuu.uuu,!ﬂ.moﬂﬂ :

Gulnu“"u.»“.m M,M o s

Twine &vm Plant=e w-ﬁou-'o»ni Smmw.
. Btockissesnsss m;w:w [

Total Risk Relnsured.escessrensenesesesd,799,800.00
Seuth Carolins! The Insurance Siuking Fund of South Carolins
was established in 1900. The Fund insuves state, county, and public
school property against loss by fire, lightning, and perils included
in an extended coverage endorsement. mwammwm

suus'mmm.mmmm«uuonu :

1“‘. Vﬂ.- no ﬂsh ”t “‘ ”I
] “’c Act No. 104.

%smith, George. Fire Insurence Coverage. Op. sits p. 28.
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The buildings are insured at approximately 75 per ceat of the
replacement value with the same amount of extended coverage. The
premiums charged are determined by the Sinking M Commission and
may not exceed the rates charged by commercial inmsurance companies for
comparable risks. In 1950, these rates were reported as being from G5
to 80 per cent of the commercial rates. The law provides that when the
Insurance Sinking Fund reaches 5 per ceat of the total mwmc in
force, that the prn'lm are to be reduced so u:a kuptb Fund at
that level, and when possible, no premiums arc to be charged for
property which has been insured in the Fund for at least five years.l

In refereace to the success of the Insurance Sm Fund ef‘

South Carolime, Sam B, King, Director, made the following auuum:l -

The fiscal affairs of the Insurance Sinking Fund record
the year just ending as being the most outstanding in W
its history. The met profir for the year eading June 30,
1954, amounted to $781,731.58. The combined profits of
the Insurance Sinking Fund and Reimsurance Sinking Fuand

for the year ending June 30, 1954, netted $844,347.47.

Ia June, 1954, the total amount of insurance in effect vas as
follows:3

State m...........”lgm.lﬂ."

County Propertyesscsseses 31.77‘.7!3.”

School Propertyecscessecs,
Totalessoenened ; » .
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Promium INCOMEsescssssssnevsnsssssoss § 11;’3’.”’0“
Interest lm..........,.-uuuu. 3.&.”9.
RENLBesosnssnsvtosssstsiossonsnndocse | mm‘75
m on m mcboctoopooocboo : 6. ¢
Real Estate 00ldececssscsscssvonssass “.mow ‘
Mm.ccoono--ou-oooo;o.coto.

- Bisbursements

Fire LOOSEB.sssasssscsssssccosncsnsns § ’.m,“’-"
Bxtended Coverage LoSBSScsssssessnses m.m 18
EXDONOCessasssssosssssesnssscsanssess m.mn“
ReinSULANEB8,ccsssnssssvsssassssossons gmm“

oot L ORMOREOY
¥ 14,338,794.13
Wisconsin msuummuwmm
1ished on April 10, 1m.¢ummuuzmuxmumm
school district, mmicipal, county and library property 2s well as state
property.”
The State provides insurance for temms of ome, m.uuﬁ'
years. In order to insure property in the Wisconsin Insurance Fund, it

lpeport of the Commissioners, South Carélina. Op. eit. p. 9.
%iisconsin Statutes. 1949, Ch. 210, Secs. 210.01 through 210,04,
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is necessary for the governing board of the agent to be insured to pass a
resolution authorizing such insurance and file a copy of the mﬁm
with the Fund, After voting to insure im the m‘, the wv;n.m;.‘m,
would be prohibited from purchasing the same type of insurance in other
companies. Existing policies with other companies at the time of the
passage of the resolution a:e,pcﬁictod, to run to expiration.l

The Fund cannot provide public 1iability or any type of casualty
ingurance. The Fund is a subscriber of the Fire Insurance Rating Bureau
and the insurance written is computed at the rates established by that
Bureau for comercial stock companies. The premium is then discounted
50 per cent. The coinsurance clause is optional.? :

The Fund does nmot segregate the school business from the other
{nsurancs, The manager of the Pund prepared thé following tsble for:
study.

(As of March 28, 1955)°

Total number of school districts insured: 575 to 600

Insurance in Force: Fire & Extended Coverage $93,223,653
Fire $ 4,071,690
Wind $ 3,584,755

School Fire Insurance

1951 ; g E ,ﬁ

1952 62,866 33,468
1953 73,820 160,917

44 R En

lietter to C. Edwin Ditto frem Myron E., Pugh, Manager, Wisconsin State
Insurance Fund, dated April 18, 1955,

21bid.

31bid.




Eentuclky!  The State Fire and Toraado Insurence Pund of
Kentucky was established on July 1, 1936, for the purpose of insuring
all public buildings and property under the control and use of the state
«m-umwy(mlm;uu'muhtmtmmlwﬂﬂ'
against loss by fire or any of the risks usually included in the standard
extended coverage endorsement. . |

The Fund began with a legislative appropriation of $100,000,
Mmmmeuummmmmewy
Since then the premiwms have matntained the Pund.

sumruuuwmmmumtmwmm
mm:«m.mmm

Losses for the first eighteen yeers of operation were
$1,552,959.50. The total premiums for this same period weve
§2,042,424.66, this being a cost-loss vatio of 36.1 per cent.d

Oregon  The State Restoration Fund of Oregon was established
in 1925 to insure every state agency against loss, w.um 5
tion of ita property by "five, flood, or other such causes.” This was
subsequently modified to cover "five loss” only, and in 1945 expanded to
cover "five, storm, theft, collision or other hasards” and ”ﬂ“a M.b
ﬂ'm. storm, £lood, and urthpm

:;H (4th Biennial Bd,.) ﬂt. 7+, Ch. ”- Sec, 56.070
_ wm‘:“:f':: 1950,

m to €. Béudn umm-cmm L. Martin, Je., Assistant Naie
dated April 14, 1955,

‘!‘ ter to C, pi . '
Rt ., 2 tom o e g M ANV, o,

-y




rmmmwmmwmmm
xummmamuummummymemmmh
mutadwmsuuzumrmmzmt.l mmm
mmmmzmmummuam.mmmwum
State Capitol building five in that year. _
According to the present director of the Restoration Fund "all
ammxtmmmmmtmmmmamm
'uamwmummmmamsumwmwmﬂ
‘msmmmxmmmummwmalw.mw
mmwumq
mbiznmnfmmmwrmmmumm
mmwmﬁmsuummmm“m;
~ The 1925 Legislature fixed an initial fund and sonuel fee
of $25,000.00 to be prorated among mwmmm
- e with tha Setie BE t ikne o Chate pUesier S’ TN
total value of all state property. This fund was not to
exceed $300,000.00, This was later increased to $1,000,000
and by the last Legislature to $3,000,000. Likewise, the

mxmmmmhammw”

w,gumamwhnamm '

mmemw thmwm tmh
be listed at current replacemen :

Loregon Revised Statutes, Chapter 278.
Zigteer to writer from Herry S. Dorman. QOp. cit.



equivalent to the amount of the bonded indebtedness
authorized for such construction., However, under the
changes made in 1953 such agencies are required to come
tribute to the Restoration Fund to an amount equivalent
to 20% of the appraised value., This is a echeme of
coinsurance particularly desirable for those risks which
exceed the capacity of our reserve, which would be inade~
quate to meet some potentisl million dollar losses of
‘buildings., Our fund at the presant time is approximately
$876,000,00, The total imsurable value of state properties
ag of July 1, 1954, is approximately $120,000,000.00. The
fund has proved adequate for all fire losses in recent
years, The cost of selfeinsurance as a rule 1s less than
private insurance for full coverage would be, barring a
major disaster in a concentrated rigk area, and the new
system of coinsurance will be helpful in that respect.
However, the coinsurance plan is not compulsory and many
state buildings ‘f' still covered only through our
Restoration Fund,

It will be noted above that the Restoration Fund is insuring
approximately $120,000,000 of state property and has only $876,000 n
reserve. It appears that this reserve fund is inadequate to provide the
necessary protection for a sound insurance program. The State of Oregen
owns buildings at the University of Oregon, Oregon State College, State
office buildings, and the State Capitol, any one of these as a single
risk would represent a greater insurable value than the balance in the
Restoration Fund as of June 30, 1954. The Insurance Laws of the State
of Oregon (Sec. 738.160) will not permit an insurance company to reduce

the surplus of its assets over its liabilities,? : iy
It appears that the legislature should either increase the Fund

by larger annual appropriations or provide for reinsurance on very large
or extra hazerdous risks, and thereby avoid any puubuutu of erippling
the Fund in case of any great catastrophe,

lpetter to writer from Harry S. Dorman. Op. cit.
21nsyranc gon, 1954, Sec. 738.160. p. 681.
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DEPARTMENT OF FINANCE AND ADMINISTRATION ¢
SALEM, OREGON PG

RESTORATION FUND - Summary Statement of
Transactions of Allocated Fund Balance
July 1, 1953 to June 30, 1956

Balances Allocated Reverted  Expended  Balances

7=1=53 6=30=54
Dept. of Agriculture § $ 72,39 % $§ 5000 8 22,3
Board of Control 482,35 N, el R
Forestry Depariment QMUN’ o &,009,17 3;“‘1" ‘ 3.”1-16 :
Game Department 5,806.26 .  1,829.36 96,26 Ssm.” . 2,304,81
:ru Department 6.83 503 i
lerest School 80,472.30 .MW - 16,753,60
Hospital 7,930.48 7,930.48 :
Oregon State College  25,050,00 14485.90 : zam.u 1,535.90
State Library 2,50 48,80 46,30 kT
Penitentiary 12,359.56 . 89,394.92 £8,397.50 13,356.98
Secratary of State gl 5.23 : e
So. Ore. College ; : : ' ‘
of Education 200,00 m.oo

Univ. T. B.s Hosp.

- $T63,111.51 sﬁ?‘m sﬁ"ﬁ%"‘o.u mtm

SCHEDULE OF CHANGES IN FUND BALANCE
Julyl.lmu-!m”. 1956

Balance 7-1-53 $850,634.48  $690,522.98  $160,111.50
Assessments Received 1200,000,00  200,000.00 '
Taterest om Investments 18,466,16 15,466.16

Discounts 23.063;93 23,063.93 ‘ :
Allocated to 6=30-54 (185,139.76)  185,139.7
Expenditures and Reversions  (212.733.38) W‘

Balances 6-30-54 QUG4S LIS

11954 Annual Report As Sent to the State Insurance Comuissioner
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DEPARIMENT OF FINANCE AND ADMINISTRATION ¢
SALEM, ORECON o

RESTORATION FUND - ASSESSMENT VALUES AS OF

wnm:
‘Total Values as reported A $110,737,435.56 :
Less 80% value of Insured mnm iy 125,201 41 £a R
Assessed Value 9 96,013,234,15

Private Insurance aanm $18,373,157.00
'L‘ent Values as reported o $.29,347,222.9

Less 80% of insured pmm : ___gw -

Total values as reported 15,462,514.76

Private insuvance carvied $5,812,524.23 . | o
TOTAL ASSESSED VALUES By pvy

In accordance with O, B, 8. 278.011 aum«mwtm nia
therefor above valuations remain the same as seat you, hmm
as of July 1, unammmwmmw



s&mw’?mxuumat&vmmmx’mw"
ammuuswrublurmwmwm«amﬁm
 or emergency reserve appropriation type. mammm '
abolished their funds or allowed them to lapse. mamm‘
mmmumumznawt«mw
mum;mmmazmmwwu‘
bear by the insurance interests of those states, ummmm‘
ﬁmmmmm:am follows: ‘

Golorads  The State of Colorado, by legislative enactment n
‘ mzs, set up 2 state~insuranceé fund which started mm&_im“ ia ms. |
The lav provided a leglslative appropriation to the Fund of §40,000
asnually, the reserve not to exesed §250,000, The value of state
propercies in Colorado was estimated at §$53,000,000. :

In 1927, & fire i Colorado State Agricultural cnuﬂ at Tort
Collins resulted in a loss of §105,000, At the time of the lose, m.zm ‘
worth of unexpived imsurance with private companies was t’nt&mﬁ m

" ing an uninsured loss of 386,000 with less than $43,000 in the state fuad,

ummmzemammsummmmwpw
~ ment of $80,000 fxom state M'_-m‘ the Pund was four years old,
the State suffered further loss ($250,000 to $300,000) at the State
mmuy at cm city, ’ i
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On Jamuary 27, 1933, the State Legislature abolished the 1-1. ‘
and i 1935 passed a bill which mede it legal to purchase private
insurance on state properties,! State property in Colovade is mm;lr
insured with private imsurance companies.

Igwa  1In 1897, lovs established a "Providential Coutingent
M‘mmmdmmwmuumummm
by fire, storm, and riot. mrummmmuaummm
*mmuuocuoo,Mbmny,mmmutulm
Mammmﬁthm. | :

Mmcdruuhsbmmtmwlymmanan
mdwummmmmmtlmuanumm
umumﬂmmmumm»mmmm. ;

nummmzxmamlmmxwmh;_ b
private mmwuwmamumwaam;

Hew Jexeey By m;uuuvo enactment in 1913 an xnnm M
was established, providing for en anmual appropriation of m.w unedl
umdﬂ.m.Mmuuhd mms,mmm;m f{";;’
of only $500,000, mmadmmawmmzymmmm o
used for relief purposes. smmwumwnt&mm'
wm«.

"m. Ceorge S. Op, git, p. 351,
21b1d. p. 53,
ibid, p. 5.
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Yegmont  The legislature of Vemmont e\c@lhﬁd_”n‘gagb :
insuranos fund 15 1919 with s $10,000 acaual sppropriatiss, Provisions
for this Fund were modified in 1930, Then in 1938, the State Emergency
Board dm $100,000 from the Fund te purchage private w u
fmprove the fire protection on public property, : S

At present, the State insures its property om mm
 polteies distxibuted emong the agents and brokers of the Seate,l

m muz&mawumm%%y
vithout legislative suthorization, o plan under vhich the State veuld
assume fire and tornado visks on state property, Mlutmw
considersble eriticisn and the program was abandoned in 1936,

The 1949 legislature again preseated o propossl for a State Five
Insurance Fund, butuuetmmhknmmlm-z ‘,

Other Programs  Other lnu-tmrnm fvmdl M lllw M
inaugurated and abandoned are: i

Rhode Island ~~ Inaugurated 1931 Abandoned 1938

‘Tennessee == mm 1905 Abandoned 1928

mm ~ Inaugurated 1913 Abandoned 1930
«= Inaugurated 1935 Abandoned 1936

2bid. pp. 50-55.
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Some cities and school districts have established programs of
self-insurance. The exact mumber at present is not known, but it is
small in comparison with those covered by commercial insurance. The
writer found only one Oregon city (Portland) which had ever established
a self-insurance program. In 1919, the Portland Public Schools
established an insurance reserve fund, but seven years later (1927)
abandoned the program and has insured with commercial insurance companies
since that time.

The ten~year studyl (1921-30) by the National Aseociation of Public
School Business Officials found that seven city school districts having
their own insurance veserve funds had total fire losses during that peried
of $318,684 as compaved to building valuation of $239,000,000 in 1930,

The second study? by the Association covering the period 1930-37 reported
losses of $651,000 in eleven self-insured city school dutdcu having
buildings valued in 1937 at $793,000,000, Referring to the latter of
these studies, the Association suggested to school officials that they »
compute the cost of insurance for seven years in their own communities
mmlmcumntyaﬂ"hmcuyummumzwam
hﬂttﬂnmumwmmntmdtm‘umam“

Inational Association of Public School Business Officials, Ccemittee on
Insurance Research, Insurance Practices in City School nuuuu.
Trenton, New Jersey, 1932,

%wmmdmummmutmm Cammittee on

Ingsurance Research,
Pemnsylvania, 1941.

31bid. P. S1.
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The Association was convinced that any such comparisen would reveal the
thtthMpHauthrWQmﬂm-m
mumu-numuw«mwmu&mmmmum
school districts would have been reimbursed.
thtumhuminauudmmpm.m,m
cularly if school districts naively assume that there are no operating
costs involved in a self-insurance program, and if they fail to
mm:emmmmmmmmummum
‘ages-and the natuve of risk that must be observed in fixing the extent
and the nature of the selfeinsurence program. mmam—
ing through the feasibility of self-insurance programs is provided by
mewuummmx'mmummammemn.
,mwmcawmuzmumymmmsm
m‘amodepudmdMs
1. The oumber of risks to be covered should be suffi-
ciently large to pemit the orderly workiag of the
law of averages.,
2. The amount of coverage on each risk should be small
and fairly uniform. The inclusion of several very
lavge rvisks will prevent the proper spplication of
the law of averages because a total loss involving
one of the larger risks might wreck the whole self~
insurance plan.
3. Extremely hazardous visks should be excluded from
the self-insurance plan and should be placed else~
where.
%4. Risks should be independent of one another., Theve
should be no conflagration or catastrophe possi-
bilities.
5. 1f a self-insurance fund is created, it should be

done gradually., Only a small portion of each risk
should be placed in the self-insurance fund each
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year until the entive risk is assumed by the fund.,
Until such time as the self-insurance plan has been
put in full operation, the balance of the risks not
included should be insured,

6. LtzﬂeWMﬁhﬂmﬂulmn
twenty-year loss record for any individual a&ty.

7. The reserve funds should be adequate to absorb
a large lose without bankrupting the eity. :

8. myuu-umammmamb‘udm
mathrmﬂm

There are current in the discussions of insurance some sharply
conflicting points of view concerning the feasibility and desteability
of self-insurance, whether a state, munieipal, or school district pro-
gram, ltmmmu:&usumumwumdw
move important issues raised by these conflicting points of view,.

it is pointed out by proponents of self-insurance that the cests
of self~insurance can be less than cemmercial insurance because the oper-
ummumukuywuﬁxm. Commissions and advertising can
be practically eliminated, for example.? A comparison of veported costs
of operation of stock insurance companies with those of state insurance
programs seems to lend credence to this contention. For example, the

‘Recommended Procedures for C
1941, Pe 30.

25coville, Wilber E. A State
§ & E00 LB Py 38 GOl

.....
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Insurance Caomissioner's Office in the state of Washington reports that
49 per cent of each prantun dollar expended in the state for Sive fnsure
ance goes to cover the costs of underwriting.! This figure is not out
of line with the experience of all insurance companies as reported in
Best's Mmm. For the 23-year paviod 1929«52, Best veports
mzmmmmmmm:mwmm
coste (excluding VWuu’ paid to clients) a&dm of 46 per
maamm.uﬁum.immutumm
profits.2

Reports from the state insurance programs indicate a much lower
ratic of opevating costs to insurance covevage provided. The operating
costs of seven of the nine state insurance programs for which these
data ave aveilable ranged from 4 per cent to 10 per cents

In considering the foregoing figures, it should be borne ia mind
that the commercial insurance and state insurance system cost figures
ave not directly comparable, There ave evidences that, in some instances
at least, the state insurance cost figures are not inclusive of all of
the costs of operation., Seme clerical and administrative costs are not
charged as insurance fund costs. Then, too, the state insurance systems
often do not carry the reserves which the commercial insurance company

lsmith, George D. Op. git., p. 16.

::;;t'c n::rmc Guide with m Ratings. New York: Alfred M. Best Co.
e Po B :



1%

w:..mummmmumnuuummmmm
dmmtbmotmuuumsumun&mwu
Whmymmuymlummha thuuuammm
state of Michigan suffered, as deseribed earlier tu“em study., A
major fire or catastrophe may well exhaust cbmmtuﬂaﬂm-
aftats otiber s Lergs bood tasus 60 o Largs dpptopriation by the
legislature.

~ Opponents of self-insurance point out the fact that insuvance is

- a highly complicated business requiring specialized skills and that

mm,mym.mtmthumum,hmtnwm
operate their own insurance programs, notwithstanding they have a very
largs, diversified, widely separated holdings. The larger campanies
such as General Motors, the railroads, elevator companies, banks and
chain stores which presumably could carry self-insurance recognize
mmmuumumwummummeu'
mmzw»mmmymmmm
abilities, Mm&w.uymwuwm.
mzmqumhmnmuemmmmmw
yond those described in the iasurance poliey, at a reasonable and
predetermined cost. '

Honetheless, many persons who have studied the costs of com=
mereial firve insuvance for public schools have concluded that a state
iynsie ol Laicinse SIS S116F & Ihiiedes narpin 00 Sat (nbmitions
vh&mdt&.mﬁu&lmmlmw;
sively then at present. Scoville and Morrison, reviewing the cost-loss



ratio for mmu in Colorado, recently asserted that "One of m
conditions seems quite evident, Insursnce companies mmnca
bhandaome profit or school properties are paying for someone else's
five lossess"} There 14 susfictent data sccumiated eoncerniag school

district fire insursnce cost-loss ratiocs to raise a question as to
vhether a state insurance program might not, vtchtmmm
an adequate insurance coverage.

}Itu.mwbymmcacuumm‘m
etotitanh Butter Jetphiiy sstevating fn losel sebasd ElAreiath. - Thy
reason thet if a state imsurance program were established, uniform and
syetematic policies of property accounting could be established.} The
M«MM«nuumua-mw.ma
‘hnuu engineer's office; u,ummumxammwc
mwmmuuu.mmaumwwmmuum
wmwawmu»mwmu“»m
sad the fvequency of sppeaisel. Is Eheory this weuld appeet to effew
some promise. There is no evidence of an objective mature to show
MMM‘MyNu.m. To some, the propossl
MleMﬂWMM““W.ﬂ“W
um»mmmmmxmmnmhmw :
~ gtate architects, mwumu-.usmum,m’
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planning who point up that wmimmﬁthsuw'
 architects appears not to bear out the expectations that a more
affective and less expensive job can be done by state architects,
That there is need for improvement of property accounting practices
among local school districts cammot be denied, Whether this improves
wment can be encouraged only, or even better, through a state insurance
Whm.mmbymabjnuwmauudm&wtm

48 avare.

x:uwmmu-uummmumm
’mmmuzmmwmummmm
Evidence in the present study does indicate that many districts ave
under-protected with rvespect to fire insurance. mumahjm:u
evidence, however, to indicate that self-insurance programs, state or
local, have provided more extensive coverage. It is entirely possible
that campletely adequate coverage for all public school property could
be assured by & program of self-insurance, particulavly state insutance,
involving property appraisal by state agents, but there is no objective
evidence to the effoct that this is necessarily the only or the best

way to insure adequate coverage.

te&:wumm:MMmMmmmtmh
Wummmmmmmmmmm
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{atevests of the sdienl distriet. A selfeinduvenie putgies, ¥ is
suggested, would not preseut this problem. This is no doubt true.
However, a self-insurance program is not the only altermative open to
boards wishing to avoid these pressures. Chapter III of this study
suggested that systemstic prosedures for awarding insurence business
would largely obviate these pressures, and specific illustrations were
given of the policies and practices of boards of education which have
been successful in this vespect., There would seem to be no compelling
need, therefore, for seli-insurance solely in order to avoid what can
be obvisted in some equally effective fashion. Certainly thare is no
objective evidence to suggest that cbandomment of commercial insurance
is the only recourse of the board which wishes to resist unwanted
pressures from insurance agents. In this comnection, it should be
pointed out that a self-insurence program with the mm
which it entails if it is soundly based, has sometimes presented o
very serious problem of management and safeguarding of the fund,

The pressures to diseipate the fund in ome way or another have in
same cases been overwhelming.

Many who object to self-insurance programs do so ostensibly on
the grounds that such a program represents an invasion of private
enterprise.l This is an argument raised whemever any public agemey

: lm. Geoxge 8. mm p. 58,



m/,
an:mjntMMmeymuunm.
ammmxyumwummmzmzmmmnumm
in the £ield. uumummm.mmammm
the uecessary protection at lesser cost by building up its owm
reserves, there would seem to be no resson to deny it this econcay

on the grounds of iavesion of private property. Much that the state
or municipality does falls in the realm of priwvate enterprise, such as
operating a garbage service, providing water for the commmity, ete.
Opposition to self-insurance on these grounds does not appear to be a
valid basis for objection.

Sumsary

Nine states ave currently operating state insurvance funds for the
puzpose of insuring public property against fire and the perils included
in an extended coverage endorsement. The state of North Cavolina insures
mymummwmmnm;mmmm
North Dakota, South Cayolina, and Wisconsin) imsuve all state property
a8 well as local school distxict property; and the remaining four states
(Florida, Kentucky, Michigan, and Oregon) provide for insurance of state
buildings but do not include those of public school districts.

Nine states (Colorado, lows, Mew Jersey, Vermont, Georgia, Rhode
M,m.m.um).auuummmmu
abandoned for e variety of reasons,
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The details of self-insurance programs in these various states
vary considerably. However, there ave some similarities:

1. Bach fund provides for a maximum reserve to be established.

2, The agencies insuring with the Fund are generally charged a
premium less than would be charged by a commereial company.
1f the premiums ave the same as those of a commercial
company, payments go into a general state fund after a
specified maximm reserve fund is accumulated,

3., Most of the state insurance funds provide for reinsuring
large visks with private insurance companies. Oregon is
the single exception since no veinsurance is carried on
any state-owned buildings.

An analysis of the experiences of the existing nine state insure
ance programs indicates that only Oregon and Michigan have suffeved
mm.pmumwpum:&muuam. Most of
the existing oau wﬂ}hﬂ pmtdd.mﬂhine }tm- W |
mmmWMLvuazlmmmm:uw
insurance. In Florida sad Kentucky where costs ave approximately the
same as for commevrcial insurance, substantial profits have accumulated,

Some eity school districts have established self-insurance
programs. The exact mumber at present is not kaowm, but it is small in
comparison to the mumber covered by commercial insuvance. As far as
could be determined, Portland is the only Oregon school district which
has attempted a self-insurance program., This program was abandoned
after a seven-year trial,
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 The National Association of Public School Business Officials
!m that several eity aehool districts have operated successful self-
insurance ptéwm' vith large premium savings to the school district.

Self-insurance (s hasardous because of ke posaibility of heavy

losses in a single year, especially in the sarly stages of a program

~ before adequate reserves have been established. A self-insurance
érmu for city school districts seems feasible only when the following
rules are adopted and observed:

1. The number of risks to be covered should be sufficiently
large to permit the orderly working of the law of averages.

2, The amount of coverage on each risk should be small m fairly
uniform. The imclusion of several very large risks will
prevent the preicr application of the law of averages b-mu
a total loss involving one of the larger risks might wreck the
whole self-insuramce plan.,

3. Extremely hazardous risks should be excluded from the self-
insurance plan and should be insured with a commercial

, insurance company.

4. Risks should be independent of ome another, so that there is
little possibility of losing all insured property in a single
fire.

5. Commercial insurance coverage should not be abandoned until
adequate uli-tmrm reserve funds have been provided.
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6., In fixing the level of reserves for a self-insurance program,
little dependency should be placed on a 10- or 20-year loss
record for an individual eity. ‘

7. The reserve funds should be adequate to absorb a large loss
without backrupting the city.

8. Any self-insurance fund should not be used for an» other

' purpose, |

_ There are some conflicting points of view concerning the feasi-~
bility and desirability of self-insurence vhether a state, municipal,
: _or school district program. The main arguments for and against self-
- insurance are centered around the following issues:

1. Relative Cost of Self-Insurance Programs
It is pointed out by the proponeats of self-insurance
that the cost of self insuramce can be less than commercial
insurance because the operating costs are much less.

The opponents of self-insurance point out the fact
that insurance is a complicated business and when opon“,l.:‘
without the experience of trained insurance executives, 5
the plan is likely to cost much more. As examples d this ‘
cost, they point to some experiences of nl!-etnmuu,', ’
which were unsuccessful.

Reports TOm the state-insurance programs indicate a
much lower ratio of operating cost to insurance coverage
provided. The operating cost of sevem of the nine state
insurance programs for which these data are available

o
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3.
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ranged from &4 per cent to 10 per cent of the premiums as

compared to an average operating cost .of 50 per cent of

earned premiums for all commercial insurance companies

for a 23-year period, 1929 to 1953. Many persons who

have studied the cost of commercial fire insurance for

public schools have concluded that a state system of

insurance could operate at considerable premium savings

to the public schools.

Improvement of Property Accounting in Local School Districts
It is suggested by some that a state insurance program

would encourage better property accounting through uniform

and systematic pouﬁu supervised by the state. The

appraisal of school property could be done by a state ~

3

agent, such as the state engineer's office. However, ,
there is no evidence in the existing nine state self-insurance
programs that shows these states have been able to umxm
these needed fuisru in school Mlu. That there is
need for improvement of property accounting practices among
local scheol districts cannot be demied, but whether this
improvement can be encouraged only, or even better, through

a state insurance th is not borne out by any objective
evidence.

Ensuring More Complete Fire Insurance Coverage of Public
School Property

It is suggested by some that a state insurance program
would probably insure more adequate fire insurance coverage
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5.
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of miu— school property. BEvidence in the preseat study
does indicate that many dilt:tcin are under-protected with

‘respect to fire insurance. However, there is no evidence

to the effect that a self-insuring prbn- is necessarily
the only, or the best way to insure adequate coverage.
Removing the Pressure on Local School Boards to Award
Their Insurance Businass on Some Other Basis than
Economy and the Well-Being of School Districts

It is true that school boards are often under considew
able pressure to award their insurance business on some other
basis than the interests of the school district. A self-
insurance program is not the only alternative open to
boards wishing to avoid or resist these pressures. Many
school districts have adopted policies and practices for
awarding their insurance business which protected them
against such pressures.
Private Enterprise and the Self-Insurance Program

Many who object to self-insurance programs do so on the
grounds that such a program represents an invasion of |
private enterprise. This is an argument raised whenever any
public agency embarks upon a project also being carried on
by private enterprise, particularly if private enterprise
was first in the field or is strong in the field. However,






CHAPTER VI
FIRE SAFETY AND INSURANCE COSTS

Fire u!o:yupub_uc school buildings is primarily important
because of reducing danger of accident or death among school children
and school persounel, but it is also important in reducing the economic
loss that destruction of school facilities represents. Since ﬂnub-
lihood of destruction by fire affects five insurance rates, a program
of five safety has as another cousidevation the reduction of fire
tmrmum.-ummmudmtmmm

mmmmmnm:mw-amm,
mm:zm.mautwuymuom.mmum
firves, the steps that may be taken by boards of education to insure
greater fire safety in schools, and reduction in fire ingurance costs.

Little recent data concerning loss of life in school fires is
available, The most recent report of the National Pire Protection ,
Association! covering the period 1930 to 1945 indicated however that
during that 1S-year period, 395 persons had lost their lives in

lyational Fire Protection Association., School Pires. Boston
mtu: 1“6. Pe 2. "
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31 different school fires, The most destructive of mmmw
an explosion in Hew London, Texas, on March 18, 1937, vesulting in &
1088 of 294 teachers and students. e

A review of the records in the office of the Oregon State Fire
wxmmmummuwmmxmnmam
mmmmmmmnmwwwtmumgw
of Ovegon.l mam‘mmmcumxm.m-om»
MMtumd«m.meudewm
having Jost his 1ife through a school five in Oregom.’

Causes of School Firves
The single most important source of information mﬂu the

causes of school fires ave the reports of the Natfonal Pire Protection
Assoctation. This Association does move than any other single organie
uunmaummemd!mwhm’muﬁd‘”uﬁq.
atihid of sadobing e sutont of five Bibesd. Thi et sesin pl il
Association's studies cover the periods 1928-1939, and 1930-1945, The
£irst of these studies included an analysis of 1,000 school fires ﬂm
in educstional institutions, ineluding public schools) and the pm-d
1,165 school fires occurring between the years 1930 and 1945, Many of
the fires considered in the latter study were algo included in the
earlier study. Cousequently ouly the findings of the most recent of
these two studies is included beve,
osm:.msnm.ehoqmmumysssmau '
detemmined and ave shown in Table XVIIL. %

Trabulated fmmwamurmmn,m ubm
B, Taylor, State Fire Marshall. Salem, Oregon: 194853, ‘




TABLE XVIIi

CAUSES OF SCHOOL Pirest
IN 565 SELECTED COMMUNITIES IN THE
UNITED STATES, 193045

Causes of Fires No. Pires  Per Cemt
| i

Misuse of electrical equipment ox
mu“m FE E 5 o ) 16“6
m ‘m.o‘.‘..006.0!0‘.0'.00‘000‘ lz.‘
’m w R ) 1:‘.:
.

oo"m‘ooqoohgncooocooobGanuoocy'

'“L” m m'o"‘a'o'l"coocio'--'o

L R T

Chimneys,
'm‘ ‘W’ ‘o'i‘o‘on‘p'cson.n.nnu
m M m.coo‘acobooo~-c»o--o'no
Rubbish

R O e
Ml“mv.‘0“o'oloit‘c'o‘oo'aQ’u‘to'o‘o'ao'o."a’u.cv
L‘MQ.‘O.!."I.I...‘O“..OIl.ltl'.’.
w.vcaoouooo.'l‘o'c'o‘;'n‘o'o‘o‘o'o'oo'.ccuo'c
m nMo‘o.-oocoallcooo.oob-o-o'oo
m mm' ‘“‘to'»'ﬁo‘oo'uoch'o‘--'c'a-lo-

! W ﬂﬂ ‘"lm L R RS
m “Mg m..wro‘o R
m m R R ]
m‘” m mm-'.'u'u.’.'---n.‘.

m ‘tuu“ LAAS AR R XS A R R R A S R R
mA R R A R R R S A A R R
Electrical power appliances.........eeeus
Fiveworks

R R R R L ‘z
; !MQ‘D'O" LR R R 565 1 lwto

X

survovenbLaGBURBRIBEEER
r

luunn rtﬁ Protection Association, 1946, ha.ﬂh P 28,

‘ ,Mhummamm-mxmoznumm
‘misuse of elestrical equipment or defective wiring and careless handling
of matches and eigarettes. Improper imstallation, handling, and upkeep
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 of heating equipment, chimeys, end flues ascounted for 14,7 per cent
 of the school fires. No less than 40 of the fires studied werecaused
from faulty lunule!mu wateridls, and careless ﬂlmdm
mha:ha.m:. \
Data fram the annval reports of the Oregon State Fire Marshall
indicate that fire losses among Oregon educational institutions result

m:mwmmmmmummumm\

wide tabulation. Table ' xmmmum.mmmm&u.‘%
the most important kaown csuses of fire in eduecational institutions vere
(1) hot matals, incloding electyical devices (17,5 per esat of votal 1688),
 and (2) elactricity or defective wiring (17 per cent of total loss).
 Overhested and/or defective furnace, bot ashes, snd coals, and open fires
aceounted for 10 per cent of the losses, as did matches and caveless
smokers. More than a fourth of the fires reported in Orvegon educational
institutions were from unknown and indeteminable causes.

o record is available to show the mumber of cases in which
faulty installation of heating facilities was the cause of firve, but an
examination of school building fire insurance rating sheets reveale
‘M}WMmmmpm«mmnumuaMtu
penalties placed on unsafe besting facilities. It is safe to say that
most school fikes ave the vesult of cerelessness and neglect aad a
mﬁqdmmmmmumummmm
given to fire safety. |



TABLE zm

cmam:a

1948-52

Amount of Per Cent
Loss of
Causes of Fires 1948-52 Total Loss
Hot metals, including electrical devices  § 227,300 17.5
Electricity or defective wiring 209,120 17
Overheated and/or defective furnace o
Hot ashes and coals, M open fives 122,200 10
Matches and Caveless Smokers 123,000 W
All other known causes 199,500 17.2
Total $1,230,220 100.0
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Two questions frequently consideved in regard to fire prevention
are: Where do the fires oviginate! What ave the danger areas? The
National Fire Protection Association study, previcusly referred to in
mm.mmummunnummmmm;
Of the 1,165 school fires included in the study, the place of origin was
definitely known in the case of 613, These data (Table XX) reveal
that the two aveas vhere most fires ‘mm: are: student areas (35.3 per
~ cent) Aul service areas (36,1 per cent), "

Ho comparable data are mmn‘m wf

Insurance Penalties
An investigation of fire insurance rating sheets shows that a

large part of the premium rate is made up of penalties levied because
of fire hamards found in the structure of the building and because of
the lack of fire protection.

The most coumon types of correctible penalties ave either
structural (i.e. lack of firewalls, wood shingle voofs, skylights, dormer
windows, floor openings, etc.) or other deficiencies (1.e. defective
wiring, unprotected heating unite, broken plaster, Ioekv of property
storage, or accumulation of combustible materials in or near the

mmu)‘. These latter deficiencies result in penalties which ave
known in insurance literature as "aftercharges.'}

lyiles defines aftercharges as follows: "After all of the
_ muumumm.%~muau be added for fire




TABLE XX

ROOMS WHERE FIRE ORIGINATED
IN 613 SCHOOL FIRES IN THE UNITED STATES

1930+45
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Viles! found that 30 per cent of the 500 grade and high school
mchﬁouwmwmmlwmumzm'_
bhazards, The average penslty for each of the buildings was 4.42 cents
per $100 of insurance carried, The following example of building
penalties was given:

The penalty for the
: may often
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it nineteen cents.
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e would
three~year policies., Since the
an addicional

| brick wal
these were ted, and was able
250 per year on iasurance cost,

" Sutud? Sads & case Study of adghy eity scbeel diatylbte fn New
Jersey to determine how to veduce insurance cost, Among the cases
studied, he pointed out the following savings:

City A  School NHo. 2. A 3.8 cent charge was made beceuse of
broken plaster. The building was insured for §95,000, An amnual saving
of $36.10 would result from repair of the plaster.

School No. 4. An anoual saving of $78.40 would result if the insure
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ance policy were corrected to proper rate. :
School No. 5. A 5 cent charge was made because metal ventilating
flues temminated in the attic. A saving of $32.80 in annual premiums
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School No. 6. 4n additional 10 cents was charged because of unsafe
storage of gasoline. An annual saving of $135 would result from the
~ removal of the gasoline cans from the building.

School No. 8, An annual saving of $500 could be achieved by
installing automatic sprinklers in the manual training room. Cost of
installation would be appromimately $200,

City B Ao annual saving of $58.99 would be achieved by adjusts
ing all schools to proper coinsurance coverage.

Building No. 13. An snnual saving of $424.73 would vesult from
installing automatic sprisklers. Cost of installation of sprinklers
would not exceed the anmual saving on premiums.

City E  School No. 9. An anmusl saving of $69.12 would vesult
mm@.munm. |

School No. 13. An annual saving of $36.96 would result from
repairing a defective gas conmsction.

School Mo, 20, An annual veduction in premiums of $145,80 would
result from cleaning up the building and placing metal under stoves.

School No, 40, Aymnycﬁlomummmdm
abgence of fire extinguishers. An asnual saving of $250 would result if
extinguishers were installed.

City 6 A possible $480 annual saving would result from an
appraisal of school property and an adjustment of the insurance program
in line with these values,

Siey H mmnumdm.u-mdmuzmmm
insurance policies for a five-year temm,
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~ Beach! reported that the Oyster Bay, New York, school system
reduced fire insurance premiuns by move than $875 by making changes
M#ﬂtﬁsﬁhﬂm&y#m( mmmwmwe
(1) Installation of fire doors to a boiler room saved $242; (2) Isolation
of the manusl traluing rooms saved $264; (3) lnstallation of adequate
.zmmumsm;mmmuanummum
8137, '

In the present study of Oregon public schoel fire insurance

,W,ummmmmmwumm'mmu
savings in insurance premiums by removing certain firve hasards or by
. installing facilities which provide better fire protection. Illustrative
«mmmmmummmm.ammz,

" Secinafisld umwmmmmmxvamuum,
Ovegon Pive Insurance Rating Burvesu recogaizes fire protection facilities
and gives a lover fire insurance rate where these factlities exist.
Rewing this to be tivs, the sehool dibiriaé purchesed o five twmek
thosdh Uk Ousgon Surplus Property Esstion. The teosk vas then Tomaed
to the Springfield City Pire Departmeat, which contracted to provide
'five protection for all of the Springfield Public Sehools, including
those which ave outside of the city limits. This one piece of equipe
_mmwmmumme«mmmm‘m.

Beach, Fred ¥, “Saving Thirty Per Cent on Insurance."
LOATE SOUrnac. Vol. LEXXII., June, 1931. Do 59.
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- Qakpidge The Oakridge school distriet hired an appraisal fimm
ﬁlmnmmulottumolmum:um
the insurable value, At the time of the appraisal, the insurance rating
Mmmmxmmmwmmmmwm
penaleies were removed. Through the vemoval of the penalties, & lower
insurance rate was secured, The saving on insurance premiums enables
the school district to carry the needed additional coverage at no
additional cost to the school distriect,

Cresusll  One of the most comwon causes for penalties seems to
be the use of wooden shingles, In 1952, the Board of Education of
Creswell Union Bigh School, Creswell, Oregon, was planning a new addition
to the high school building, which would raise the insurable value of the
structure to $220,000, The main classroom section of this building was

/| constyucted in 1941 with a cedar Mu roof, with a built-up composi~

tion roof on the gymnasium and library sectioms. The new addition was
also to have a builteup composition roof which carries a lower premium
rate than does the cedar shingle roof. After discussing the problem of
tnsurence ¢ost vith the loed] fasurance broker, it vas discovered that
the school district could replace the cedar-shingled voof at a saving

of $250 per year in premium rates. mwmt,wiehalo-mnu-

tenance guarantee, cost the school district #1,106. Over a 10=year
period the annual saving of $250 on insurance premiums will pay for the
new voof and will result in an additional saviug of $1,400,
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Arlington I 1950, the Gilliam County School Board submitted
the plans for the new high school at Arlington to the Oregon Insurance
Rating Burew and learned that they could save $150 amnwally in insure
ance premiums by placing the furnace room in a location away fvom the
classroom unit. The extra cost invelved in this change wae approximately

Qswege  This echool distriet has saved appromimately $750
annually in insurance premiums by requiring concrete floors in the
econstruction of two elementary buildings.

Portisnd  Portland Public School District has saved upward of
$4,000 annually in insursnce premiums a8 & vesult of structural changes
wvhich have been made since 1948. These improvements were all made in
the older buildings, which have continued in use., Among the changes

vhich brought about these sevings were: improved electrical wiwing,

fireevesistive roofs, and the improvement of stovage facilities.

Ontagio  School District 8«C was able to save move than $200
annually as a vesult of the city's placing a fire hydrvant with a four~
mwmmm.

. The nature of ingurance premfum savings available to school
districts is further illustrated by noting some of the reductions in
premiums resulting from reduction of specific hasards, as reported by
the Oregon Ingurance Rating Bureau:
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L. A 5 per cent veduction in insurance rates may be achieved
placing the heating wnit in a separate structure,

24 A S per cent veduction in insurance rates would vesult from
the uee of solid concrete and plaster walls.

3. The use of concrete floors rather than wooden floors would
‘_Mltutsmmtmmm'uuﬁ.

4. A single-story building with uo basement would vesult in

5 per cent reduction in rates, compared with a comparsble

mxstnmybﬁnﬁu'
mmnyh“tymmtmwunmhu
-mm,mwmmm.ﬂmu.wmm«un
doors. Some of the move comuon pemalties are levied against schools
vith wood shingle roofs, firtex valls, and with inadequate fire
protection facilitics furaished by the eity or fire district.

It is appavent from the foregoing illustrations that school
distriets can achieve substantial savings in insurance premiums and
‘provide safer facilities for Mm_by attention to structural and
matntenance details in the plamming and maintenance of school buildings.
Plag I E

Planning an adequate fire safety progrem for a school building
begins with the development of the educational and structural specifi-
cations for the building. For, as the specific illustraticns just cited
hnM.wmm-qmwam.wm:mh

.mm—gumwmmmmmum
- structure with what is known about fire safety in the school building.
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~ During the planning stages of any school building, there are

‘mmmmwMMmawumumaw
mumsmmymmnmmmmpmmmm'
which will insure the greatest safety within the limits imposed by the
"M'!mnmhumt. mouﬁwmmmamm,d
 education may turn are specified in the State Staadards or by law,
Board of Education, and therefore binding on the local school districts,
requires building plans to be submitted for approval to the State
Superinteadent of Public Instruction, as follows:

&u&mxphm!waummm.mwu

18 & new building, additions to old buildings or remodel~

ing, shall be presented to the Superintendent of Public

Wmumtt«nmmum
-mmmu:mmmwmmmmumm
Office is not primarily concerned with safety, he nonatheless has
interest in it, as he considers the imstructional soundness of the plans.

The official primarily responsible for the approval of building
plmﬂahmcuzmufntyumauurmml. He has
responaibility for inspecting and approving building plans with respect
86 onits and five oscapes. Do alsh has peoesl vesposaibility Ser the
elimination of fire hazavds in public school buildings.
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A thivd source of belp in this regard, and one often overlooked
by sehool boards, is the Oregon Insurance Rating Buresu. Besides the
genieral services of the Buresu, referred to in earlier chapters of this
study, the Bureau will also check proposed building plans for five risks,
and will supply the property oumer with suggestions comcerning ways in
which the structural features may be altersd to provide grester five
muymdwtlylmmum. When asked whether they
submitted their building plans to the Rating Buresu prior to construction
52 per cent of 88 reporting first class districts, 29 per cent of 157
peporting secend class districts and 17 per cent of the 151 seporting
. third class districts stated that they have dome so(lable XXI). This
is & service of considerable value to public schools. It is made
available either divectly or though the local imsurance agent,

Additionsl sources of assistance in plamning for fire safety
are the National Board of Fire Undervriters, and the National Fire
Protection Association, which have for meny years been studying problems
of school fire safety. Under the dirvection of the Committee on Safety
to Life of the National Five Protection Association, there has been
developed a Building Exits Codelwhich outlines the fundamental vequires
ments necessary for reasonsble safety to life in school buildings.
Mmmwwamhﬁumtmd

m tmhdiu fire protection autborities, architects, eagineers,

xits Code, m?;;“l Fire Protection Association. Boston 10,
Hide Do Jide




TABLE XXI

TO INSURANCE RATING BUREAU PRIOR TO CONSTRUCTION

bipls Districts Districts Districts
Number Not Submitting Submitting Not
District Reporting ‘ Plans _Plans Ansvering
e : : Per Per
4 o No. Cent ] No. Cent Ho.
‘ ~ L] 2 5 3 i V i
First :
vcuu &8s 38 43 46 52 4
Second
Class 157 79 50 45 29 33
Third

Class 151 46 30 25 17 80
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and school adainistrators, which found from a study of school five
sxperiences that substantislly all of the major losses of 1ife in
school fives in the past have vesulted from violations of ene or more
- of the eardinal principles of school safety as cutlined in the Building
Exits Code. '
' In considering the reduction of fire insurance penaltfes in
existing structures, information is available from all of the sources
just cited. The Oregon Insurance Reting Bureau, for example, Systemati
Myw‘ulmammhm»ummzmm
- rates, All deficiencies of the structure are considered, such as
exposures (high-rated risks near the school), location in the city, | '
water mains and fire hydrants, m-;umcqumcmmwm&'
mz.mummm(mmwmmm.
muemm.mmmmm and all other matters
which may affect the susceptibility d»mswm to damage or
dsbtasetion by five, Tha Rating Susesy will make aviiladle &8 iecel
- school districts rating sheets for each of the school district's
buildings, providing the board of education requests it. Data developed
in this study indicate that many school districts, particularly the
smaller ones, ave apparently unaware of the desirability of securing
these rating sheets. Only 74 per cent of 88 reporting first class
districts, 33 per cent of 157 reporting second class districts,and 16
mmd”lme%tﬂdclmmummwmtw‘
do so (Table XAII),



TABLE XXIX

OREGON SCHOOL DISTRICTS OBTAINING
RATING SHEETS FROM THE INSURANCE RATING BUREAD

Districts Pistricts Not Districts
Number Obtaining Obtaining Not
District Reporting t s € Sheets eri
Per Per
Ho. Cent No. Cent Bo.
X 2 ¢ VN 6
First : :
Class 88 65 7% 14 16 9
Class 157 52 33 99 63 6
Third
Class 151 24 16 90 60 37

81
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A Rating Buresu representative will, upon request of the board
of education, vevisit school buildings for a check of insurance rates
if the board has corrected some of the deficiencies previcusly noted
by the Bureau. This, too, 18 o Service that sehool districts should
be quiek to take advantage of as they endesvor to eliminate the
conditions giving rise to insurance premium penalties. |

umumm'mt&iuumimmmm
Five Rafioky plan is the salf<ingpostisn Dlank shish uss developtd By
the National Board of Fire Underwriters and which has been approved
and adopted by the Association of School Business Officials of the
United States and Canads, This blask has been included oo pages 184 to
186 dﬂ&aawy. It is highly recommended as a systematic guide to
the appraisal of the fire safety plan of the school district.

The important elements of a successful school fire safety program
are identified by Viles! as follows:

1. An avareness of the importance of five safety in school.

2. A knowledge of the nature and effect of five. ‘

3. The ebility to recognize fire hazards.

4, mmdmmmammﬂn
hazards, and for detection and extinguishing.

5. Untiring vigilance by all who have concern or
regsponsibilities in these aveas.

6. AWL«MIMMWWM%

Where the safety of childven is concerned, expense of improving
m!mu&wyuammcmumum’m. However, with
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SELF-INSPECTION BLANK FOR SCHOOLS
Prepared By
THE NATIONAL BOARD OF FIRE UNDERWRITERS
Chicago New York san ﬁﬁwa;éo_
Approved and Adopted by

THE ASSOCIATION OF SCHOOL BUSINESS OFFICIALS OF
THE UNITED STATES AND CARNADA

Endorsed by the
INTERNATIONAL ASSCCIATION OF FIRE CHIEFS

1f precautions are taken to minimize the danger of fire and to pro-
vide for safety im case fire occurs, real progress will be made in safe-
guarding life and protecting property. Intelligent thought and care in
practice can eliminate practically all fires within schools,

INSTRUCTIONS

Inspection to be made each month by the custodian and a member of
the faculty at which imspection only Items 1 to 20 need be reported.
At the quarterly inspection, a member of the fire department should
accompany the above inspectors, and the complete blank should be filled
out. The report of each ingpection (monthly and quarterly) is to be
filed with the Board of BEducation or School Commissioners,

Questions are so worded that a negative amswer will tnuéatg an
unsatisfactory condition.

Date
Name of School C!.ty
Class: Elementary § Junior High Seaior lllh
' Capacity of School? : “ Number now enro arolled
1. Are all exits doors equipped with panic locks? m l:but
tested each week to insure ease of operation? Do

these lock securely so that additional locks, bolts or mﬁ. au
not necessary? Are such additional locks open whenever
building is in use?

2, Are all outside fire excapes free from obstructions and in good
working order? Are they used for fire drills?

3. 1s all heating equipment, fncluding flues, pipes and steam Hm:b--
(a) in good serviceable condition and well maintained?
(b) properly insulated and separated from all combustible ueotul

by a safe distance?
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6.

7e

8.

9.
10,

11,

12,

13

14,

15..

16.
17.

18.
19.

20,

-
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1s coal pile inspected periodically for evidences of heating?
Are ashes placed in metal containers used for that purpose only?

li remote control provided whereby oil supply line may be shut off in
emergency?
Where is outdide shut-off valve on gas supply line?

Check any of the following Tocations where there are accumulations of
woste paper, rubbish, old furniture, stage scenery, etc., and explain
under remarks:---attic,. basement , furnace room,

stage, dressing rooms in coanection with stage, other locations

T+ the space beneath stairs free from accumulations or storage of amy
materials?
What material or preparation is used for cleaning or polishing f£floors?

 Guanity onm hand? ' ' Where stored?

‘hazardoys materials kept om the premises?

Are approved metal cans, with self-closing covers or lids, used for
the storage of all oily waste, polishing clothes, etc.?
Are approved metal containers with vapor-tight covers used for ifl

kerosene, gascline, etc., on the premises? Why are such

Are premises free from clectricnl wiring or equipmnt which is

- defective?

(1f answer is NO, cxphin under REMARKS,)
Are only approved extension or portable cords used?

:Are all fuses on lighting or small applicance circuits e! 15 amperes

or less capacity? ,
Are electric pressing iroms equipped with automatic hut control or
signal and provided with metal stand?
Are sufficient fire extinguishers provided om each floor so that not
over 100 feet travel is required to reach the nearest unit?
In manual training shops and on stage, 50 feet?
Have chemical extinguishers been recharged within a year?

Is date of recharge shown on tag attached to extinguisher?

Is building equipped with standpipe and hose having nozzle attached?

Is a large woolen blanket readily available in the domestic science
laboratory for use in case clothing is ignited? ;




Remarks (Note any changes since last inspection)

The !ollwug items to be included in each quarterly inspectionte=e=

21. Building construction: Walls Ploors Roof
No. stories No., classrooms

22, ¥Which sections of buildings are equipped with automatic sprinklers?

23, Are there at least two means of egress from each floor of the

building?

Are these so located that the distance measured along the line of
travel does not exceed

3 From the door of any classroom, 125 feet?

From any peint in auditorium, assembly hall or umn!.u-,

100 feet?

24, Are all windows free from heavy screens or bars?

25. Do all exit doors open outward?

26. Are all interior stairways enclosed?

27. Are windows within 10 feet of fire escapes glazed with wire ﬂuﬂ

28. Are manwal training, “domestic science, other laboratories and the
cafeteria so located that a fire in ome wiu not cut off any exit
from the building?

29, 1Is a smoke-tight projection booth, builé o.‘. incombustible unruh.
and vented to the outside, pravidud for the motion picture machine?

30, Are heating plant and fuel nﬁpply vooms cut-off from the main
corridors by fire-resistant walls, ceiling and doors?
31. Do all ventilating ducts terminate outside of building?
32. State type of construction of any temporary buildings im school
yard
33. 1s nearest temporary building at least 50 feet from main building?

34, How often are fire drills held? Average time of exit?

35. Are provisions made for sounding alarm of fire from any floor of
building?

36, Give location of nearest city fire alarm box

 How far distant from the premises’

Remarks
Ingpector Title

Inspector ‘ Title

Inspector Title
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e
respect to some deficiencies not considered particularly dangerous, and
yét resulting in an insurance penalty, the question sometimes arises as
to whether theve is justification in investing the funds to correct the
deficiency if the insuvance premium rveduction will be oanly very slight.
Several rules of thumb have been suggested as guildes to boards of
education in this matter, of which Buan's is illustrative, e suggests

that: :
Usually it will pay to make the change if the saving in
the annual premium is approximately tweaty ceat of
the cost of making the change....lt should borne in

mind that inspection bureau makes the vates and

that it is thevefore essential that that body be

satiofied with what is done.l ,

it should be borne in mind that five safety does not mecessarily
involve great empense. It does imvolve intelligent thought and action
anmwmﬂnu&qﬂmmﬁum
mua‘mmwiumwmwcm
life.

Sumpary

. Pire safety in public school buildings is primarily important in
M‘MM:&M&memmmwm
persoumel. It s secondarily important in that it reduces the economic
1oss resulting from damage or destruction of school buildings and

x&lm. F. L. "Economizing on School Insurance." w,
61:29, September, 1941. ;
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The extent and nature of school losses resulting from school
fires, both nationally and in Ovegon, the steps that may be taken by
boards of education to insure greater fire safety in schools, and
rveduction of insurance cost were considered in this chapter,

The best source of infommation concerning the cause of school
£ives are the reports of the National Pire Protection Assoeiation. The
_vecords of both national and Oregon school fire losses show that most
fives are the result of careclessness and neglect and a majority of them
 could have been prevented if proper attention had been given to five
safety.

An fuvestigetion of fire insurance rating sheets shows that a
large part of the premiums paid arve made up of penalties levied because
of fire hazavds found in the styucture of the building and because of
the lack of five protection.
| It is apparent from data preseated that many school districts
cen achieve substantial savings in insurance premiums and provide safer
facilities for children by attention to structural and maintenance
details in the plaming of school buildings.

The Ovegon Insurance Rating Bureau will check building plans
and make suggestions comcerning ways which the structural features may
be altered to provide greater firve safety and lower insurance rates.
The Bureau will also send the rating sheet on existing school buildings
upon vequest. These sheets show the penzlties assessed againgt each
building. Data presented in this chapter indicate that meny school



e

districts in Oregom, particularly the smaller ones, do not avail thems
'mmammmmw:um. |
Additional guides for the local school in improving its fire

- safety progrem ave available through the National Board of Fire
Underwriters, which has provided a self-inspection blank to guide

 school adainistrators in providing five safety in the schools.



CHAPTER VII
SUMMARY AND RECOMMENDATIONS

The value of public school buildings and equipment im Oregon in
1954 was $200,000,000. Alt.hw.h there is no state law requiring that
local boards protect the district against loss of this investment by
fire, local school boards must consider this one of their important

responsibilities,

Problem ;
The chief purpose of this study was to determine to what extent

and how effectively fire insurance protection is being provided by Oregon |
school districts and in what ways :hu protection might be secured more
effectively and more economically. It involved the development of
answers to the following specific questions:
1. What are the present policies and practices of Oregon school
| boards in administering the fire insurance program?
A. What provisions are made for administrative control of
the fire insurance program’
B. What provisions are made for maintaining an adequate
appraisal of achool property and equipment?
€. What provisions are made for the selection of insurance

companies and agencies with which to contract for
insurance?
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3.

ba

Erocedure
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D. What provisions are made for adapting the insurance
program to the needs of the individual local school
district?

How are fire insutrance rates in Oregon determined, and

to what extent do insurence rates for public sehool

buildings seem reasonable?

To what cxﬁcnt have self-insurance programs, particularly

gtate programs, entered the insurance field, and what has

been their experience! '

To what extent do fire hazards affect fire insurance rates

and how may local school boards reduce these vates by

reducing fire hazards?

Data for this study were secured from seversl sources as follows:

1.

2.

3.
Ge

5.

A questiomnaire returned by 396 of the 794 districts in
The 1953 audited annual reports of each district filed
in the Bureau of Audits in Salem,

State Fire Marshall's Reports from 19468 to 1953,

Oregon Insurance Rating Bureau statistics for
1948 to 1952 obtained in the Bureau office in Portland,
Oregon Mutual Insurance Association, McMianville.

The first step in this study was a survey of public school fire
insurance studies and other pertinent literature on fire insurance.



192 /
The second step was a pilot study of public school fire insurance in |
Lane County and the development of a questiommaire for use in the
state-wide study. Oregon laws were examined to determine the legal
requirements for the cperation of insurance companies. Court deci-
siong were also checked to determine the legal requirements of school
boards and echool officials in regard to the protection of school
gwney Finally, the Oregon Standard Fire Insurance Policy was
analyzed in ovder to show ehn need for school appraisals and for
adequate meountj.ns of school property and equipment.

The basic plan for this study was presented to the Oregon
Superintendents’ Association at their annual meeting in Coos Bay in
August, 1953. The study was also cleared with the state school
building consultant in Salem, and the support of the State Department
of Education was obtained.

In May, 1954, the questionnaire was seat to all superintendents
of first and second class school districts, all school clerks of third
class mu. and to the county school superintendents. The ques~
tionnaire was completed and returned by 91 per cent of the first class
districts, 86 per cent of the second class districts, and 30 per cent
of the third class districts. Of the 31 county school superintendents
{not including county units), 29 returned the qulumm and 17 wrote
personal letters expressing their approval and support of the study.

In June, 1954, the audited reports of each school district ia
the state,on file in Salem, were checked to supplement the questionnaire
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data concerning the value of buildings, equipment, the smount of five
insurance carried and its cost to the losal districts.

‘From data on file in the Oregon Insurance Rating Buresu in Portland
and €rom discussions with officials of the Bureau, the writer obtained
information and dzta concerning the costs of operation of stock insurance

- companies, premiums collected, and indemmities paid school districts for
the fiveeyear period 1948+52. From this same source, information was
secured mnm the operation of the uu@; Bureauy and its funetions,
bOEh the services offered losal school distwicts and those offered
{nsurance companies,

Similar data with respect to mutual insurance was secuved frem

the Oregon Mutual Insurance Assoclation Headquarters in MeMinnville.

Eindings

The total investment in public school buildings and equipment in
. the United States axcesded §7,500,000,000 1a 1949-50 and has increased
by wore than $500,000,000 each year since. To protect this investment
~ 4in school property, taxpayers spent over $30,000,000 for insurance in

| 1952, Of the emount expended, the greater portion was for fire

| Oregon public school buildings and equipment ave velusd at more
than $200,000,000. This investment is insured for $150,000,000 at en
ml cost in premiums of $1,200,000 in 1953.

uuny communities, the capital invested in school buildings
and equipment, together u;zh the cost °‘, operation, constitutes the
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they administer the program. Some of these boards sesk the
active assistance of a local insurance agent or representas
tive of the agents' association who serves the board in a
semi-adninistrative capacity.

Data from the 396 reporting districts indicated that some
Oregon sclweol districts have no adequate comprehension of
what constitutes insurable value in sehool buildings, and

hence can have no adequate appreciation of the extent of

insurance that should be carried. This may account in
part for the extent of over-insurance and uuder-insurance
of public school property in Oregon. Forty-two per cemt

 of the reporting districts defined insursble value as

veplacement value lcu‘mﬂum and depreciation, 22
per cent as original cost less depreciation and 9 per
cent 38 the original cost.

Important to the maintenance of an adequate imsurance pro-

gram is an up~to-date appraisal of property to be insured,

prepared by a competent person. An analysis of practices
in Oregon school districts indicates that meny school
distriets do not maintain up-to-date appraisals. Seven

of the first class districts (8 per cant of those respond-

ing) reported a continuing mn&n})., vhile 43 mm
of the first class districts, ”mmgdmm
elass dintricts, and 27 per ceot of the third elass _
dmmumhmnwimm!ﬂm-
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Mammmmmte!thnntmm;t
ummdtunwﬂﬁmeuuuu.au!mmd

’ mmmmn#eamummﬂm;

3.

mmmm.uummumm{
hqpmmummmmwmyﬂwmmw

: m,nmmumzwem, Smmdtu

\-.

Mw.wnmmzdmmﬁmm
are included,

poses is dependent upoa the skill of the person makiag the
mm,uu#mmmmmmm |
that welle-qualified persons be given :hu Mmm_
mmﬂmmmm»:hmdumm
mznmmuummww Mr
aamwmmmmmcn
Wumumuwm One hundred four
&mmwmammmm

46 districts raport that the superiatendeat of schools
doss the appraieing, In almost half of the weporting
districts (184), the appraissl function is veported as
being perforsed by the bosrd of educstion, usually

Boards of education are often under coneiderable pressure
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The more able school boards have developed n!mw
these pressures and have incorporated them in wﬁm‘mm
covering the bases of selection of insurance companies for
placement of their business., Data from Oregon indicates
that second and third elass school districts generally have
no such weitten policies, and ouly 26 per cent of the 88 first
class districts report written policies covering this matter.

As the bases ia,miwmu,rm services

rendered by the insurance company were veported by 50 per cent
of the firet clase districts and 29 per cent of the second

 class districts and 36 per cent of the third class districts,

T

smum.uumoﬁmm.
Personal acquaintance with the ageat was veported as
htuatumrot'wmnmmwd

 the third class districts (19 per cent) than either the

mmdﬂm(umme)wuutdmmmum

 cant).

‘mmummmmm;mumnm
'muMummlmmnmmmuy

: mumdymﬂuammmtunm;mtm

into the law of this state. Endorsements to this standayd
pcucyw:: tndapukmumm#m
school mmm. /The endorsement most often w ;n

'mbymmmcuutMMmm
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endorsement which provides coverage for direct loss by
windstorm, hail, explosion, riot, riot ;avttmding a strike,
civil commotion, aircraft, vehicles, and smoke. Seventy-
five per cent of the reporting districts are using this
endorsement.,

Coinsurance is the second most often used endorse~
ment by Oregon school districts, being reported by 69
per cent of the first class districts, 40 per cent of the
second class districts and 20 per cent of the third class
districts., Coinsurance encourages local districts to
maintain greater insurance coverage on school property,
since under its provisions, the higher the ratio of
insurance to insurable value, the lower the premium rate
per $100 of insurable value.

Provident school boards have learned that given amounts of
insurance can be purchased for less if the insurance contract
is drawn for longer than one year. Normally policies in
Oregon are written for omne, three, cr five year terms. The
annual cost of a given amount of fire insurance purchased

on a five~year term contract is 20 per cent less than the
same amount of insurance purchased on a one-year contract.
This is of significance in the prudent management of school
board funds., Of the 396 Oregon school districts reporting,

74 per cent purchase fire insurance on a fivesyear contract,

20 per cent on a three-year plan, and only 6 per cent on a



L

199

one-year plan. It would appear that more than one=fourth of
the school districts in this state are not following the best

business practices in this respect.

The two most important factors affecting fire insurance rates
in Oregon are: (1) thcl class of property to be insured, and
(2) the insurance class of the city's fire protngttca facie-
lities, Of these two, the first is the more important.
Fixing rates at a level which will serve equally well the
interests of the insurance company and of those it insures
is a difficult task. The fixing of variable rates in acord-
ance with the differing risks represented by various builde
ings so that each class of risk pays its fair share for the
protection it receives is a problem of considerable
importance, as well. Particular classes of policyholders
have often been concerned as to whether the rates for
insurance on their property were not too high in compari-
son with the risks involved., This has long been a concern
with school boards and others concerned with the management
of the school dollar. A comparison of the coste-loss ratio
for schools (ratio of reimbursement received from insurance
companies to premiums paid) compared with costeloss ratios
for other property has often been used as one measure of

the relative justice of the insurance rates charged school

districts.
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During the past 35 years several studies of these coste
loss ratios have been made, both nationally, and in individusl
states, These studies have concluded, almost universally, -
that school insuraunce vates were higher than warranted by :
fire losses suffeved. The National Association of Publie
School Business Officials found that for the periods 1921-30,
1931+37, and 1938+45, the average cost-loss raties for a
sampling of public school districts throughout ths United
States were 28.7 per cent, 26.9 per cemt, and 32.9 per cemt.
On the basis of these ratios, the Association concluded es
follows:

The fire insurance business of city school districts

yields stock companies upward of ten million dollars

in premiums collected ammmally. Their chazges for

this business are exorbitant., They do not intead to

do amything about it. School districts should seek

mmmmwmum.\n-nan i

other ways that are safe. . .

Studies of costeloss vatlos im New York, Ohio, Georgla,
and Colorado have shown substantially the same picture as the
foregoing national studies, An analysis made in this study
of the experience in Ovegon for the perfod 1948-53 indicates
that the costloss ratio for public schools of the state was
only 25 mmt; and that for 1953 it was omnly 13 per cent.

‘National Asseciation of Public smx )utuu muuu.
Insurance Committes: S : .

%ig Fm 1’”‘1 _-«‘ A it . -
mt 1 “ ”c 1&’160
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Mmthmmmmtam ratios of 50 per
cent for all property insured by all lusurance companies of
the United States as reported by Best for the period 1929353,
It will also bcmhd that the cost-loss ratios for Oregon
schools are lower than those found in the three naticanal
studies nfotu‘dmmxy.

One other measure of the risk represented by school
buildings is that represented by 2 comparison of the ratio
of fire losses to sound value of bulldings. According to
data from the State Fire Marshall's Office for the period
1948 to 1953, inclusive, this ratio for educational instie
tutions in Oregon was 4.6 per cent compaved with 6.3 per :
cent for mercantile and office buildings for the same period.
Best's Insurance Guide, mmwuuw publication in the
fleld of insurance, asserts that when the ratio of fire
losses on & specified clase of buildings to sound value of
Mhmmulmc&asmmt, that class of
m«mumﬂuvmamm&

The foregoing information relative to costeloss ratios has
led in some instances to & reduction in imsurance rates for
public school buildings. Where such reductions could not
be obtained, it has led in other instances to an effort to
develop a self-insurance program.

Nine gtates m.m’n’uawuomm
funds. North Carolina imsures only public school property
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through its state fund; four states (Alabama, North Daketa,
South Carolina, and wumnb) insure all state property as
well as local school district M; and the remaining
four states (Florida, Remtucky, Michigan, and Oregon) provide
for insursace of state bulldings but do mot include those of
public school districts.

The following mine states have abandoned state insurance
programs: Colorado, Iowa, New Jersey, Vermout, Georgis,
Rbode Isiand, Teomessee, Minnesota, and Montana. |

M anslysts of the anpavidnces of ‘the extstidg oing
iuutmmmwucummymu
Michigan have suffeved losses vhich could not be paid
from the accumulated reserves. Most of the existing state
programs have provided u!f.tatn:mm‘m
the buildings covered at less than the cost of commereial
insurance. Iu Florida and Kentucky where premium rates are
approximately the same as for commercial insurance, sube
stantial profits have accuwmlated.

Some city school districts have established self-iusurauce
 programs, although the exact mumber at present is not knowa.
xsmumx.m.amummm
omdbymlw. As far as could be determined,
Portland is the only Oregon school district which has attempted
.mz-mmg It was abandoned after a seven~year
trial, It should be noted, however, that the Natiomal



Association of Public School Business Officials’ studies did
report the successful operation of self-insurance programs ia
some ¢ity school districts.

Selfeinsurance programe for local school districts ave
hazardous because of the possibility of heavy losses in a
smm.mhluummlycm#chm
before adequate reserves have been established. Such 2 pro-
gram would seem feasible only when the following policies ave
observed: : '

(1) The: number of risks to be covered should be sufficiently
large to pemmit the ovderly working of the law of
averages.

{2) The amount of coverage on each risk should be small and
fairly uniform. The inclusion of several very large risks
will prevent the proper application of the law of sverages
because a total loes involving one of the larger risks
night wreck the vhole self-insurance plan.

(3) Extremely hazardous risks should be excluded from the
self-insurance plan and should be insured with a come

- merelal insurance company.

(4) Risks should be independent of one another, so that :
there is little possibility of losing all insuved property
tnaun;l.ﬂu; A

(5) Commercial insurance coverage should not be abandoned until
adequate self-insurance reserve funds have been provided.
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(6) In fixing the level of reserves for a self-insurance pro-
gm.um-mywupwenm-nn-'f
year lose record for au individual city.

(7) The reserve funds should be adequate to sbsorb a large
- logs without bankrupting the city.

(8) Any self-insurance fund should not be used for any other
purpose.

There are some conflicting polats of view concerning the
feasibility and desirability of self-insurance, whether o state,
mumicipal, or school district program. mmwm
and against self-insurance appear to be centered around the
following iseues: : |
(1) Relative cost of self-insurance

It is pointed out by the proponents of self-insurance
that the premiums under self-insurence can be less than
for comereial insurance beciuse operating costs can be
less. Opponents of self-insurance point out that dnsure
ance is a complicated business and when operated without
the experience of trained insurance executives, the plan

‘hlihlycohmuwd’qtn,htmwm.

mm.suwmmbMa
much lower ratio of operating costs to insurance coverage
provided. The operating costs of seven of the nine state
mmwmmuummum
veported to have ranged from &4 per cent to 10 per ceat



of the premiums as compared to an average operating
cost of 50 per cent of carned premiums for all come
mercial ingurance companies for a 23 year period, 1929
to 1952, Although it {s known that in some instances
state insurance programs bave not been charged by state
sovermmats with all of the coats of theis epeation,
still, the available data do give some grounds for
believing that on a statewide basis, it may be pos~
sible to pmm state dusurance at less cost than

(2) Improving of Property Accounting im Local School Districts

It is suggested by some that a state insurance pro-

- gram would eacourage better property accoumting through
uniform and systematic policies supervised by the state.
The appraisal of school property eould be done by a
state agent, such ag the state ensmur‘s office, Howaver,
there is uo evidence inm the existing mine state selfe
insurance programs that shows these states have been
able to accomplish thaw features in m
acecounting, m:m;cmcermzd.
property accounting practices among loeal school dise
kefate simist b6 denied, but vhether Chis' Sapeovient
mhmﬂﬂy,mmktw.wa
state insurance program is not borne out by any
objective evidemce.,



(3) Ensuring Move Complete Fire lasurance Coverage of Publie
School Property :

It is suggested by some that & state insurance program
would probably insure move adequate fire insurance cover=
age of public school property. Evidence in the preseat
study does indicate that many districts ave under
protected with respect to fire insurance. However, theve
ummmm«ﬁwtmﬁamﬁ-M-m
umuzhmh.umwtnymhl@nhmh
coverage. '

' (4) Removing the Pressuse on Local School Doards to Award i
Their Insurance Business on Some Other Basis than ,
Econcmy and the Well-Being of School Districts S

It is true that gehool boards are often under consider
mumumaarmmmunnmm
nwmummmmuuumm‘me. A
self-insurance program is not the ouly alternative open
ummw&m»uwuraaumm.,
Many school districts have adopted policies and practices
for awarding their insurance business which protected them
against such pressures.

(5) Private Enterprise and the Self-Insurance Program

Many who object to self-insurance programs do so on
the grounds that such a program represents an invasion of
private enterprise. M“&Mrmm
any public agency embarks upon a project also being
carried on by private enterprise, particularly if private
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Wmﬁn:in:h!uuau:’tmummﬁ
However, if it can be assured that states can achieve the
necessary protecticn against loss by fire at lesser cost, by
building up their own reserves, there seems to be no reasen
uény%mutﬁmmudmamﬁ‘
enterprise.

11, Fire Safety

Firve safety in public school buildings is primarily important
in reducing dsnger of accident or death among school childven and
Mml;uumnyd‘w,uchsgew
the econonic loss resulting from damage or destruction of scheol
buildings and equipment. It is appavent, too, meuwmtm
safety can be provided, the costs of fire insurance may be reduced.
It is for this vesson that an understanding of the cases of school
mﬁ-mmmormupmm'uam:aﬂtm.

mhz.mﬁmmm:ﬁcma_m
fires ave the reports of the National Five Protection Association.
Their vecords and those of the Ovegon State Pire Marshall relative
nmxmmmum;ymmmtmmk
the vesult of carelessness and neglect and that a majority of them
muummumammmm_mnu
fire safety.
| An exantnation of five insurance rating sheets shows that a
‘mwazmtmmmwmmmu



penalties levied because of fire hazards found in the structure of
the building or in its maintenance and upkeep, including the faile
ure to provide adequately for fire control provisions in the

building. :

- Planning an adequate safety program for public schools begins
vith the development of the educational and structural specifica=
tions for the building. During this planning stage, several agencies
are available to assist local district boards in insuring that they
incorporate what is known about fire safety in school constructiom.
The more important of these ave the Bullding Specialist of the State
Department of Education; the State Fire Marshall, whose primary
rvesponsibility it is to approve school building plans for their
mzymm;mmwuummmumm.

An analysis of the responses of reporting school districts in
this study indicates that many of them are unaware of the services
of this lastenamed agemcy. The Rating Bureau will check the builde
ing plans for safety and will supply school boards with suggestions
concerning ways in which the plans for the structure may be altered,
often at isen.uuam:mmmmmcummum,'
90 s to insure greater fire safety and hence, lower fire insurance
rates.

The Insurance Rating Bureau will also give to school districts,
WUk TORest, & Eating EMAeE Siktach Mellding, sheving MiNbiNg
mmummmﬁuu«mtmmmm‘
These sheets are invaluable to school districts in developing fire



safety programs. Yot an analysis of the data from reporting scheol
dtstricts in this study indicates that many districts are wnsware
of this service which is available to them free of charge,

e Of additional assistance to the local school board in a
systematic approach to the improvement of the fire safety rating

of school buildings is the self-survey form developed by the Nationsl
Board of Pive Undervriters and adopted by the National Association
of Sebool Dosimess Offfatels. This 16 suppheted as an sutvemsly
valuable aid to local districts.

It is reconmended that:

| mm:uumeetm:mmmmmmn

| c“dmuemwuhedﬂlnuummmm
fire insurance coverage more aconumically:

e mmttndumlmmuthmmmtd&
Mmmn insurance program written turahurmetm
boards throughout the state. &

B. mmam:mmmxm school districts

7 on matters of insurance.

C. The revision of the school districts' annual report forms to
'tumvm insurance policies, endorsements, and premium rates.
This would permit follow-up studies of insurance costs without
the tedicus, time-consuming search that is now required to
 secure these data. |
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3e

a0

The Oregon School Boards' Assoclation and the Oregon Adseciation of

District Superintendents appolut committees on insurance te continue
the study of insurance costs and problems of local school districts
“ H S ',..

The State Fire Marshall maintain a separate classification for public

~ school bulldings in his records of fires and fire losses.

| ."’.

tln diu mud in this study velative to the costeloss utmf ;

~ for publie school district fire insurance, be presented to the Ornu

5.

mkmnwmummmc that rates for public
school buildinge and equipment be reduced accordingly.
1f five tnsurance rates are not reduced for local school districts,

‘and the Oregon Assoclation of District Superintendents sesk legis-

lation valh a iui:a insurance program giving coverage to public
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APPENDIX A
LANE COUNTY FIRE INSURANCE SURVEY
THREE YEAR AVERAGES , 1948-51
PUBLIC SCHOOL DISTRICTS
i Buildings Insurance

Dist, District . and in Insurance

No. Name Equipment Force ~ Costs
1 Pleasant mu 137,349.50 - 58,318.16 . 602.26
& Eugene ‘ 4,468,271.32 4,478,036.33 34,456.64
16 Twia Oaks 7,700.00 4,333.33 78.85
19 .syrhsth“ 2,592,452.82 2,134,786.67 16,971.50
253 Latham 91,823.41 90,333.33 1,452.64
26 Saginaw 11,166.67 10,333.33 175.87
27 Liberty 4,466.67 3,400.00 115,08
28 vm‘ ‘ mim;m 86,509.90 1.MU£1
32 lhphm 267 ,500.00 - 267,133,33 3,540.44
36 72,000.00 56 ,000.00 867.62
- 43 mz 75,289.28 72,000.00 912.99
‘ “ Gmr‘l 3.5&.;@ : 2;&5@.0@ 2@;55
45 Cottage Grove 480,278.68 458,633.33 2,144,.28
48 Silk Creek 13,700.00 13,313.33 242.85
49 Deadmond's Fervy 833.33 800.00 37.32
52 Bethel 785,220.95 726,412.67 9,328.19
55 Ward 4,450,00 2,700.00 24.30
66 Applegate ©3,039.00 87,133.33 2,188.39
67 Fall Creek 51,000.00 47,543.67 873.92
68 MeKenzie 1372,557.74 307,000.00 3,721.63
6% Junction City 623,507.30 467,398.67 4,169.25
71 Lowell 176,952.55 138,033.33 3,267.63
75 Lomdon 64,907.29 60,866.67 956.29
76 Oakridge 546 ,634.00 431,566.67 5,950.44
78 Pine Grove 4,500.00 4,500.00 5.1
79 Marcola . 65,049.33 57,366,67 829.24
80 Lynx Hollow 5,966.67 5,833.33 40,39
84 Culp Creek 62,710.47 40,133.33 452.89
88 RNoti 40,000.00 35,000,00 523.78
90 Blachly 164,000.00 1364,316.67 2,554 .62
7J Florence 333,201.33 299,200.00 5,129.87
98 Lebleu 6,666.67 5,833.33 119.80
102 Linslaw 9,336.83 11,420.00 353.11
Deadwood 3,666.67 3,066.67 31.12
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APPENDIX A
(Continued)
- Buildings Insurance
Dist. District and in Insurance
No. Name Equipment Force Costs
165 Ryan : 17.07
1703 PFiddle Creek 1,333.33 1,166,67 14.79
177 Disston 45,333.33 32,000.00 351.12
186 Alvadore 15,000.00 14,000.00 133.75
191 Delight Valley 18,456.04 8,361.63 196.16
U«1 Pleasant Hill 73,333.33 59,274.26 1,359.93
U-3 Crow 25,113.67 28,166.,67 415,08
U~4 Elmira 89,534.87 102,000,00 1,394.33
U-8 Mohawk 80,866.67 63,782.33 850.98
U-9 Lowell 110,000,96 101,166.67 2,658.59
U~12 Creswell 97,540.00 81,833.33 1,060.59
U-14J Cottage Grove 509,562, 34 2,502,09
$13,361,90.73  §12,107,262.69  §122,836,20
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(Continued)

JARD OF EDUCATION e e
{. C. SCHWERING SUPERINTENDENT
v:‘:o-::;uson @reﬁ&e[[ %ninn %igh ﬁthnﬂl CL;\:;: SPENCER
:.o;t;::“:;nnom DisTRICT U-12 :
VM. D. TIEDJE ar”hd[’ @t’gm \/

May k4, 195L

Would you, as a superintendent, like a copy of a study showing what the
policies and practices of school districts in Oregon are with respect to
school district fire insurance programs and what this insurance program
cost the taxpayers on a cost-loss ratio? I have asked several superine-
tendents this question, and they have without exception asked, "How and
where can I get it?"

Even though some work has been done in this field, a complete study of
this type does not exist, But it will, if you and other superintendents
make the small investment in time which the filling out of the attached
data form represents,

If you will supply the infqrmation concerning your own school district,
the rest of the work will done for you, That is, all the data received
from administrators throughout Oregon will be tabulatedw--together with
additional information from the Bureau of Audits, the Fire Commissioner's
office and the State Fire Marshall 's office, This will make possible a
complete report to you concerning policies and practices related to school
district fire insurance throughout Oregone

Incidentally, the Oregon School Superintendents! Association and the State
Department of Education are aware of the need for this study and are
heartily endorsing ite In fact, Mre A, L. Beck of the State Department of
Education has asked for a copy of the study to summarize for forwarding to
every school board and school administrator in Oregone

Will youw, therefore, kindly complete the enclosed sheets at your earliest
convenience and mail back in the enclosed envelope, Your cooperation in
this matter will be sincerely appreciated,

Sincerely yours

Co Edwin Ditto, Superintendent
Creswell Union High School

CEDad

Enclosure
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APPENDIX B
(Continued)

CRESWELL UNION HIGH SCHOOL > ol
Creswell, Oregon

May 69 1954

TO SCHOOL CLERKS:

Since there nas heen considerable raise in the cost of operation
of public =~chioiz, the question of how to cut school expenses
has vee:xn an twportaut issve 2meng ail school boardse

One experse wilicn seems to be both impnrian’ and necsessary has
receivad much ciscuszion--the probiem \i n,aﬁcJ inTuprance.

There nac heen sone investigaiio o the typs=s of ‘ns:rance
programs which srnenes might use and tie reluted legal responsie
bilities ol boards o1 ecducation in the aduinistration of their
fire insurance progoams,

However, there isst1?1l neecd to define current insurance practices
in Oregon including “he cost-loss ratio in all districts over the
past iew years, Ir order to make this study complete and of
valua t2 schienl huerds, it is necessary to obtain lirsthand the
informatioa requestad on the attached form.

This study has received the endorsement of the Qregon School
Surerintendent’s Asscciation, and also of the State Department of
Educatlion:

Will ycu, therefore, kindly complete the enclosed gheets at your
earliest convanience and mail back in the encloged envelope. Your
cooperation in this matter will be sincerely appreciateds
Sincerely yours
Eihnin (M

Co Edwin Ditto, Superintendent
Creswell Union High School

CED:1lm



APPENDIX B
(Continued)

< LETTER TO
COUNTY SCHOOL SUPERINTENDENTS

Inclosed 18 a copy of a letter and data form which was
~sent to the administrators in esach first and second class
districts throughout the state and to some school clerks
in the third class districts. ,

. Since thcn probably will not be a complete return
on l.ll school districts, however, I should appreciate
it very much if you would £111 in all questions on which you

“have available information., Questions 2 through 5 and
- questions 19 through 20 are especially important to this

. study.
| Sincerely yours

C. Edwin Ditte, Superintendent
Creswell Uniom High School

ALL QUESTIOMNAIRES
As president of the Oregon School Superintendents, I
_urge your fullest cooperation in the filling out of this
data form so that Mr. Ditto can complete this vital study.

Paul 8. Elliott, Superintendent
Oakridge Public Schools



APPENDIX C

INSURANCE TOTALS

BY COURTIES

Value of Value of Total Amount of Fire
County Buildings Furn, & Pix. Value Insurance Carried keceipts Disbursements
Baker $ 1,501,933.16 $ 236,094.57 § 1,738,027.73 § 607,050.00 $13,161.33 $ 21,126.96
Benton 2,962,871.72 470,040.53 3,432,912.25  3,242,950.00 22,568,99
Clackamas 11,080,809.24 1,651,721.51 12,732.530.85 12,569,533.19 3,157.88 81,483.54
Clatsop 3,504.454,39 567,602,82 4,072,057.21 2,218,723.00 1,360.31 28,248.13
Columbia 3,313,525,29 500,251.69 3,813,776.98 4,086,513,19 66,882.96 (fix. charg.)
Coos 5,926,143.73 820,447.95 6,746,591.68 322,750.00 263.49 44,733.42
Crook _
(county unit)l,325,308,28 328,122,35 1,653,430.63 1,400,833.28 200.59 6,857.46
Curry 972,122.10 167,415.47 1,139,537.57 402,856,00 9,930.70
Deschutes 2,819,627.33 499,146,50 3,318,773.83  3,802,468.25 26,817.88
Douglas 4,431,735.29 625,1464,79 5,056,880.08 3,414,188.07 100,502.07
Gilliam 680,000,.00 170,000.00 850,000.00 7,997.80
Grant 956,676.00 134,113,00 1,090,789.00 1,070,400.00 11,639.00
Harney 822,461.57 119,300.08 941,761.65 871,207.55 16,930.32
Hood River
(Co. unit) 966,237.00 104,288,04 1,070,525.06 1,365,294.04 10,795.17
Jackson 5,191,339,41 865,898,92 6,057,238.33 4,160,163,50 82,300.00
Jefferson 1,305,939.07 326,484.76 1,632.423.83 : 11,822.68
Josephine  2,018,631.85 582,657.26 2,601,289.11 1,728,005.00 8,495.19
(00. unit)
Klamath 4,956,072.92 755,744 .64 5,711,817,56 4,704,630,00 21,743.92
(Co. umit)
Lake 1,190,860.17 182,842.71 1,373,702,88 1,138,605.11 5,685.09



APPENDIX C
(Continued)
- Value of Value of Total Amount of Fire In:
County Buildings Furn. & Fix, Value Insurance Carried Receipts = Disbursements
Lane $ 21,686,945.73 § 2,834,418.85 § 26,521,364.58 $ 20,814,250.338 $ $ 155,911.81
Liacoln 2,566,435.59 201,181.98 2,767,617.57 2,180,955.80 14,027.78
{Co. unit) : ,
Linn 1,145,093,.32 149,554.15 1,294,647.47 1,593,500.00 13,527.66
Malheur 3,741 ,880,54 350,151.76 4,092,032.30 3,240,173.95 11,031.02
Marion 10,542,178,98 1,840,256.20 12,382,435.18 13,609,351.70 2,160,56 18,450.00
Morrow 845,053.16 144,516.25 9869,569.41 958,100.00 6,897.73
Multaomah 9,003,968.12 1,133,589.06 10,137,557.18 - 3,748.04 76,078.72
‘Portland 31,823,395.00 3,588,874.00  35,412,269.00 31,871,043.00 45,000.00
Polk 2,170,566.87 287,483.36 2,458,050.23 2,079,686.5 14,122.67
Sherman 829,581.14 146,8&91.21 976,430.35 944 ,000,00 4,645,72
Tillamook 1.3.21.76@.02 141,670.00 1,263,430.02 2,250,546.00 11,084.85
Umatilla 5,114,834.34 673,925.58 5,788,759.92 4,748,606.75 44,144 ,52
Union 2,773,077.75 643,094 44 3,416,172.19 4,491,350,00 17,693.66
Wallowa 914 ,754,00 119,079.26 1,033,833.26 951,950.00 9,804,550
Wasco 1,051,639.02 136,701,.53 1,188,340,.55 1,871,105.00 106,13 7,505.32
Washington 8,639,643.26 1,370,176.84 10,209,820.10 8,792,864.50 60,190.25
ﬁ!‘l;: ,099.00 lm,MQ 509,000.00 : ¥ ; s’m.m
163 %.713.% % .3%.57 87,347,052.13 148,554,261.87 .24 ,158.33 1,119,%.&6
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