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PREFACE

Elected trustees of all the school districts of Arizona face a 
common problem, and one they share with the governing boards of school 

districts throughout the country— that of the protection of school 
district property from the various hazards to which it may be exposed. 
In addition to the tangible physical property, such as buildings, 
vehicles, furniture, and fixed equipment, the school board must 
provide for the protection of its actual fund of cash, which might be 

jeopardized by the claims of persons who have suffered damage or 

injury caused by school activities, or might actually be stolen, 

misplaced, or misappropriated.
The method of protection that comes to mind immediately, and 

the one most extensively used, is insurance in its various forms. 

Insurance can be purchased to protect the school district financially 

against most of the risks to which its property is subject. Many 
studies reveal, however, that schools are not getting value received 

from the kinds of insurance they commonly purchase, and other solutions 

are sought from time to time by persons interested in seeing that the 

schools derive the utmost benefit from every dollar spent.' This study 
will explore various methods by which school districts may obtain a 
reasonable degree of protection for their properties, while giving 

thought to value received for the protection paid for.

The problem appears to have three general aspects:

1. Ascertaining the value of the property.
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2. The degree of hazard involved in its ownership, management, 
and use.

3« The possible methods of protection against these hazards.



CHAPTER I.

ASCERTAINING PROPERTY VALUES

General

In order to make intelligent decisions about suitable methods of_ 

protection for a school district's assets, the/governing board of the 
district must know what those assets are worth. Even the most funda- 

mental question— whether or not the district itself should assume the 

risk— can hardly be answered sensibly without knowing the values with 

which the board is dealing. - -

It has been the unfortunate case in many school districts' that 
haphazard methods of arriving at values have either caused the district

to bvez>-insure, 'sometimes up to three and four times the value of the
V " ' ./. v.;:

property, or to grossly under-insure, without recognizing the-need and 
. 3.0- 3 ,5

being unprepared to provide for property replacement from other sources.
3 . ‘0 1 .'V:

Lura has made an extensive study of the adequacy of insurance 

coverage in school districts. One compilation of his gives data on the 

adequacy of insurance protection for school districts in one state 
where 589 school fires occurred in a twenty year period. The results 
of the study are shown in Table I, on page 4« The most surprising

thing revealed here is perhaps the case of the district which had 

been carrying an insurance policy for four times the value of the 
building insured. - One rather expects to find under-insurance, but 

hardly such an example of over-insurance. It is probable that this
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TABLE I

DATA ON 589 SCHOOL FIRES OCCURRING IN ONE STATE 
DURING A 20 YEAR PERIOD

Ratio of 
Insurance 
to Value

No. of Bldgs. 
Insured at 
Each Ratio

Percentage 
Insured at 
Each Ratio

No. of cases 
Contents Ins.
at Each Ratio- v , . ■: .

Percentage of 
Contents Ins. 
at Each Ratio

0% 79 13.53% 294 52.03%
5 .... 3 .51 . 1 .18

1 0 3 .51 7 1.24
15 4 . 6 8 8 1 . 4 2
2 0 : 5 . 8 6 1 0 1.77

.... 25 5 . 8 6 9 1.59
30 19 3.25 5 . 8 8

35 32 5.48 31 5.49
40 25 4.28 2 6 4 . 6 0

45 23 3.94 2 .35
50 64 1 0 . 9 6 56 9.91
55 _ 40 6.85 1 1 1.95
6 0 6 6 1 1 . 3 0 15 2 . 6 5

65 6 6 1 1 . 3 0 2 6 4 . 6 0
70 43 7.36 8 1 . 4 2

75 33 - 5 .6 5 . : 15 2 . 6 5
80 21 3.59 6 1.06
85 18 3.08 3 .5390 8 1.36 3 - ' ; .53
95

i
.51 1 .18

100 3.42 24 4.25
115 . 1 .17 0 0
120 1 ' .17 • 0 0
150 0 0 1 .18
160 0 0 - ■■■ 1 • .18
190 0 0 1 .18
200 1 .17 0 : 0
275 0 0 1 .18
4 0 0 1 . 1 7 - 0 0

584* 9 9 .9 6 % 5 6 5 * 100.00%
*Five cases concerning buildings and 24 involving contents were 

not included because of lack of information.

1. See page 5
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condition was corrected, once it was brought to light by the fire 

which occurred, but it is evident that this school district was• ■. 
paying four times -as much in premiums as the protection value it 
was receiving, either through carelessness or.gross ignorance as to 

property values. . ; . ' , ■ . : :v ' • .
In 79 cases, less than five per cent of the value of the building 

was insured. In many cases, this meant the carrying of.no insurance 

at all, and this was probably by design in a few instances, the school 
board having,looked into the possibilities of damage or.destruction 
by fire and having decided that insurance protection was too expensive. 

In far more cases, however, it is likely that the district carried 

protection amounting, to two or three per .cent of the value of the 
property because no one bothered to check the insurance coverage 
against values. "" '

Property Values and Co-Insurance

; - ;Most school districts have some form of co-insurance clause in 
their property insurance policies. Where the co-insurance clause is
used, the district is required to keep its property insured against

-fire and other hazards included in extended coverage, and to maintain 

that coverage at or above a certain percentage of the value of the 
property. In return for agreeing to do this, the district is given

' rw;
' v7. .v

1. C. Lura, "School Fires: and Insurance". School Executive.
August, 1938, pp. 581-2.
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a reduction in premium rates. If insurance drops below the agreed 

percentage, and there is a loss, the district is regarded as a co

insurer for the difference between agreed and actual coverage, and 
the amount of the loss, even though it be less than the insurance 
carried, is not paid in full. Instead, the district must bear a 

share of the loss, to the proportionate extent that it is a co-insurer.

Co-insurance will be dealt with more fully later in this paper, 

and it is only touched upon briefly here to illustrate the importance 
of knowing accurate values when insuring. Full advantage cannot be 
taken of this extremely common type of insurance coverage, which might 

result in substantial economies to the district, unless the value of 

the property is known and kept up to date.

Existing Practices in Valuation of School Property

In studying Pennsylvania school districts, Steinhauer found that 

the methods of ascertaining the worth of school property varied 
greatly. In six selected counties, containing 1?6 school districts, 
there was the following variety of methods:

"Appraisal" by the entire school board - 74 districts

" by a member of the board - 13 districts
" by a committee of the board - 12 districts

" '• by the superintendent and
the board — 2 districts 2

2. Milton H. Steinhauer, Fire Insurance on Public School 
Property in Pennsylvania. Philadelphia, University of Pennsylvania, 
1939, p. 28. ,
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; "Appraisal*1 by an insurance company

appraiser — 51 districts
M by an appraisal firm - 11 districts
" by the board and insurance 

- appraiser . - 4 districts
" by an insurance agent" ’ i 3 districts
" ,  by an architect - 2 districts
" by the auditor and the board- 1 district

by an underwriter's - . v. i
inspector - 1 district
by an engineer - 1 district

by a local contractor - 1 district

176

Only eleven districts, or slightly more than six per cent, 

employed the services of an independent, qualified appraisal firm 

to value their properties. .Some of the others may have gotten a 

close estimate of the value— those who got their figures from an 
architect, engineer, or local contractor probably had a fair idea 
of the exact replacement and insurable value of their buildings and 
other assets, but they could not be sure, because they did not call 

upon qualified, professional valuation engineers, whose business it 
is to examine a building or piece of equipment in minutest detail and 

calculate its value, using the latest figures on cost of construction 

available.

Steinhauer's study disclosed that more than $0% of the districts 

gave little attention to the appraisal of school buildings, which, he 
says, " # # * in the light of the 80% co-insurance coverage carried
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by most, is not sound business practice".
Another study, this one taken in the State of Washington, at a 

more recent date, follows a similar pattern. The Bureau of Govern- 
mental Research and Services at the University of Washington made this 
survey, and the results are shown in Tables II a, II b, and II c, on 
pages 9 and 10.

According to Table II a, the appraisal method of determining 
value is utilized by 170 of the 285 districts replying to the question
naire. Even if all 170 districts got a true appraisal, which is hard 
to believe when one looks at the various sources of the appraisals 

shown in Table II c, there would still remain 115 school districts 

whose trustees guess at the worth of the property which it is their 

responsibility to-protect*------ ---- ---  - ..
The figures on frequency of valuations disclose that only 105 of 

the 204 districts replying, or slightly more than half, make any 

attempt to value their property even as frequently as once every two 

years. It is somewhat naive for a school board to imagine that it 
can review the values of its assets every three to ten years and 

still have an accurate current picture of its worth. A glance at 

Table III, page 11, will give the reader an idea of what has been 
happening in building costs in the United States since early in the 
century. Looking at only the last three years shown in the table, 

it is evident that a building constructed in 1946 at a cost of 

$100,000,.when the index number stood at 322, would have cost $152,000

3
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TABLE II a

9

METHODS OF DETERMINING INSURABLE VALUES 
IN WASHINGTON SCHOOL DISTRICTS

Appraisal Method 1 7 0

Estimate Method . 97
Both Appraisal and Estimate 1 6

Using No Method 2

• - ■ : : r

Questionnaires Returned 285 ;/:•

4
TABLE II b

FREQUENCY OF VALUATIONS IN WASHINGTON SCHOOL DISTRICTS

Every Six Months 1 

Annually 39 

Every 18 Months 32 

Biennially 33 
Triennially 4 4  

Every Four Years 1  

Every Five Years 12 
Every 10 Years . 2 
Irregularly: ' ;• 40

Questionnaires Returned 204 4

4. Bureau of Government Research and Services, Fire Insurance 
Coverage for Washington School Districts. Seattle, University of 
Washington, January, 1951, pp. 3-4.
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TABLE II c

10

SOURCES OF APPRAISALS OR ESTIMATES 
IN WASHINGTON SCHOOL DISTRICTS. ...

. ... —  - - ~ .. — -.. 1̂..
Architect and Estimator from 
Contractor 1

Architect and School Officials k

Building Contractor 15
Commercial Appraisers 57
Commercial Appraiser and Insurance 
Company - 2

County Assessor 1

Department of the Interior -'V 1
Insurance Agent and School Officials 27

Insurance Broker 3

. Lumber Company : ■ 1

Real Estate Company !2
• Real Estate Company and Contractor 1

Representative of Insurance Company 71

Representative of Insurance Company 
and Local Insurance Agent 2

Representative of State of Washington 3
School Officials (alone) 31

School Officials with Various Others .9.
Surveying and Rating Bureau 4

\ ; Questionnaires Returned . 251
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FACTORS IN BUILDING COSTS, USING 1913 AS 100%

6
TABLE III

YEAR FACTOR YEAR FACTOR

1913 100% 1931 178%
1914 98 1932 155
1915 101 1933 150
1916 116 1934 l6l

1917 143 1935 1 6 2

1918 177 1936 170

1919 229 1937 198
1920 283 1938 199
1921 2 1 6 1939 200
1922 200 1940 204

1923 224 1941 217
1924 222 1942 241
1925 217 1943 252
1926 217 1944 2 6 1

1927 217 1945 271
1928 217 1946 322
1929 217 1947 430
1930 200 1948 490

6, Elmer W. Stanley, "Your School Building Values and Insurance", 
American School Board Journal* October, 1950, p. 38.
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to replace in 1948, when the index was 490. Any board predicating its 

1948 program of insurance-on 1946 values or costs of construction 

would be woefully under-protected.,.' , , . -
The indications of haphazard valuation practices are not con

fined to one or two states. .There are many other references to 

inadequate procedures in existence in other places. A Georgia school 

principal is authority for the statement that many Georgia public

school systems:spend as much as 14% of their budgets for insurance,
7

but protect only 40% of their property values. In North Carolina,
the Franklinville High School was insured in 1950 for #50,500, which

the board apparently considered adequate. When engineers from the

State School District Insurance Fund inspected the building, they

recommended that insurance coverage be increased to #194,000, because
of the value of the building— an amount nearly four times what had

been previously carried. It is fortunate that the board heeded this

advice, because the building burned on January 1, 1953, and the loss
8

of #194,000 was paid to the district within a few days.
Among states which have insurance funds for the protection of 

school and other public property, practices also vary. In three 

states, there is a provision for annual appraisal of property. These 
are Kentucky, Oregon, and Michigan, none of which insures school 

properties. In North Dakota, which does insure school property. 7 8

7. Ernest R. Anderson, "School Fire Insurance Premiums and 
Indemnities in Georgia", American School Board Journal. August, 1941, 
P. 58.

8. Thomas B. Winbome, "Optional Fire Insurance", Nation's 
Schools. October, 1953, pp. 47-9.
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appraisals are biennial. , Florida, insuring only state property, . 

appraises new property when acquired,. or "when there is a decrease 

in the value of property". In Alabama, Wisconsin, and North and 
South Carolina, .all of,which, provide for insuring school property 
in a state insurance fund, no time is specified for the appraisal of 

public property insured in the fund. ' ; ir ; ; j
It is apparent that no consistency prevails in the methods used 

by various school districts in this country for arriving at sound 
values for their properties. Even where state insurance funds exist, 
whose practices might be expected-to-be codified and definite, the 

picture is not .good. - Four of the funds make no,provision at all for 

appraisal of the property they insure. . The school board, however, 
cannot rely on the fact that.negligency in valuation practices is 
common to excuse it from its responsibility in this direction. To 

do its complete job in an adequate manner, it must establish satis

factory procedures to determine the worth of the. public .property 
entrusted to its care. - - . - ... .. ... . ^

Recommended Methods of Property Valuation

... For a school district of any size in the State of ,Arizona, the
only sensible method of valuation is appraisal by a- competent appraisal 
engineer. Such a firm or individual gives the school district - 
impartial service— he has no insurance to sell, and therefore will 

not err on the side of, generosity in assigning .values. He is. not

9. Fire Insurance Coverage for Washington School Districts. 
op. cit., p. 4.



>a'member'of the board, and will have no tendency to cut the valuations 

in order to save a few dollars in the budget for insurance. The 
service he renders to the school district is as near to being completely 
objective as anything can be which depends on human beings to operate.

In Appendix A of this.paper are reproduced several representative 
pages of the appraiser's, report on the buildings and other assets of 

Tucson School District Number One," completed in 1953. A study of 
these pages will indicate the method of approach of the appraiser to 
the problem of valuation of the property. Every detail of the type, 
age, quality and condition of each building is taken into account, 

and the value of the building is determined by using the current 

construction costs of each phase of the construction of the building.

The professional appraiser does nothing but this work,; and he keeps 
his reference data up to the minute.

The cost of such a professional appraisal as the one which,was 

done for the Tucson schools is a negligible factor compared to the 
savings which might be effected in a major insurance claim. The Blake 
appraisal, parts of which are shown in the appendix, cost the school 
district $6,500. As can be seen from one of the exhibits in the 

appendix, there were values.involved in excess of fifteen million 
dollars. Later in this paper; some results of not keeping the agreed 
amount of insurance in force under a co-insurance program will be

studied, and it will be readily seen that.a fee of less than one-half
1 . - > ; _ • ■ ; •
of one per cent to keep valuations accurate would be one of the best 

bargains ever offered to a school district.
Melchoir is the source of the statement that the actual cash

14
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value- of the property at time of destruction is the basis for adjust

ment of losses, and that scientific procedure in the appraisal of
10

school property is therefore indicated. Many writers of treatises 

and periodical articles on the subject agree on this, and most 

recommend the keeping of a perpetual inventory oh insured pieces of
. . . . . .  H

property, just as a stock inventory might be kept. •

It is true that a small district, with a few thousand dollars 

in property values, will find that the appraiser’s fee runs considerably 
more them one half of one per cent. And yet the accuracy of valuation 
is of just as much value to the board of the small district as it is 

to the school board of the large metropolitan district. In fact, the 

information may be even more essential, depending upon the ratio of 
school property values to assessed taxable valuation of the school 
district.

Because the appraiser will have a minimum fee below which he will 

not undertake a"job, no matter what the ratio of his fee to the property

10, William I. Melchoir, Ph, D., Insuring Public School Property. 
Teachers' College, Columbia University, 1925, p. 69.

11. George A. ELchler, "Planning an Insurance Program", American 
School Board Journal. May, 1949, pp. 39-40.

Wallace H. Maw, "A School Fire Insurance Program", School 
Executive. March, 1951, pp. 51-2. .

New York State School Board Association, An Insurance 
Program for the Guidance of School Boards. Mount Vernon. New York,
1936, p.*TS

And many others.
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value, it is suggested here that a centralized appraisal service for

all schools in the state might be established— a sort of clearing
house through which a small one- dr two-room school could obtain this
necessary service without exorbitant cost. Some states provide such a
service by employees of the state insurance fund. The benefit of such
a system' has already been pointed out in one instance— that of the

Franklinville fire in 1953. The Alabama State Insurance Fund is

another which actually provides free annual inspection and appraisal
service, although we have already seen that Alabama has no definite

12
requirement for annual appraisals.

The entire question of state insurance funds will be discussed 

at some length later in this paper, but it would be possible for the 
state to arrange for appraisal service and collect a pro rata fee from 
all school districts in the state, whether or not a state insurance 

fund exists. Of the 300-odd school districts in Arizona, perhaps half 

are of such small size that it would be un-economical for them to 
engage an appraiser solely to evaluate their property individually, 
but the State Department of Public Instruction could arrange a schedule 

so that a professional appraiser might cover several small districts 

in one area on a single trip, and bill them pro rata for the cost.

If the districts were billed individually, and the State Superintendent's 
Office came into the picture only to arrange schedules and perhaps 

assist in selecting an appraiser, the job could be done without any

--- 12... Alabama Department of Finance, Annual Report. State Insurance
Fund. Outlook Publishing Company, Alexander City, Alabama, November 
12, 1953, p. 6. ■ 1 - •
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change in the law. The individual districts would have to sign separate 

contracts with the person or firm chosen to do the job, and would, 
receive separate bills from him, just; as they would if each had selected 

and • engaged a separate appraiser... ^ V ' ■ . -
More satisfactory would be.an arrangement by which school dis

tricts could be compelled to have an appraisal of their;property at 

regular and frequent intervals, the appraisal to be scheduled and.paid 

for by the State Department of Public Instruction if the district did 
not have one completed by a registered appraisal-engineer of its own 
choosing by a certain time. ; The State Department could then.collect 

a proper share of the appraiser’s fee from each district of the state 

for whom he had performed services. This latter procedure would 
doubtless necessitate changes in the school laws, because the local 
school boards at the present time are given the sole duty and respons

ibility to "manage and control the school property within their 
13

district". . The probability is that this would be considered "an . 
infringement on the right to manage.the property, and as such would 
have bo be. specifically spelled: out by statute. It would have the 

advantage, however, of giving assurance to every citizen of the state 

residing within a school district that.the property values of his 

schools,had been carefully established,- and that, whatever the method 
of protecting that property, the school board would be less in the 
dark as to the magnitude of the problem.

This system would have the further advantage of giving the State

13. Arizona Code, Annotated, Paragraph 3, Section 54-416.



Department a known quantity to work with. It is conceivable that all 
school districts would take advantage of the state appraiser, if the 
cost using him were less than the cost of hiring their own on an 
individual contract basis. Even if several districts continued to 
engage their own appraisers, there would no doubt come a time when it 

could be predicted with a fair degree of accuracy just how many school 

districts would utilize the services of the state-appointed appraiser 

and how many would hire their own, and planning and scheduling a program 
would be made relatively simpler.

Ideal from the standpoint of administration would be a third 

method. Under this scheme, the State Department of Public Instruction 

would hire a competent engineering staff on a salary basis whose duty 
it would be to appraise periodically all school property of every 
school district in the state and make reports to the governing boards 

for their information and guidance. The persons in this department, 

being employees of the State Superintendent of Public Instruction, 
would be under his control, and scheduling and effective budgeting 
of their time would be even easier than with an independent appraiser 
on a fee basis. The service would be paid for from the funds of the 

State Department, and this would again require a change in the law, 

because such a service is not presently within the prescribed duties 
of the State Superintendent of Public Instruction.

Finally, an appraisal service might be incorporated into the 

program of a State Insurance Fund for all school districts of the 

state. As has been pointed out, this is already done in a few states.
It goes without saying, however, that major legislation and probably



19
Constitutional change are needed in order to establish such a fund, 
with or without appraisal service.

Failing, for one reason or another, to secure the services of an 

appraisal engineer, the board's choice should probably be an architect 
familiar with local conditions of labor, materials, and types of 

construction. A reputable contractor also should be able to assign 

values to buildings with a fair degree of accuracy, if he could be 
prevailed upon to do so with the same care he might exercise in pre
paring a bid on the construction of a building.

To summarize, the school board should secure an appraisal of its 
property from one of the following sources:

1. An appraisal engineer

a. Individual or firm contracted with by the school board.
b. Firm contracted with by the State Department of Public 

Instruction, fee to be shared pro rata by all districts using the 

firm's services.

c. Engineers hired on salary basis by the State Department 
of Public Instruction, service to be furnished to all school districts 

of the state without charge.

d. Appraisal engineers to be hired or engaged on a fee basis 

by the State Insurance Fund and furnished free to all school districts 

of the state.

2. A local architect
3. A local reputable contractor y

The first method is to be preferred to the other two, and 1 c is 

preferrable to' 1 a, lb, or 1 d, from an administrative standpoint.
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Evaluation of Other Insurables

The sections just preceding have dealt primarily with the scientific 
evaluation of physical assets— plant and equipment. There are other 

items subjected to risk, but the determination of value for these is 
closely related to calculation of risk, and will be covered in the 

chapter on determination of risk, which follows this one. While value 

of money on hand at any one time has a bearing on the type of money 
and securities policy, of more importance are the provisions for 
handling money and the policy in regard to banking it. Similarly, 

the value of the specific asset, i. e., the boiler itself, has little 

to do with the amount of boiler insurance purchased, nor does the 

value of school automobiles and busses greatly affect the amount of 
public liability and property damage insurance carried.

Chapter II, therefore, in addition to dealing with risks whose 

valuation has been the subject of this chapter, will also cover the 

entire field of risk and value in connection with some miscellaneous
items



CHAPTER II

THE DETERMINATION OF RISK 

General

One study of school insurance problems lists the following
1

"hazards" faced by school boards and school districts:
Auto collision or upset :
Boiler explosion '
Burglary, school safes and vaults 

Burglary, open school, contents
Damage to autos by tornado, cyclone, windstorm, hail, earthquake, 

explosion and water damage :

Damage to buildings by windstorm, hail, explosion, riot, aircraft 

and motor vehicles

Demolition damage 
Earthquake

Fire and lightning, buildings

Fire, lightning and transportation, autos

Glass breakage, buildings
Glass breakage, autos
Hold up

Loss, package lost in mail

1. An Insurance Program for Guidance of School Boards, op cit.,
pp. 14-15. ;• ti'--- ‘ :
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Rental value 

Smoke damage ...
Theft, robbery and pilferage, auto , , \

; Sprinkler leakage - •
Transportation, movable properties ....
Water damage

Auto, injuries to public 

Auto, damage to property of others 
Boiler explosions, injuries to public 

...Buildings and grounds, injuries to public

Buildings and grounds, injuries to property of others 

Elevators, injuries to public 

r; Elevators, damage to property of others 
.■ Employees, injuries to

Negligence .of contractors y.

' Teachers' liability . . . y H r  • . -  ̂ -
Teams, injury to public 
Water damage, to property of others 

Dishonesty of employees

Forgery and alteration of checks and drafts 

; Loss of . registered mail

Faced with such an imposing array of hazards, the school board's 

first instinct might be to throw up its hands in consternation and 

run for cover. If the board members paused a moment for reflection, 

they might conclude that the wisest course was to buy insurance 

covering everything under the sun, and let it go at that. The proper
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course, however, and the one which requires most mature judgment, and, 

in some cases, considerable courage, is for the board member to examine 

each one of these items carefully with due regard to the situation in 

his own school district, and decide which are of sufficient magnitude 
and degree of risk to warrant the expenditure of school district 
funds for protection.

Risk of Destruction of Buildings and Contents

The chances are small that a modem fire-resistive building will
bum, but the possibility of loss if such a fire does occur are great.

The New York study previously cited is authority for the statement

that 1200 schools in the United States were completely destroyed by

fire between 1917 and 1936, and that annual losses in 1936 on school
2

and college property were running over five million dollars. It is 

doubtless true that modern building methods and fire-proof construction 

lessen the likelihood of destruction by fire; nevertheless, the poss
ibility that an entire school building, worth hundreds of thousands of 
dollars, may be destroyed or rendered unusable, cannot be discounted 

completely. ~

On page 24 is a table showing the fire losses in the United States 

from 1876 through 1951. Disregarding the year 1906, in which the San 
Francisco fire occurred, it will be noted that fire losses reached a 

peak in 1926, and then began to decline, this decline continuing until 

1935. The most logical explanation of this gradual decrease, followed 2

2. Ibid.. p. 8
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t •: TABLE IV 3

FIRE LOSSES IN THE UNITED STATES. 1876-1951 
(THOUSANDS OF DOLLARS)

Year Loss Year Loss

Average 1876-80 $ 69,912 Per Year 1924 #549,062.
1881-85 95,753 1925 559,418
1886-90 • 113,627 , 1926 561,981
1891-95 148,988 1927 472,934

1896-1900 136,043 1928 464,607
Per Year 1901 165,818 1929 549,446

1902 161,078 1930 501,981
1903 145,302 1931 451,644
1904 229,198 1932 400,860
1905 165,222 1933 271,453
1906 518,612 1934 271,197
1907 215,085 1935 235,263
1908 217,886 1936 266,659
1909 188,705 1937 254,959
1910 214,003 1938 258,478
1911 217,005 1939 275,102
1912 206,439 1940 285,879
1913 203,764 1941 303,895
1914 221,439 1942 314,295
1915 172,033 1943 373,000
1916 258,378 1944 437,273
1917 289,535 1945 484,274
1918 353,879 1946 554,070
1919 320,540 1947 647,860
1920 477,087 1948 715,074
1921 495,406 1949 651,534
1922 506,541 1950 648,909
1923 535,373 1951 730,084

3. Statistsp.al Abstract of the United States. Department of 
Commerce, 1953, pp. 470-1.
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by the increase up to the present date, is that fireproof construction 

and modem fire fighting and fire prevention methods began to cut down 

on the toll of destruction in the middle 20*sj-that this tendency 

toward a decrease in the fire loss rate is still being felt, but that 
it has been offset since the middle 30*8, and particularly since 1940, 

by the tremendous increase in the rate of construction.

The likelihood of complete destruction of any one building by 
fire is, of course, impossible to determine exactly, but some insight 
into this question may be gained by a study of Table V, on page 26.

The blow that would kill the school district without some definite 

provisions for handling losses would be one of those other than in the 

first 82 cases shown in this table. Just where the crucial point is 

depends upon the size and financial condition of the district. A small 
district owning one $100,000 building might be severly hurt by a fire 

in the second category that did $20,000 damage, if no insurance were 

carried or other method provided to take care of the loss. On the 
other hand, Tucson School District Number One could suffer complete 
loss of a $100,000 building without bankrupting the district, even if 

it were necessary to pay completely for replacing the building in the 

next fiscal year. The 1954 assessed valuation of the district was 

slightly in excess of 92 million dollarsj based on past experience, 

the 1955 valuation will be close to 100 million. Therefore, it would 
cost the taxpayers ten cents per $100 of assessed valuation to raise 
the $100,000 necessary to replace the destroyed building. Ketler has 
suggested that a district could afford to assume its own risks where 
the cost of replacement of the most expensive building, under a ten
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4
r TABLE V

AMOUNTS OF DAMAGE DONE BY EACH 100 FIRES IN THE UNITED STATES, 
ASSUMING $100 TOTAL VALUE IN EACH CASE

Number of Fires Range of Damage Average Damage Total Damage

■ 82 ,v & P  “ $ 1 0  , , :■ ' $. 2." .. : $164 -

' . ^ r 10 - 20 14 : : : 84 ; "
3 20 - 30 25 75
2 30 - 40 35 " 70

1 40 - 50 45 45
1 50 - 6 0 55 55
1 60 - 70 85 6 5

1 70 - 80 75 75
1 80 - 90 85 85
2

100

90 - 100 99 198

$916

4. Albert H. Mowbray, Insurance, McGraw-Hill Book Company, 
New York, 1946, pp. 90-1.
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year loan schedule, would not exceed one mill on the taxable valuation 

of district property. Ten cents per $100 is the sarnie as one mill per 

dollar, and if the district could afford to pay one mill per dollar 
per year for ten years for the replacement of a building, then it 
could pay ten cents per $ 1 0 0  for one year for the replacement of a 

building one-tenth as expensive.
Not every school district has the same type of buildings, and 

this is one of the most important factors in determining the risk of 
destruction by fire. A 1941 report by a committee of the National 
Association of Public School Business Officials showed the following 

figures for losses in relation to premiums paid for fire insurance:

Type of Construction Premiums Written Losses Paid Losses to Premiums

Frame Protected r $ 5,909,112 $ 3,568,944 60.4%

Brick Protected 43,261,747 16,524,121 38.19
Brick and Frame . •
Unprotected 2 5 ,2 6 3 , 6 5 6  12,054,530 47.71

Fireproof 5,845,858 497,647 8.51

These figures cover the years 1932-38, and include all educational 

institutions in the United States. No later studies of the same type 5 6

5. Frank C. Ketler, Ph. D., Reserve Funds in Public School 
Finance. Columbia University. New York, 1931, pp. 49-50.

6 . National Association of Public School Business Officials, An 
Investigation of Insurance Practices of City School Districts. 
Bulletin #9. Pittsburgh. Pa., 1941, p. 54.
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and extent were found; it is evident from the figures, however, that 

the risk of loss in "fireproof11 buildings is substantially less than in 

those of other types of construction. It is also evident that premium 

payments on these have been used to some extent to carry other buildings. 

A discussion of this, however, belongs in another chapter.

Another chapter in the risk of fire is the proximity of the 

buildings of a school district to each other and to other buildings 

in the community, and the consequent risk of their destruction in a 
general conflagration. The average elementary school site in 126 
cities in the United States in 1931 contained 4.7 acres, according to 
an earlier Public School Business Officials committee report, while 

junior high schools had an average of 7 . 7  acres and high schools 1 4 . 1  

acres. It was the committee's opinion that an elementary school
7

situated on 4 . 7  acres was not in much danger from a conflagration.

This, too, was in a day when fire-resistive construction was much 

less common than it is today, and it should also be taken into account 

that school sites in Arizona would be inclined to be larger than the 
national average, simply because there is more land available, and the 

tendency all over the West is to spread out rather than bunch up. In 

Tucson, for example> the present policy is to purchase ten acre sites 

for elementary schools, twenty, acre sites for junior highs, and forty 

acre sites for high schools. The.question of risk from general con

flagration would have to be decided in each district, of course, but

... . . 7..National Association of Public School Business Officials,
Insurance Practices and Experience in City School Districts. Bulletin 
#2 . Trenton. New Jersey, 1932, p. 83.
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it seems unlikely that it would be very great anywhere in Arizona.

It is interesting to note that in two large, congested cities 

which have experienced general conflagrations, municipal property is 

not insured against loss by fire. San Francisco has carried no insur

ance against fire on its city buildings since 1850, and Chicago has 

not insured the assets of its schools nor of the city against damage 

by fire since 1 8 3 7 .
It is obvious that another factor entering the risk picture is 

the adequacy of fire protection facilities. Cities and other mun
icipal districts throughout the United States are divided into ten 
classifications, as far as fire protection is concerned. Class 10 

is one in which there are no facilities whatsoever for fire protection,

and the classes range upward from there, depending on the amount and
. . : - -

adequacy of water supply, the type of protection afforded, the size 

and training of the fire department, etc. There are presently no 

cities rated in Class 1. The school board must decide, from its own 
community's rating and its own estimate of the situation, how effective 
the fire fighting facilities would be in protecting school property.

To summarize briefly, there are at least four factors which enter 

into the determination of the risk borne by public school property:

1. The type of construction of the buildings,
2. The ratio of building values to financial position of the 

district.
3. The possibility of destruction in a conflagration.

8 ; Ibid., pp. 110-1.
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4. The adequacy of protection facilities. ...

Risk of Obligating the District for Injury or 
Damage to Others

Numerous legal opinions in Arizona have held that school dis
tricts cannot purchase automobile liability insurance because the
districts are not liable, as political subdivisions of the state,

^ ... •

for the negligent acts of their employees. At least one section of
the law, however, recognizes that it is probably undesirable to deny
the public protection from possible negligent acts of drivers of school
vehicles, and provides that school bus drivers may be required to

carry liability insurance up to $2 0 , 0 0 0  per person and $1 0 0 , 0 0 0  per

accident, and that they may be reimbursed for this out of funds of
10

the school district, in addition to their regular salaries. Thus 

the statute has legalized a subterfuge that was common in many school 

districts prior to its enactment.

It is also true that the situation with regard to establishing 
the liability of school districts and other political subdivisions 
is rather fluid at present. Next month or next year there may be a 

different interpretation, or indeed a different law. Since olden 

times, when the sovereign was liable to the people for nothing at 

all, there have been many changes wrought. Today, the law requires 
the carrying of public liability insurance on school busses, by the

9. See Appendix B for a 1951 ruling on this subject from the 
Pima County Attorney's office.

10. Arizona Code, Annotated, Section 54-434.
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school district, in six states— Florida, Massachusetts, Montana, South

Carolina, Virginia, and Wisconsin. It is only forbidden in six by

law or legal opinion. This does not include Arizona, where it is

permitted under the arrangement described above. In some cases, it has

been held that the purchase of insurance creates liability on the part

of the school district to the extent of the insurance purchase. This

is presumably to deny insurance companies the opportunity to take the

defense of governmental immunity after school districts have already
bought insurance. In 1945, the West Virginia courts ruled that suit
could not be brought against a school district, even for the sole pur-

11
pose of establishing the amount due from an insurance company.

There is presently a case in the courts of Arizona which may shed 
some light on the question of school district liability, but it does 
not concern automobile liability. In 1953, the Tucson High School 

district leased its stadium facilities to Amphitheater High School 

of this city for a football game. At some time during the game, one 
of the student spectators fell or was pushed in some manner from a 
bleacher seat, and sustained injuries in the fall. He brought an 

action against Tucson High Schhol, alleging negligence. The high school 

student body carried a policy with Globe Indemnity Company covering 

such accidents, and the company defended the suit, representing to 
the Pima County Superior Court that the suit ought to be denied on 

the grounds of governmental immunity. The court granted a motion to

11. School Transportation Insurance. Pamphlet No. 101, Federal 
Security Agency, Office of Education, 1948, p. 8.
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this effect, but.this decision was appealed to the Arizona Supreme . 

Court. Within.the past month, the Supreme Court has reversed the 

ruling"of the lower court, saying that the High School district could 

be sued in this case, because .it was engaged in a proprietorship 
function when it leased the stadium, and remanded the case to Superior 

Court to be tried on the questions of fact.
If school districts are liable for acts committed while they are 

engaged in proprietary rather than governmental functions, it is 
difficult to foretell just where the line may be drawn between the 
two. Had the Tucson High School been playing a game of its own, and 
charging admission therefor, as is customary, would it have been 

engaged in a proprietary function? And if so, is the charging of 

admission the criterion, or might the district be held to be engaging 
in a proprietary function if it holds events open to the public at no 

charge that are.not part of the regular school curricula? Until the 

Supreme Court has passed on each specific question, no one really 
knows, but it is likely that the decision in the case mentioned above 
will have a definite" effect on; published legal opinions in this state 

about the liability of school districts.

This lengthy discussion has been entered into here because it is 

a part of the determination of risk. If the district cannot be sued 
or held liable at all, then there isno risk as far.as the district 

is concerned, but this does not seen. to be the case entirely, and 
therefore some means must be taken to guard against the risk.

In brief, the chances.of a school vehicle running over someone, 

of a spectator being injured at an athletic contest, or of a boiler
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exploding and inflicting injuries, are very small indeed. The poss

ibilities of loss, however, if such an eventuality .did occur, are very 

great indeed. One must be weighed against the other to find the risk 

with which the board is faced.

Miscellaneous Risks

As has already been indicated, physical property faces all sorts
of hazards. The degree to which it is necessary to guard against
these requires some study. Many school districts purchase some type
of burglary, robbery, or theft insurance. Linn and Joyner studied

2 1 3  in which either the district itself or the student organizations

had done so. There were 495 cases of robbery or burglary reported
from these districts. The largest single loss was $1,400, from a safe
burglary. In return for over $60,000 in premiums paid out, about
, .....................  12
$1 5 , 0 0 0  was returned in loss payments.

It would seem here that the risk is fairly low, and that, in 
contrast to the liability situation previously discussed, the amount 
that might be lost is also relatively small. Later, a more detailed 
discussion of the necessity of insuring this type of risk will be 

given.
The school district is apt to have several thousands of dollars 

worth of cameras, musical and scientific instruments, art objects, 
and the like. These are subject to damage, theft, or loss, and the

12. Henry H. Linn and Schuyler C. Joyner, Insurance Practices 
in School Administration. Ronald Press, New York, 1952, pp. 362-3.
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situation will differ from one district to another, depending upon 

provisions for safeguarding the property, the person or persons 

entrusted with its care, and so on.

Finally, another common type of insurance bought by schools is 
the fidelity bond for its employees. As a brief comment on the amount 

of risk,involved in this, it might be.pointed out that the 1941 School 
Business Officials study included data on this, gathered from 9 0  school 

districts in 25 states. During the year 1937, these districts paid out 
§50,246.33 in premiums.for bonds. There was,only one loss made good by 

the bonding companies, and it amounted to §1 ,5 0 0 .

The well-publicized loss of. more than §32,000. which was uncovered 

in an audit of the.Tucson Public Schools in 1931 was repaid in full by 
the employee who was accused, but never convicted, of embezzling these 
funds. At the time, he was not covered.by any type,of surety bond.

13. An Investigation of Insurance Practices of City School 
Districts, on. cit., p. 274.



METHODS OF DEALING WITH RISK

This chapter will only attempt to list, with a brief description, 

the various methods of handling the risk involved in the management 

of school district property. Each method listed will be the subject 
of a separate chapter discussing its various aspects in detail.

The four general headings following will be used as chapter
1

headings:
1. Complete Insurance Coverage. This is actually a misnomer, 

because it is impossible to insure against all eventualities, but it 

means a program under which most of the hazards which might reasonably 

be expected to affect school property would be insured against.

2. Selected Insurance Coverage. There are all degrees of partial 

insurance coverage, from the omission to carry burglary of merchandise 
open stock to the carrying only of a "disaster" fire policy.

3. Complete Self-Insurance

a. With a Fund.

b. Without a Fund. 1 2 3 4

CHAPTER III

1. Compare with Linn and Joyner, ojd. cit.. p. 11, who list four 
methods of self-insurance by school districts:

1. Insurance reserve plan

2. Partial insurance plan

3. No insurance plan
4. State or governmental insurance plan
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4* Insurance Through a State Insurance Fund

a. On a fee or premium basis.

b. Paid from legislative appropriations.



COMPLETE INSURANCE COVERAGE PLAN 

Fire Insurance

It has already been pointed out-that the properties must bo 

valued and the risks ascertained before any program of protection can 
be undertaken; Assuming that this has been done in a satisfactory 

manner, what is the school board's course, when confronted by the 

fact that it owns ten million dollars worth of buildings, some of 
them old and not equipped with fire prevention devices nor built of 

fire resistive materials? One course frequently taken is to insure 
up to the hilt. It is a course that invites little public criticism. 

"The public gives but little, if any, thanks for the saving of a few 

dollars, but severe condemnation for loss, especially should it be 
large." - .Iv

The appraisal, if performed by a professional, will have told - 
the board exactly what the insurable value of its buildings and their 

contents amounts to. Again see Appendix A. If no other course is 
available, and the board has had to get its values from its own figures 
or the reports of someone less familiar with necessary requirements, 

then it should see to it that the latest available figures for the

CHAPTER IV

1. Insurance Practices and Experiences of City School Districts. 
op. cit., p. 5 .
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type of construction in question have been used, and it should also

see that costs of land, including improvements, underground plumbing,

excavations, footings and foundations, and other indestructible items

have been deducted in determining insurable values. The 1936 New York

study, among others, recommends the deduction of 6% of total value for
2

these noninsurable items* If the board or the appraiser has the

figures on cost of acquisition and improvement of the land and the
breakdown on the construction contract for the building, however, a
more accurate figure than this can be obtained.

Having found, by some means, a reasonable replacement value, the

board must reduce this by the amount of accrued depreciation, otherwise

it will be buying more insurance than it could collect on in a loss.
The appraiser’s figures, again, will have taken this into account.
There is now available to school districts a new wrinkle in risk

coverage, called depreciation insurance, but no examples of its use

in Arizona were discovered at the time this was written. Under this

plan, the district buys an additional amount of fire (or other)
insurance, representing the difference between actual cash value of
the property and its replacement value new. The insurance policy

carries a proviso that replacement must be on the same site and must
3

be completed within twelve months after the loss.

V It is difficult to see how a school district might profitably .

2. An Insurance Program for Guidance of School Boards, op. cit.,
p. 17. \ :: . .-v. 3

3. Schuyler C. Joyner, "Recent Trends in School Insurance", 
American School and University. 1947-48, pp. 199-200.
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purchase this type.of insurance, in view of the many months of work 

required to prepare plans, advertise for bids, and complete the con

struction of a modem school plant, built from the ground up. In 

the case of two high schools presently being built in the Tucson school 
district, it is estimated that construction alone will take a minimum 
of fourteen months. For the reason of the time element, if nothing 
else, the average district will have to omit depreciation insurance 
from its "complete" insurance coverage program, and insure only 
depreciated values.

In seeking guidance as to amount of coverage, terms of policy,

and other matters of this nature, school boards frequently make use

of a committee of local insurance agents or brokers. Random examples

of this practice may be cited. In Des Moines, Iowa, three large
agencies now form an Engineering Committee (i), meeting once a year

for valuation purposes, and to recommend insurance coverage. The

Secretary of the Des Moines public schools feels that this plan has

solved the problems of getting the right coverage at the lowest cost
for the school district, although his article on this system provided

4
no evidence in support of this contention. In Pennsylvania, the 
appointment of an advisory committee has been urged by a university 
professor of insurance. He sees the duties of such a committee as the 

analysis.of insurance practices and the recommending of changes, and 4

4. Herrold V. Mann, "A System of Buying Insurance for the School 
District", Nation's Schools. March, 1953, pp. 100 and 102.
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states that it need not consist of insurance men, but should avail

5
itself of their services. The New York School Board Association's 
report can also be quoted on this subject. It recommends that the 
Board of Education appoint an insurance committee of its own members, 
and that the insurance committee appoint an advisory committee, con
sisting of local insurance agents. "The services of an advisory com

mittee may be properly recompensed with a larger allotment of insurance
than is given to agents who have not participated in the work to an6
equal degree."

Appendix C of this paper is the recently adopted comprehensive 

policy relating to all phases of insurance of Tucson School District 

Number One. It will be noted that there is an Insurance Advisory 

Committee used in connection with the Tucson insurance program. This 

group consists of nine members, and is divided into sub-committees 

on various lines of insurance, one of which is fire. Some of the 

duties of the committee include advising the school board on type, 
amount, limits and forms of coverage; to review rates and rating 
schedules, and to make recommendations to the board regarding safety 
engineering and fire and accident prevention. The members of the 
committee are compensated for their services by being permitted to 
negotiate for all the miscellaneous insurance carried by the school 

district, and to split the commissions equally among themselves, after

5« Chester A. Kline, "Purchasing School Insurance", Journal of 
American Insurance. May, 1944, pp. 6-10.

6 . An Insurance Program for Guidance of School Boards, op. cit.. 
p. 1 1 .
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deduction of a fee for the policy-writing agent.

It is evident that the trend is toward the seeking of technical 
advice on fire insurance. The technical advice must necessarily come 
directly or indirectly from persons engaged in the insurance industry 
in some capacity. It is the board's job to sift this advice and . .... ...
determine how much of it may have been occasioned to some extent by 

the nature of the adviser's profession, and would for that reason 
be expected to lean almost imperceptibly in the direction of more 
insurance than would otherwise be suggested.

The term "co-insurance" is one which is heard frequently in 

connection with studies of municipal insurance practices. Co-insurance 

became common in this country about 1 8 7 0 , and when first used, it 
subjected the manual insurance rate to a flat discount of 10%. We 
have already defined the term (see page 6 ), but a fuller explanation 

of its use and effect, together with examples, would seem to be in 

order.

If a school district were carrying insurance with an 80% co- 
insurance clause, the board would be required to maintain total insur
ance at or above 80% of insurable property values. If this percentage 

of coverage were maintained, the insurance company (or companies) 
would pay 100% of any loss up to the total amount of the policy. If 
coverage were allowed to drop below 80%, then the district would be 

forced to stand a pro rata share of any loss, even though it might be 4

4. Edward R. Hardy, The Making of the Fire Insurance Rate. The 
Spectator Company, New York, 1 9 2 6 , pp. 278-82.
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less than the total insurance in force. Below are some examples of

the results of failure to keep sufficient coverage in effect, under
5

an 80^ co-insurance clause:

Value of 
Property

Insurance
Carried

Insurance Required 
Under 80% Clause

Percentage 
of any 

Claim Paid Loss

Amount 
Company 
Will Pay

& 5 0 , 0 0 0 $1 0 , 0 0 0 $4 0 , 0 0 0 25% $ 5 0 0 0 $ 1 2 5 0

5 0 , 0 0 0 2 0 , 0 0 0 4 0 , 0 0 0 50 5 0 0 0 2 5 0 0

5 0 , 0 0 0 4 0 , 0 0 0 4 0 , 0 0 0 ioo 5 0 0 0 5 0 0 0

1 0 0 , 0 0 0 2 0 , 0 0 0 80,000 25 4 0 0 0 0 1 0 0 0 0

1 0 0 , 0 0 0 2 0 , 0 0 0 80,000 25 80000 2 0 0 0 0

1 0 0 , 0 0 0 2 0 , 0 0 0 80,000 25 9 0 0 0 0 2 0 0 0 0

In every case except the last one, the carrying of insurance 

amounting to 80% of the value of the property would have resulted in 

complete recovery on the loss. In the last case, 80% insurance would 
have meant only $80,000 total insurance, and the total recovery there 

would have been the same as in the case just preceding, i. e., the 

total of the policy,.or $80,000. The amount of recovery is calculated 
by applying the percentages shown to the losses, providing the total 

thus computed does not exceed the total coverage in column 2 .
At first, this seems a strange method of operation. One might

5. S, B. Ackerman, Insurance. Ronald Press, New York, 1951, 
pp. 98—100.
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think that if a school district carried 0 1 0 , 0 0 0  in insurance and • 

suffered a 05>000 loss, it ought to be compensated for that loss. 

Without the co-insurance clause, this would be true, but with the : 
co-insurance feature in the contract, this obligation to keep insur

ance up to a certain point is as binding upon the school board as the 

obligation to pay indemnity for established losses is upon the insur
ance company. It is not incumbent upon the school board to purchase 
insurance with this clause, and it is therefore something which the 
board’s own discretion and judgment has led it to accept.

'Why, then, should the district buy insurance with:the co- 
insurance clause? There is only one reason— the insurance company - 

grants a substantial saving in rates in return for this agreement. 
Prior to full understanding and public acceptance of this device, 

co-insurance was regarded with considerable suspicion and even legis

lated against. It was felt that this was a scheme on the part of the 

insurance companies to sell more insurance. Today, however, its use

is widespread. Some idea of this may gained from the following : -6
figures, taken from the report on Washington school districts:

Clause in Effect No. of Districts Clause in Effect No. of Districts

1002 2 ■ - 752 • 1
90 . 95 50 - - 3
80 : 6 33 l/3 ' i

6 . Fire Insurance Coverage for Washington School Districts. 
o p . git., p. 6 .
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The method of determining the rate reduction gained by co-insurance 

is somewhat complicated, but the basic facts can be stated rather 
simply. It is necessary to refer to the table on page 2 6 . If insurance 
equal to 1 0 % of the value of each of the 1 0 0  buildings involved in 
these losses had been carried, there would have been a $10 policy 

carried on each building. Each one of the 82 losses amounting to 

$ 1 0  or less would have been paid, and $ 1 0  would have been paid on 
the losses exceeding $10 each. The losses of $10 or less totalled 
$164, and there were eighteen others, which would come to #180, at $10 
each. The total losses paid would have been $344. Disregarding for 
the moment administrative costs, commissions, profits, and the like, 
which must come out of premium payments, the insurance companies would 
have to collect a premium of 3 4  cents on each $ 1 0  policy sold, in order 

to cover the losses.
However, if each building of these 100 had been insured for $20, 

or 20% of its value, the companies would have had to pay all the 

losses of $20 or less, plus $20 on those exceeding this figure. The - 
total loss payments would have been $4 8 8 , and would have required 
premiums of only a little more than 2 4  cents per $1 0 , in order to 

meet the losses. Thus the person who owned all of these buildings 

could have had a 1 0 0 $ increase in protection for the difference between 

34 cents for $ 1 0  and 49 cents for $2 0 — a rate increase of only 44%.

Carrying these calculations further, we would find that the owner 
could.have obtained coverage of $ 9 0  per building at only 1 0  cents per 
$10, or a total of 90 cents for $90. His protection would be B00% 

greater than in the first example but the cost for that protection



45
only 1 6 5 / 8 greater.

In actual practice, no such easy method of computing can be used.

One actual example may serve to illustrate what may be saved by this

clause, however. Below is the table of rate reductions for various

conditions and types of construction in use in the State of California 
8

in 1945: -- -

7

* * * * * * * * * *  TYPE of construction * * * * * * * * *  
Degree of Fire Wood-joisted

Fire Resistive Masonry • Frame
Protection Building Contents Building Contents Building Contents

Excellent 675b 35% 50% 35% 25% .25%

Good 6 2 30 45 30 15 15

Fair 58 2 0 35 2 0 1 0 1 0

Poor or None 57.8 None None None None None

These figures apply to buildings insured under the 90% average, or 
co-insurance clause. It is evident, then, that substantially more 
insurance coverage can be obtained by making use of the co-insurance 

device.

Another method for reducing costs is the purchasing of insurance 

on a long term basis. A three year policy can usually be purchased 

for two and one half times the premium charged for a one year policy,

7. Insurance, op. cit.. pp. 90-1.

8 . Robert S. Barnes, Fire Insurance for Local and State Govern
ments, Municipal Finance Officers* Association, Chicago, 1945, p. 5.
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and a five year policy for four times the premium of a one year 
policy. If the district purchases one policy expiring each year 

for one-fifth of the total insurance, or several policies totalling 
approximately one-fifth of the insurance to expire each year, each 
policy in itself to be for a five-year term, then no large amount of 

district funds is needed to pay a lump sum premium for five years 

or three years for all the insurance coverage needed by the district, 
and there is no question of possible interest lost by tying up a 
sizable amount of funds.

The amount of insurance settled, the proper co-insurance clause
selected, and the term of the policy decided upon, the district board

must decide from whom the policy or policies are to be purchased. The
first question that arises is the choice between stock companies and
mutuals. An old opinion of the Attorney General of Arizona held that

school districts of the state could not legally buy insurance in mutual

companies. In a mutual, the policy-holders are, in effect, the owners

of the company, and as such may be subject to assessments to pay
unusually heavy losses. No court has decided the subject in this
state; too, it is possible to purchase non-assessable policies from

mutual insurance companies. ' The General Manager of the American

Mutual Alliance is authority for the statement that no mutual.company
in the United States with an earned surplus' of $200,000 or more has

10
ever levied an assessment. It, has apparently been trie that mutuals

9.. Insurance Practices in School Administration. 0£. cit.. p. 9 5 .

10. Insurance Practices.and:Experience in City School Districts. 
o£. cit., p. 141, quoting A.,V. Gruhn. • ..



have been more stable than stock companies. During the decade from ; 
1 9 2 0  through 1 9 3 0 , the survival percentage for stock companies was - 
73%, based on 847 in existence at the beginning, 2 0 9  hew ones organ
ized, 256 failed, and 700 left at the end. With mutuals, 2,436 were

operating at the beginning, 182 were organized during the period, and
11

only 1 4 7  failed, for a survival percentage of 9 4 %.

Mutual companies enjoy varying degrees of popularity in insuring

school districts elsewhere, and the experience with them, where used,
has been generally satisfactory. The survey whose results are set
forth in Appendix D elicited very little information on this subject,
although this was one of the specific questions asked. The insurance
departments of four different states hazarded a guess as to the amount
of insurance on school property carried in mutuals. In Idaho, the
estimate was about 1%, m  Tennessee, less than 1%. - The Iowa figure

was 25%, and the State of Washington's 24.9%. •
The 1947 Insurance Committee of the Association of School Business

Officials stated in its report that more than half of the school
districts in this country purchased insurance only from stock companies,
but that the number of those buying mutual insurance doubled between 

12
1930 and 1946.

Jn view of unfavorable legal opinion in this state on mutual 
insurance for schools, it is probably inadvisable to use this type 

of insurance at the present time. However, it is possible that a court

47

11. .Ibid., p. 14

12. Association of Public School Business Officials, Insurance • 
Committee Report on School Fire -Insurance. 1938-45. Kalamazoo, Mich., 
October 8 , 1947, p. 4.



case may settle the matter differently at some time in the future, and 
the question of cheaper insurance rates from mutual companies must be 

weighed by the board against whatever chance there might be of an 
assessment against the district.

The district's properties should be insured in a company which has 

financial ability to pay possible losses. Many school districts 

establish financial.rating criteria for insurance companies. It will 

be noted that Tucson School District Number One has such a criterion, 
in the board's policy on insurance (Appendix C). The Tucson schools 
purchase no insurance from any company rated below AAA in Best's 
financial ratings. Joyner states that many school districts make BBB 
the minimum classification.- A company with a BBB rating would have a

13
surplus of $1,000,000 to $1,500,000. The primary reason for the 
use of the higher rating in Tucson is that there will be only five 

fire insurance policies written when the program is completely con

solidated, and each one will probably total $4 > 0 0 0 ,0 0 0 , without 
allowing for future expansion.

To sum up, fire insurance coverage for the district needs to be 
considered with the following points in mind:

1. Necessary amount of coverage.

2 . Co-insurance clause most advantageous to the district.

3. Source of insurance

a. Mutuals v. stock companies.

b. Financial rating of insurance companies.

48

13. Schuyler C. Joyner, "Distribution of School Fire Insurance", 
American School Board Journal. February, 1943, pp. 27-9.
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•4. Sources of technical advice to be utilized in determining 

the matters already listed.

The involved question of distribution of insurance business among 
local agents is one that is not unfamiliar to the writer, but will not 
be dealt with, since it is not considered essential to the main 

purposes of this paper. Suffice to say that the distribution of 

insurance business is a problem created by the competition among agents, 
and the local agents and agencies themselves should b e . looked to for 
the answer. ; - V . ; :v, . ; l." ̂

Liability Insurance

. If the board has determined that there is a genuine risk of loss 
because of injury or damage to others, this risk can and probably 
should be insured against. The risk should be insured because, commonly, 

premiums for most types of liability insurance are extremely small 

compared to the amount of loss that might possibly result. .
It has already been indicated that it is permissible in Arizona 

to require bus drivers to carry liability insurance up to $2 0 , 0 0 0  per 

person and §100,000 per accident; It is well known that many school 

districts carry policies for larger amounts than this, paying for them 

by drawing warrants to various vehicle operators and requiring the 

drivers to endorse them to the ̂ insurance company. Thus the law is 

technically adhered to, except for the limitation on amount of insur

ance, while probably being violated in spirit. The:writer has. learned 

that many school districts in the state actually pay for the insurance 

outright, .which is a clear violation of all legal opinions ever given



in Arizona on the subject. For obvious reasons, the districts doing 

this will remain unidentified, as will those whose representatives 

indicated that more insurance was carried and paid for by reimbursing 
the drivers than the law permitted. - ;" -■

Liability insurance covering premises is another matter. In 
many cases, this can.be carried and paid for from student funds,

, which are not subject to the limitations of expenditure imposed upon 
the school district tax funds, since student organizations are the 
sponsors of many activities which open the buildings and grounds of 
the district to outsiders. In many cases, however, school premises 
are used by outsiders on such terms as to make the school district 
a proprietor, in a transaction that has no connection with student - 
funds. For example, many auditoriums and multi-purpose rooms of the 

Tucson school system are regularly rented to church groups, dance 

clubs, and other civic and social organizations for use as meeting 

places. A fee is charged sufficient to reimburse the district for 
expenses incurred. It may be that the Supreme Court ruling discussed 
under the section on risk would make the district a proprietor in 
these cases, and would remove from it the cloak of governmental 

immunity. There is insurance available which will cover injury on 

any premises at any.time, or which would cover only injury while the 

premises were being leased or rented. The latter might be a wise 

investment for the district, in view of the latest court decision.

Boiler insurance contains an element of liability, although it 

also insures the property of the district against damage from boiler 

explosion. Many items are covered by the ordinary boiler policy.

50
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Some of the more important include damage to property of the school

district, expediting charges, damage to property of others, bodily
14

injury liability, and legal expenses. Since there are several items 

mingled ,in the policy, the right to pay for this type of liability 
insurance is not usually questioned. There are some things covered 

by the policy, i. e., damage to district property, that could legally 

be insured.

Other Insurance

As has been indicated before, almost any contingency can be 
insured against. If no domestic insurance company is willing to 

assume the risk, or has the necessary experience, an agent or company 
can usually obtain coverage through Lloyd’s of London.

Inland marine insurance is a comparatively recent development 

among insurance companies, and arose from the practice of insuring 

transported property by means of a clause attached to an ocean marine 
transportation policy. The following types of items can be insured

' ' ' . - • ' .. - .15. - ; • ;while in transit under this form of insurance:

1. Athletic equipment

2. Band uniforms

3. Cameras, projectors, and sound equipment

4. Exhibitions

5. Guns

6 . Musical instruments

14. Insurance Practices in School Administration. op. cit., p. 391.
15. Ibid., p. 416.



7. Painting, works of art, rare books and manuscripts

8 . Theatrical scenery, costumes, and props

9. Trophies

10. Cameras

The above items are only those of chief interest to school 

districts. In actuality, the availability of this type of insurance 

is almost unlimited. Inland marine insurance usually carries a 100% 
co-insurance clause, and it is common to exclude small losses from 
the coverage. ,

Another variety of insurance closely related to inland marine 

is the property floater. While inland marine covers the property in 

transit other than by sea from one place to another, the property 
floaters, which can.be written on most kinds of property covered by 

inland marine,.covers it while being moved from one place to another 
within the school district.

Glass insurance is sometimes used in school districts. Generally, 
only glass most subject to hazards is insured. The volume of insurance 
is therefore rather low, and the rates comparatively high. In the 

standard policy, recovery is limited to 5 7 5  for loss from any one cause 
and to an aggregate of $225 for each occurrence at one location. The 
district may be reimbursed for the cost of any lettering or ornamen

tation that appeared on the glass at the time of. breakage.
There is a variety of policies available to insure the district 

against loss by burglary, robbery, and theft. Co-insurance is some

times used in connection with this coverage, and might afford cheaper 

total coverage, if this were deemed desirable. Some of the policies
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available, and the coverage afforded, are as follows:

1. American Bankers Association Standard Form Bank Burglary 

and Robbery
Covers loss by burglary of money and securities, or damage 

to premises caused by burglary, robbery of money and securities, 

occurring on the premises, damage by vandalism, damage from robbery 
or attempted robbery.

2. Mercantile Safe Burglary
- Covers the district against loss from burglary of property

while it is in safes or vaults described in the contract.

3. Messenger Robbery

Covers loss of money, securities, and other valuables, and 
damage to bags, carrying cases, satchels, etc., occasioned by robbery 

or holdup outside the premises.

4. Combination Robbery (Messenger and Interior)

Covers losses described under Messenger Robbery^ and also 
losses occasioned by robbery within the premises.

5. Mercantile Open Stock Policy

Covers losses of merchandise, furniture, fixtures, and equip

ment caused by forcible entry, and also damage sustained by such 

forcible entry, or.attempted entry. .
6 . Office Burglary and Robbery

This is a broad form, covering inside holdup or robbery, 

outside holdup of messenger, kidnaping, safe burglary, burglary of

16. Insurance Practices in School Administration. op. cit.,
PP. 361-81.

16



money and securities from other places of safe-keeping, burglary of 

furniture, fixtures, etc., and damage to the property insured.

54

7. Money and Securities Policy— Broad Form
Money and securities are insured against all risks, including 

fire. Other property, however, is not covered against fire, and is 
only covered against loss caused by safe burglary or holdup, or attempts 

at these. The premises are covered to the same extent as other property.
8 . Comprehensive Dishonesty, Disappearance, and Destruction 

Policy

This may contain eleven insuring agreements, on the following
items;

Fidelity coverage ,

Premises coverage 

Messenger coverage 

Safe deposit coverage:

Forgery insurance on outgoing instruments 

Forgery insurance on incoming-instruments; r
. Mercantile open stock burglary 
Mercantile open stock theft

Payroll coverage, inside and outside premises 
Payroll coverage, inside.premises only 
Mercantile open stock burglary and.theft coverage

All of these agreements are not used together, but they are 

available, and some companies will not write premises coverage or 

messenger coverage without fidelity coverage, nor forgery on outgoing
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instruments without fidelity. The premium to be charged is based on 

the number and nature of agreements entered into.

Another type of insurance frequently used by school districts 
is the bond. The employee fidelity bond is probably the most common. 
There are two possible methods of bonding— the personal assurance from 

a responsible citizen or citizens, and the corporate surety bond.

Since we are discussing insurance in this section, the latter will be 

considered. The bond may be issued for one individual, or for several 
named in a schedule, or for all employees occupying certain listed 

positions at the time any default or loss occurs, or in blanket form, 

covering all employees of the school district. This latter type can 

be written for a blanket amount, increased in the case of certain 

positions or certain employees to larger amounts.
Public officials bonds are not required in the State of Arizona 

of school trustees or other school officials, except the County School 

Superintendent, and will not be discussed.
There are three types of bonds available for use in connection 

with building contracts. These are bid, performance, and payments 
bonds. The first merely guarantees that the bidder, if awarded the 
contract, will enter into it and file the other bonds required of 
him. The performance bond guarantees that the work will be done as 
specified in the contract, and the payment bond insures that the 
prime contractor will pay promptly all his labor and material bills in 

connection with the project.
From the foregoing, it will be seen that insurance is available 

to cover almost anything. In the next chapter, some attention will



be given to the intelligent choosing of what items may be insured and 

which ones might better be borne as risks by the school district 
itself.
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SELECTED INSURANCE COVERAGE :- - '

Fire Insurance

We have already noted that the likelihood of complete loss from 
fire of the widely scattered buildings in a modem school system is 
infinitesimal. It should be considered, however, that such complete 
loss would bankrupt the district for many decades if no provision were 
made for it, and the billion to one chances against it failed to 
prevail.

Probably not yet available to school districts in this state, 
but definitely a thing of the near future, is a new type of fire 

insurance. It was first used to any extent by Chubb and Son, New York 

brokers, around 1950, and consisted of a $5 , 0 0 0  deductible insurance - 
policy, which was said to result in as much as 2Q% reduction in prem
iums. The $5,000 deduction works just like an auto collision policy.

The insurance company agrees to pay all losses caused by fire/ after
1

first deducting $5,000 from the total of each loss. A district 
purchasing such a policy could thus protect itself from major disaster 
while reducing the cost of its insurance program appreciably.

This new type of coverage came into notice again in 1951, in 
connection with an insurance policy written by the Insurance Company

CHAPTER V

1. "New Coverage”, Business Week. June 25, 1950, p. 89.



of North America, covering all of the properties of the Standard Oil

Company of Indiana, scattered through eight states. The total amount

of the policy was $500,000,000, and "it provided a deductible clause
of $500,000 on each loss. The Standard Oil Company thus became a

self-insurer on all losses up to half a million dollars, but insured

itself against complete disaster. Following the successful negotiation

of this policy, which cost Standard $750,000 in premiums for the first

year. North American announced that it would write fire insurance
policies under certain conditions with a deductible feature up to
$100,000. At the same time, the Chubb group was writing policies with

2
$5,000 to $250,000 deductible.

If deductible fire insurance is not soon made available to school 
districts in Arizona, the districts might still use some degree of 

selection in insuring. If there are several pieces of less valuable 

property owned by the district, such as supplemental stadia, mainten

ance shops, warehouses (unless the contents were extremely valuable), 

and other such miscellaneous buildings and installations, it would be 
possible to exclude these from blanket insurance coverage and allow 
the district to assume the complete risk on them. It is important 

that none of the items so excluded be of substantial value unless the 

board is ready to commit itself to a self-insurance program.

Other Insurance

The board might adopt a program under which it carries only fire 2

2. "Disaster Policy", Business Week. April 14, 1951, pp. 130-1.
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insurance, and drops all miscellaneous coverage. For the most part, 

except for liability policies, the items covered on the other insurance 

policies are small enough to make little difference in the overall 

financial picture of the district, even if losses do occur. If the 
items are substantial, then it follows that the school district is a 

large one, and probably able to shoulder the financial burden of the 

larger losses.
Since insurance companies must pay their expense, including 

agents' commissions, and reap a profit, out of the premiums received, 
before returning any in the form of loss payments, it follows that 
the school district is not going to get its money back, in the long 
run. Even if one district suffers many heavy losses, and stays ahead 
of the insurance companies for a period of years, the premium payments 
will eventually amount to more than the losses paid for. The amount 

by which the premiums exceed the losses, on the average, is rather 

high. Some figures to illustrate this have already been cited, but 

there are others equally impressive.

The Public School Business Officials' investigation, in 1941,

turned up some interesting figures on the year 1937. During that

year, 66 school districts in 23 states paid $68,831#56 for public
liability insurance. They recovered $$,441.50 in losses, for a loss

to premium ratio of 7.9%. Ninety districts in 25 states paid $50,246.63
in bond premiums, with one case of loss recovery amounting to $1,500.

3
This equals a 2.98% loss ratio. The ratio in burglary and robbery 3

3. An Investigation of Insurance Practices of City School 
Districts, op. cit.. pp. 272-3.



insurance has already been referred to in an earlier section of this 
paper.

There are other cases illustrating the.same pointy but it hardly 
seems necessary to elaborate. Any purchaser of insurance must make 
the choice between the high cost of insurance and his own financial 

ability to bear the loss in question. If he is able to bear the possible 

loss himself, without seriously damaging his financial position, it 
is foolish to buy insurance and contribute upwards of half the premium 
to the salaries, profits, and other expenses of conducting an insurance 
company. The size, assessed valuation, and public relations of the 
school district will all have a bearing on this matter, and it is one 
that each district board must decide on the basis of the facts at hand.

Following is some information on a group of cities of the United 
States which use some form of selection in the purchasing of insurance. 

The problems-faced by these cities in protecting their properties and
4

assets is similar to that faced by school districts:

1. Detroit. This city insures only the public lighting plant, 
and the latter only for the inspection service provided.

2. Boston. No insurance is carried on buildings or automobiles, 

and no insurance fund used. There is one boiler policy carried, 
primarily again for the inspection service.

3. Buffalo. The city is self-insured, with no insurance fund, 
except for one city institution located outside the city limits. 4
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4. Governmental Research Institute, Municipal Insurance Practices. 
St. Louis, February 2, 1940, pp. 24-6.
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4. Cincinnati. All general city departments are self-insured, 

except for boiler insurance, radium loss and theft, and machinery 
explosion insurance at the general hospital. In the case of the boiler 
and machinery policies, it is highly probable that the inspection 
service is more desirable and valuable than the insurance itself. In 
the case of the radium policy, the chances are that the city is 

covering something of extremely high value with a very lo w possibility 
of loss, and can therefore obtain insurance at a reasonable rate.

5. Seattle. Most fire and other risks are self-insured, but 
there is a small group of liability and theft policies in effect.

. 6. Baltimore. Structures where a particular fire hazard exist 
are insured, and there is also an insurance fund to supplement coverage.
. 7. San Francisco. This city has no fire insurance on any city

property, as we have already seen, but it. buys insurance for city 

school buildings. The city also has complete coverage on earthquake, 

explosion, windstorm, plate glass, auto fire and theft, burglary, 

and other miscellaneous items. The explanation for omitting fire 
insurance and purchasing some on other risks that the city could bear 
more easily is not readily determinable.

8. Rochester. This city is partly self-insured and partly 
covered with insurance on fire.



COMPLETE SELF-INSURANCE 

With an Insurance Fund

Few school districts in the State of Arizona will be of sufficient
size or possess adequate resources to enter into a complete self-
insurance program. Even those that might contemplate this step would
probably not do so until they had established an insurance fund large

enough to supplement current funds in the replacement of large losses.

Before considering self-insurance at all, the board ought to be

acquainted with certain criteria which have been laid down for school

districts which bear their own risks. One writer has listed these as 
1

follows: •

1. The number of units of property covered must be sufficiently 
large to make the application of averages possible.

2. The amount of coverage per unit should be reasonably small 

and uniform. -
3. Only reasonably non-hazardous risks should be included.
4. The risks should be independent of each other.
5. If a self-insurance fund is used, it should be created 

gradually, not by a sudden transfer of outside funds.

1. George S. Hanson, State and Municipal Self-Insurance. National 
Association of Insurance Agents, New York, 1954, p. 6 4 .
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6. The self-insurance fund must be kept inviolate.

7. Too much reliance should not be placed on favorable loss

experiences of the past ten or twenty years. : ' -

8. The property owner (school district) must be highly solvent.

Smith’s study listed only two conditions that had to be met for
- - . - 2

a reasonable expectation of success in a self-insurance program:

1. The community must have a sufficiently large number of build
ings to warrant self-insurance.

2. Buildings should be located far enough apart so that fire in 
one would not endanger others.

It has been argued that insuring with old-line stock insurance 

companies rather than attempting to bear one’s own risk has the
3

following advantages:

1. Prompt and equitable settlement of claims.

2. Services not described in the insurance policy
a. Insurance advice. .

b. National Board of Fire Underwriters, which recommends 

standards for fire-fighting equipment, water mains, etc., and model 

building and electrical codes.
c. Underwriters Laboratories services.
d. Spread of risk. * 3

. 2. Harvey A. Smith. Ph. D.. Economy in Public School Fire :
Insurance. Columbia University, 1930, p. 82.

3. Walter G. Dithmer, "Is ’Self Insurance' Insurance?", American 
School Board Journal, November, 1953> PP* 55-6.
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Some of these are unquestionably valid, but the value of insurance 

advice in the absence of any insurance coverage would be difficult to 

calculate. It is also questionable that prompt and equitable settle

ment of claims on losses is a service solely confined to insurance 

companies. If an insurance fund were in existence, and were adequate 
to settle claims, it is hard to see how a private insurance company 

could operate any more promptly or equitably. The service of the 
insurance company in spreading the risk is also open to question. It 
is true that the risk is spread, but it is also true that there is a 
very high charge for doing this job. School districts in the United - 

States recovered 28.7^ of premiums paid in from 1921 through 1930,

26.9% from 1931 through 1937, and 31.9% from 1938 through 1945. Thus 
more than two-thirds of the cost of school insurance has been paid for

4
something other than payment of losses. During one comparable period, 

1920 through 1930, 51.4% of premiums collected on all classes of fire 

insurance were paid out in the form of indemnities for losses by
5

United States insurance companies. -

It is evident that schools have been paying considerably more 
than the householder on the corner to have their risks spread, and 

the fact is that they need this service less than he does. It has 
been said that if a man owned 1,OCX) houses scattered throughout the 

entire state, and did not insure against loss, he could expect to

4. Insurance Committee Report on School Fire Insurance. 1938-45.
QP. , p. 14*

5. Insurance Practices and Experience of City School Districts.££. tit., p. 49.



suffer some damage each year, and that the amount of damage would tend

to equalize over a period of years, with such a large number of risks

involved. If he insured, he would soon find that he was paying out

two or three dollars for every dollar returned. The owner in such a
position, faced with the certainty of losses each year, and the virtual
impossibility that they would be excessive in any given year, would be

extremely foolish to insure. On the other hand, it is the legitimate
business of the insurance company to protect the average man or the
average business, owning one or two buildings, who cannot afford to
have all or half his investment in fixed assets wiped out at one blow,
even though it costs him more in the long run to insure against this

6
than the disaster would.cost.

Three examples of cities that have been self—insured for a period 

of years, using an insurance fund, may be cited. In Philadelphia, 

self-insurance was begun in 1904 for city-owned property. , There was 

to be $25,000 paid into the fund every year. At December 31, 1938, 

the fund had a balance of $556>598.58, and no payments had been made 
into it for the previous ten years. From 1923 through 1936, investment 

income of the fund totalled $317,670, while losses paid from it came
7

to $315,080. , _ ™ , , .

.The City of Pittsburgh established a self-insurance fund in 1927.

There was an original appropriation made to the fund of $463,235.57•

6. -P.K. Platts, "Does State Insurance on School Property Pay?", 
American School Board Journal, July, 1931# p. 59.

7. Municipal Insurance Practices, op. cit., pp. 24-6.

65



66

In each of years 1928 and 1929, $50,000 was appropriated to the fund,

and in 1930 and 1931, $40,000. In 1930, there was an additional sum of

$112,220.88 paid into the fund. From 1931 through December 31, 1934,
no additional amounts were paid into the fund, the only additions having

been interest earnings. On the latter date, the balance in the fund was

$915,635. From 1927 through 1934, total losses were $25,708, while an

additional $11,032 was spent on fire prevention surveys. Interest
8

earnings of the fund were averaging $29,000 per year.

Cincinnati established a self-insurance fund in 1912. From 1912

through 1924, except in 1914, $25,000 was paid in every year. From
1924 through 1936, the fund carried on on its own earnings, which

amounted to $229,478.70. Total income of the fund, including the
$25,000 payments, which were about what would have been paid for
insurance premiums in those years, was $529,478.70 over the 25 years

of operation. Expenses, including losses, were $37,935.40. The value

of the property insured in the fund on December 31, 1936, was slightly
over 29 million dollars, and calculations show that it would have cost
Cincinnati $625,000 to insure for the 25 years of the fund's existence.

Actually, $300,000 was spent to create a fund then valued at $491,543.30.

The gain, then, was $191,543.30. Insurance would have cost the city
$325,000 more than the payments into the fund, so there was a net

saving for the entire period of $516,543.30 for the taxpayers of 
9

Cincinnati.

8. Fire Insurance on Public School Property, op. cit.. p. 104.

9. Orie P. Gruelle, State Insurance on Public School Property in 
Kentucky. University of Kentucky, March, 1939, p. 52.



Self-insurance with a fund is not a common practice; where it is 

used, it is frequently found that earnings on the fund's assets are 

sufficient to take care of losses, after a number of years of operation. 

This will be brought out also in another chapter, dealing with state 

insurance funds. -

The St. Louis study listed the following advantages of using a
10

replacement fund in connection with a self-insurance program:

1. Enable the handling of necessary repairs and replacements
promptly, although not providing full coverage against catastrophic 
losses. '

2. Income would be provided by investment of the fund1s assets.
3. More rigid record-keeping would probably be forced on a 

municipality than would be the case under program of company insurance 

or no fund self-insurance.

Disadvantages listed were:

1. A sum of money would be tied up that might be used advan
tageously elsewhere.

2. There would exist the initial necessity of continuing with 

some company insurance for a time, or risking losses with a fund which 

would at first be inadequate.
3. The fund would require administration, including investment of 

funds, record-keeping and appraisal of damage losses, not necessary in 

self-insurance without a fund.

67

10. Municipal Insurance Practices, op. cit., p. 37.
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Ketler holds that it is highly debatable for a district to carry

an insurance fund: that minor losses could be met from current taxation,

while it would take a tremendous fund to care for any loss that might

occur. Reserves of such size have been subjected to abuses in the past,

and most students in the field of public finance prefer credit
11

financing to surplus financing.

Under present Arizona law, there is no method of establishing a 
self-insurance fund for Arizona school districts. The question is 
whether it is desirable that legislation be asked for allowing such 
a move to be made. It is.the writer's opinion that it would be more 
worth while for school boards and school administrators to join forces 

in an effort to establish a program of state insurance in Arizona, 
rather than devoting their efforts to attempts to secure permission 
to set up separate insurance funds. These could be used by only a 

few of the larger districts of the state, and might not be used by 

any, if the advantages and disadvantages were weighed by the school 

board and the latter found to be the heavier.

Self-Insurance Without a Fund

No legislative change is needed to permit schools to bear their 
own risks without accumulating a fund to pay for losses, because there 

is nothing in the law requiring that school districts insure. The 
provision previously alluded to, giving the board the right to manage

11. Reserve Funds in Public School Finance, op. cit., pp. 49-50.



and control the district's property, is a broad directive. The school 

board's duty is to manage and control the property in the best inter

ests of the children and the community at large. If, in the judgment 

of the board, the best method of dealing with the risk of loss is to 
allow the district to bear the full brunt of it, there is nothing that 
can be done to prevent their establishing such a policy.

There are many American cities and school districts, some of 
them smaller than some districts in the State of Arizona, which are
self-insured. Smith found the following United States cities to be

12
self-insurers on school property:
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Name of City Value of School Property

Chicago $3 0 0 ,0 0 0 , 0 0 0

Philadelphia 6 5 ,0 0 0 , 0 0 0

Detroit 4 9 ,1 0 0 , 0 0 0

Boston 3 0 ,0 0 0 , 0 0 0

San Francisco 2 5 ,0 0 0 , 0 0 0

Kansas City, Mo. 2 3 ,5 0 0 , 0 0 0

Rochester, N. Y. 2 0 ,0 0 0 , 0 0 0

Seattle 1 2 ,0 0 0 , 0 0 0

Grand Rapids 1 0 ,0 0 0 , 0 0 0

Flint 9 ,0 0 0 , 0 0 0

12. Economy in Public School Fire Insurance, op. cit.. p. 82.
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Name of City Value of School Property

Worcester, Mass. § 8,746,948
Providence, R. I. 8,500,000
Springfield, Mass. 7,250,117
Cambridge, Mass. 3,761,598
Davenport, Iowa 3,407,920

Cincinnati Not available

New Bedford, Mass, ii

Milwaukee ii

Rockford, Illinois ii

Washington, D. C. ii

13
Some representative reports from these cities follow:

Washington, D. C.: Practically no fire losses for ten years.

Davenport, Iowa: No fires worth mentioning, except in 1929, when
a §3,000 loss occurred.

Providence, R. I.: Providence had a fund of §50,000, replenished
when losses took it below this amount. It had not received any pay
ments for five years, because there had been few fires and small losses.

Chicago: Average losses for 20 years had been §6,000 per year.

Rockford, Illinois: The only loss reported over a period of many
years was one of §500.

The City of New York deserves special attention. New York has
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carried no insurance on its school properties since 1892. In one 

eighteen year period, from 1918 to 1935, fire losses totalled $544,405. 

To have carried insurance, based on rates in communities of comparable 

size and risk, would have cost New York $272,400 per year, based on 

the December 31, 1935, value of the properties. Thus New York might 

have paid out, during the years 1934 and 1935 alone, as much in 
insurance premiums as the losses it suffered during the entire eighteen

14
years. The experience in New York in recent years has been similar 
to this, and certainly, with more modem methods of fire prevention and 
fireproof buildings, there is no reason to believe that any event 
in the future could change this self-insurance policy, which has 

resulted in such large savings.
It can be argued that most school districts in Arizona are much 

smaller and offer less diversification of risks and less financial power 

than does New York City. This is truej it is also true that the larger 

districts, located in burgeoning Maricopa and Pima counties, need all 

the funds they can get to provide for the building of additional 
classrooms. If an uninsured, loss were to cause any of these rapidly 

growing districts to have to sink money into the rebuilding of an old 
structure that might have been used to construct new buildings, the 

board would be subjected to severe and deserved criticism. Nothing 
can be done now that might in any way jeopardize the construction 
program under way in most large districts. The constantly increasing 

load of children must be housed, and even if the district is out more

14. State Insurance of Public School Property in Kentucky. 
2B« cit., pp. 54-5.
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money in the long run, no defense could be found for the school board 

member who would plunge his district into complete self-insurance at 

the present time.

However, there will perhaps come a day in Arizona when the 

rapid growth levels off somewhat; there will come a day when the 

influx of people and industry no longer continues to heap prosperity 
upon the investors in Arizona and burdens upon the school districts, 
responsible for caring for the thousands of new children who enter the 
state every year. When that day comes, the need for economy in current 
operations of the schools may be as great as is now the need to get 

every nickel’s worth of value out of the building dollar. Then, and 
only then, will the school board be in a position to consider the drop

ping of its entire insurance program and letting the spread of risk 

to the thousands of taxpayers living within the boundaries of the 

district substitute for the spread of risk accomplished by the insur

ance company. -

Until such time, the school board can only venture partially into 
self-insurance of its assets. In Chapter V were outlined various 

degrees of assumption and transferral of risk, and somewhere in these 

suggestions lies the best course of action for the board.

All this, however, is predicated upon the situation as it exists 
at the present time. The next chapter of this paper deals with a 
method by which the schools of the state could assure themselves of 

reimbursement in case of loss, and do so at considerably less cost 

than by insuring with private companies. The advisability of establish
ing state insurance funds has been much debated, pro and con, and these
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arguments will be presented, together with the author's judgment as 

to the practicability of establishing such a system in Arizona.



CHAPTER VII

STATE INSURANCE 

Historical Background

The first notable example of a governing body offering insurance 

on property within its boundaries occurred in London, in 1681. This 
was fifteen years after the great London fire, and a strong demand had 
been made that the City of London itself insure the houses of its 
citizens. The Common Council voted to do so at lower rates than were 
then being charged by the individuals who were engaged in the insur

ance business. The courts, however, put an end to this movement by

holding that the Charter conferred on the city no power to transact 
1

such business. . ’
Reference to Appendix E of this paper will enable the reader 

to see at a glance the dates that various state insurance operations 

have been born in the United States. Led by South Carolina in 1903, 
at least seventeen states have tried some form of insurance fund, 

exclusive of those for workmen's compensation insurance. In addition to 
those shown in this table, there have been unsuccessful or abandoned 
state insurance plans in Colorado, from 1925 to 1939, in Rhode Island, 

from 1931 to 1948, in Minnesota, from 1913 to 1919, and in Nebraska, 
where the state hail insurance fund was established in 1917 and

1, State Insurance of Public School Property in Kentucky. 
o£. cit., p. 14.
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abolished in 1941. In 1935, a Montana statute established an insurance
fund, but,the law was repealed in 1936 by a referendum before it had

2
had a chance to be implemented.

A brief discussion of each of the existing state insurance funds 
follows.

Alabama

The Alabama fund was established in 1923, and covers: property 
owned by the state, as well as, property of school districts, and 
property owned by any county and used for school purposes. State 

property is to be insured in.the fund at 75$ of its value, and school 
property may be insured up to 100$ of its value. The fund insures 

against all losses by fire, lightning, windstorm, and hail. Premiums 

are based on current commercial rates, less 40$, except that on risks 

re-insured, there is no.discount. The premiums must be paid to the 

fund within 6 0  days after billing, otherwise the fund deducts the 

payment from any other funds due the school district, department, 
or county, from the state. Salaries of employees of the fund, including 

the administrator, secretary, clerical force, and inspectors,may not
3

total more than 4$ of the premium income in any one year.

During the.30 years of the fund's operation up to 1953, it had 2 3

2. Fire Insurance Coverage for Washington School Districts, 
op. cit., p. 38.

3. Alabama State Insurance Fund Law, as amended through the 1950 
legislature, furnished by Department of Finance, State Insurance Fund, 
Montgomery, Alabama, February 14, 1950.
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returned direct savings, in the form of discounts on rates, amounting

to $6,986,967.33, and had in addition accumulated an earned surplus

of $2,637,197.64. The fund had spent $4,720,876.91 for re-insurance
on its larger risks during the 30 years. In 1952-53, the total
insurance in force in the fund was $156,946,556 on fire risks, and of

this $85,480,500 was re-insuredj that is, a commercial insurance

company issued a policy covering the larger risks, while the smaller
4

ones were borne by the fund itself.
The Alabama fund operates on its own resources without any help 

from the state. In 1952-53, the operating expense amounted to $53,000, 
including the cost of furnishing annual inspection to all properties

5
for rating purposes, insurable values, and fire hazards.

Florida

In the Florida fund, single risks may not exceed $50,000, except 

with the approval of the Board of Commissioners of the State Institu

tions. Only state property is insured in this fund, and it is actually 
insured to about 15% of its value. The fund may loan money to state 

departments to enable them to install equipment which will result in 
reduction of insurance rates for those buildings. These loans are 
repaid by continuing to charge the same rate as was being charged 
before the installation, until the loan has been absorbed by the rate 4 5

4. Alabama Department of Finance, Annual Report. State Insurance 
Fund. o£. cit., p. 4

5. Ibid., p. 5.
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differential. - ■ .

From its inception to June 30, 1950, the Florida fund administrators

calculated that the State of Florida had lost $51,334.35 in premium
taxes on insurance premiums that would have been written by private

insurance companies. The fund's administrative expenses during this
period were listed at $107,443.26, which evidently does not include

7
all expenses, or it would have to be much larger. Other information
on this fund, as well as the others listed, will be found in the table 
in Appendix E.

Kentucky

The Kentucky fund came into being in 1936, and the law governing 

it provides that all buildings or other property belonging to or under 

control of the Commonwealth of Kentucky must be insured in it. The 

Department of Insurance surveys property and fixes valuation at re

placement value less depreciation. Rates are fixed each year, and 

are the same as those charged by private insurance carriers in the 
state for the same type of risk. No school or other public properties
are insured in the fund. There is a permissive re-insurance clause,8
for risks exceeding $$00,000.

Gruelle advocated in 1939 that the provisions of the Kentucky

6. Fire Insurance Coverage for Washington School Districts. 
op. pit., pp. 1 6 -7 .

7. Ibid., p. 18.
8. State Insurance of Public School Property in Kentucky. 

op. cit., pp. 32-4.
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plan be expanded so as to permit the insuring of public school property 

in the state insurance fund, but this has not yet been done.

Michigan

Michigan's fund insures only state property, but not all of the 
property of the state. The University of Michigan properties are not 

insured in the state fund, nor are those of Michigan State College.
Premium rates in this fund have varied from time to time. From 1921 
to July, 1928, no premiums at all were collected, since it was felt 
that the fund was adequate to meet all losses. For the entire period 

of the fund's operation it has been estimated that the rates charged
9

have averaged only about 25% of what private carriers would have charged.

In 1951, the state fund was faced with a loss which it could not

cover, namely, the State Office Building. The total loss amounted to

$5,271,993, of which the fund paid only $175,000. In 1952, the

Southern Michigan prison burned, with a loss of $1,483,970, of which10
the fund paid $400,000. Total loss payments by the fund prior to 
these two was $1,670,750.16. Had the two losses been paid in full, 
total loss payments for the entire history of the fund would still 

have been only $7,581,713, considerably short of the $12,580,000 that 
private insurance companies might have charged for the protection, 
based on four times the premiums that were paid into the state fund.

9. Fire Insurance Coverage for Washington School Districts. 
0J2> cit., p. 19.

10. State arid Municipal Self-Insurance, op. cit.. p. 24.
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North Carolina. -

In North Carolina, property of the state has been insured in a 

state fund since 1945, and property of public school districts has 
been insurable in a state fund since 1949. North Carolina is the 

only state which provides a separate fund for the insuring of public 
school property.

The 1949 state assembly in North Carolina established the
optional plan on July 1 of that year, following a 1948 fire insurance
rate increase of 25$ on North Carolina school buildings. Less than
six months after the establishment of the fund, the North Carolina

Fire Insurance Rating Bureau asked the Insurance Commissioner to

reduce rates on public schools, and the result was a lower rate than

before the 1948 increase, thus substantiating the State Board of
11

Education's claim that the 1948 raise was not justified.

The Division of Insurance of the State Department of Education

acts as company, agent, rating bureau, engineer and adjuster for schools
of North Carolina. Every unit must be inspected before it is insured.
Insurance rates are uniform for the same classes of risk throughout
the state, and insurance is written on a specific basis in a schedule,
in one-year policies. Units’participating are required to carry at

12
least 75$ of coverage, and may go to 100$.

By June 30, 1953, the fund was insuring about 40$ of the insurable

11. "Optional State Fire Insurance", op. cit., pp. 47-9.
12. Lo g , cit.



value of public schools in the state, with $140,000,000 insurance in 

force, and average premiums of 29 cents per $100. In 1947-48, before 

the 25^ boost in rates, school districts that are now insuring in the 
fund were paying an average 6l cents per $100.

Oregon

The Oregon Restoration Fund is of the legislative appropriation 

type. It is now 30 years old, but the record is incomplete on its 
history, since all records pertaining to the fund were destroyed in 

a 1935 fire that consumed the Oregon state capitol building. Appro
priations have been irregular, most recently being $400,000 per year. 

The fund has paid all losses with the exception of the one occasioned
13

by destruction of the capitol.

Pennsylvania

In Pennsylvania, the state self-insures all state property, and 

bears all other risks except those occasioned by the use of auto
mobiles. There is a fund for payment of losses, formed by diverting 
one-half the tax collected on all out of state insurance companies 
doing business in the state.

South Carolina

Oldest, state insurance fund is this one, started in 1900. State

13. Fire Insurance Coverage for Washington School Districts. 
op. cit., p. 20.
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county, and school district property can be insured in the fund, which, 

at latest available word, covered $128,000,000 worth of insurable values 

in public property. Originally, re-insurance was used on large risks 
in this state, but there was some difficulty encountered in 1927 in the 
placing of re-insurance on large risks. As a consequence, the re

insurance sinking fund was established, by transferring amounts from 
the insurance fund. Now, all losses on brick and stone buildings 

above $25,000 and on brick veneer and frame buildings above $10,000

are paid from the re-insurance fund. At June 30, 1949, the latter had
14

a balance of $879,278,86.

South Dakota

In South Dakota, there is a fund to provide payments for minor 

losses, which has been established and is kept up by irregular appro

priations by the legislature. In 1953, the legislature appropriated 

$100,000 for each of the years 1952 and 1953. This fund covers only 

state-owned property.

Wisconsin

Not the oldest, but the largest, of the state insurance funds, 
is that operated by the State of Wisconsin to cover all state, county, 
and school properties, the latter two on an optional basis. For the 

first 4$ years of operation of this fund, the loss to premium ratio 
was 32%. This would seem to be somewhat similar to the ratio encoun-

14. Ibid., p. 21.
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tered by schools insuring with private insurance companies, until one

remembers that premium-rates in the State of Wisconsin Fund are at

present $0% of commercial rates. . No estimate is available as to the
average rate over this period of time, but it is obvious that it is.less

15
than the full commercial rate. No re-insurance is used by the 

Wisconsin plan, but the balance in the fund when the latest figures 

were available, on December 31, 1953, was over eight million dollars.
In view of this substantial amount, re-insurance hardly seems to be 
indicated.

North Dakota

Since 1919, all public property in the state in incorporated areas
has been insured in the state fund. For a time, free insurance was

granted to all those who had been insured in the fund for five years.

This was a 1935 act of the legislature, effective when the reserve

amounted to $1,500,000. The 1947 legislature raised the reserve
requirement to $4,000,000, and provided that the five year policy
holders would pay 25% oi commercial rates until that figure was16
reached, with all others to pay 50%.

Pros and Cons of State Insurance

It is not difficult to uncover criticisms levelled at state 
insurance funds. To quote one school board member who was at the

15. Dr. Gaylord D. Morrison and Wilber E. Scoville, "Save 
Millions of Dollars Through State-wide Self-insurance", American School 
Board Journal. August, 1953, pp. 28-9.

16. Ibid.. p. 29.
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time connected with the insurance industry: "It is basically wrong
for any American governing body, be it city, state, or nation to enter 

a line of private business that is honestly or fairly conducted. The 
stock fire insurance business, through its companies and agents, pays 
more than its share of taxes."

One can easily guess that the author of these words was not 

affiliated with any mutual fire insurance company, but it would not 

be surprising to hear a representative of a mutual company or companies 
make the same sort of statement. The first part of the statement 
ignores the fact that the state, in insuring its own properties and 

those of its political subdivisions, would not be offering any services 
to the public. Most protests against the entry of government into the 

field of business have arisen because government has offered goods 
or services to the public at substantially less cost or more conven

iently than they were offered by private industry. Rightly or wrongly, 

private industry has in these cases maintained that tax-free govern
mental enterprises constitute unfair competition. But in the pro
tection of its property, the state is not entering business at all.
It is not offering to protect the finances of the corner grocer if 
his house or his business building suffer damage from fire. The 

state, and its representatives, are merely trying to discharge the 

same duties faithfully that are imposed upon school board members—

17

17. Walter F. Beyer, "The Practicability of State Insurance 
Funds", American School Board Journal. September, 1931, pp. 48 and 116.



to manage and control public property. If it is basically wrong to

attempt to do this in the most economical and efficient way, then the

entire democratic system is basically wrong.
Another writer compares insurance operated by government with

other government ventures, and concludes that, right or wrong, it would

have to be a poorly conducted enterprise, merely by the nature of the 
18

beast. The best answer to this is provided by Gruelle, who says
that if qualified and reliable men can be found to run private companies
and perform the necessary technical functions, then they can be found
in government. To say that Qualified men are not to be found in

19
government is to indict all government.

Certain failures of state insurance funds are always cited by 
opponents of this type of operation. The one most frequently referred 

to, probably, is the case in Minnesota. The fund there was started 

in 1913, and received premium appropriations by the legislature until 

1919. After that date, it was decided to abandon the plan, and no 

more payments were made to it. In 1922, two normal schools in the 
state burned, and the fund was exhausted, failing even to have enough 

assets to pay the losses. It can hardly be said to have failed, 
however. It was merely discarded, and what was left of it was used 
to help defray the losses incurred, which should have been insured, 

since it was known that the fund would not cover them, and was no

18. "Is ’Self-Insurance1 Insurance?", op. cit.

19. State Insurance on Public School Property in Kentucky; 
op. cit., p. 89.
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longer to be kept up.

There have been large losses which the state fund was inadequate

to pay in both Colorado and South Dakota, but the failure in both cases
21

to provide for re-insurance on large risks can be blamed. Until a 

fund gets to a size where it can bear large risks, those risks should 

not be imposed upon it, and the risk spreading services of the insur
ance companies should be utilized just as long as they are needed to 

re-insure large or hazardous pieces of property.
The Washington school district study gave the following arguments

against state insurance plans, some of which have already been touched 
22

upon:

1. State insurance funds could not realize competitive economies 
of large insurance companies in operating costs.

2. There is no opportunity to select risks.
3. Formation of an insurance plan is an invasion of private 

enterprise, and can be expected to be no more successful than in 
other fields.

4. There is not enough spread of risks.

5. The presence of large idle funds invites misappropriation.

The first point in this list is questionable. There is a point 

of diminishing returns in bigness, just as in anything else. Where

20

20. Insurance Practices and Experience of City School Districts. 
ojq. cit., p. 107.

21. State Insurance on Public School Property in Kentucky.
0£. cit., p. 96.

22. Fire Insurance Coverage for Washington School Districts, 
op. cit., pp. 35-8.



an insurance company might reach that point is hardly a fit subject 

for discussion in this paper. Regardless, however, of whether or not 

a large insurance company might effect more operating economies than 
a state insurance fund, we have already examined enough evidence to 

know that any savings have not been passed on to school districts, but 

rather, that school districts have paid the freight for some other 

classes of risk. Economy of operation becomes an academic question 

if the schools are not to benefit by it.
Points 2 and 4 can be taken care of very largely by re-insurance, 

until such time as the fund is large enough to bear all its own risks. 

If the state does the insuring, then one million residents of Arizona 
will share in the risk, and if enough of it is diverted in the fora 

of re-insurance, this ought to be enough of a spread.
Point 3 has just been answered, and it ties in with point 5» 

Government cannot operate without funds, and funds always invite mis

appropriation. If we cannot find enough reasonably honest people to 

conduct the business of state government in Arizona, then it might as 
well be returned to the Indians. An insurance fund would be no more 
of a temptation than any other government fund, and it is hardly likely 

that any legislature, in providing for such a fund, would neglect to 

provide safeguards for it.
23

The same study lists arguments in favor of state funds:

1. The state can save acquisition costs, such as agents' 
commissions, advertising, overhead expense, etc,, which usually amounts

23. Fire Insurance Coverage for Washington School Districts.
0 £. cit., pp. 32-5.
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to 35% to 60%.
2. If the law is set up to require full protection for public 

property insured in state funds, then full coverage is assured. We 
have already seen that any degree of coverage from zero to 400% may 

exist in dealing with private companies.

3. Education is a function of "the state; therefore, school dis

tricts ought to be able to elect to provide for the protection of 

their properties through a state fund.
4. It is just as feasible for a public body, such as a city or 

state, to carry its own insurance as to insure privately, if the 
number of risks is large enough and they are widely scattered.

5. State insurance funds for schools would eliminate harassing 
and embarrassment of local school officials by insurance agents 

desiring business.
6. Some private companies have established self-insurance in 

lieu of private company insurance.

7. If legislation concerning state insurance funds is properly 
drafted, misappropriation can be eliminated.

8. The state fund could employ personnel for inspection, rating, 

and other functions, who are just as skilled as those employed by any 

private company.

The insurance industry has had far too many fat years in dealing 

with schools and school districts to concede at the drop of a hat that 

state insurance funds would be a better solution to the problem of 
property protection than most districts are now using. To quote from



"The fire1941 Public School Business Officials committee report: 

insurance business of city school districts yields stock companies 

upwards of ten million dollars in premiums collected annually. Their 

charges for this business are exorbitant. They don't intend to do 

anything about it. School districts should seek more economical 

sources of protection. There are other ways that are safe."

24

24. An Investigation of Insurance Practices in City School 
Districts, on. cit.. p. 16.



CHAPTER VIII

A PROPOSED STATE INSURANCE PLAN FOR ARIZONA

Coverage

While it is equally desirable to protect all public property 

economically, we are dealing in this study with public schools pro

perty, and propose that the plan to be established, through act of the 
legislature, insure only property of the common and high school 

districts of the state, as does the plan administered through the State 

Department of Education in North Carolina. It is suggested that the 

carrying of insurance in this fund be made mandatory, as soon as 

presently existing insurance policies expire.

The fund would cover only those hazards usually included in the 

fire policy and extended coverage endorsement. If any districts in 
the state desired coverage of miscellaneous items, it would be necessary 
for them to purchase insurance frcan private companies.

Re-Insurance

Until the fund has reached sufficient size to cover the largest 
single risk owned by any school district in the state, it is suggested 
that re-insurance be mandatory. The amount of re-insurance required 

would be varied according to the size of the fund in relation to the 

size of individual risks which it covers. There ought never to be a 

time when one single loss in the school districts of the state could
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bankrupt the fund. If the fund has a balance of $100,000, then all 

individual risks in excess of $100,00 should be re-insured.
There are no accurate figures available on the total valuation 

of school district property in the state, but a rough approximation 

can be made by taking the value of property of Tucson District Number 

One. The value computed by Blake in 1953 has probably increased to 

$18,000,000 because of many new buildings and additions. The average 

daily attendance in schools in the Tucson district is about one-eighth 
the total for the state, so that the valuation may be about one-eighth 

the state total. We therefore arrive at a value for all state school 

property of $144,000,000. The Tucson insurance rate of .956 for five 
years is lower than the state average, because of more fireproof 

construction and better fire protection than the average school dis
trict. If the average state rate is assumed to be $1.00 for five 

years, then the state insurance fund could get as much as $288,000 

per year in premiums. If losses in Arizona hold to the national 
average, the loss to premium ratio, based on commercial rates, should 
not exceed one-third. Paying out one-third of its income in losses 
each year would still leave the fund $182,000, and administrative costs, 

even if they ran 10%, would take only another $29,000. It is impossible 
to calculate the cost of re-insurance premiums during this first period 
of operations, but it seems safe to assume that the fund could pay 

these, too, and still accumulate funds fast enough so that the necess
ity for paying out money for re-insurance would decline rapidly.
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Rates

No district could be hurt by applying the present commercial 

rates, and this should be done until the fund is on its feet and on a 

sound basis. There should be provisions made for cutting the rates, 

however, or providing free insurance, when a certain point is reached.

Administration

Under the general authority of the State Superintendent of Public 
Instruction, the State School Insurance Fund should provide itself 

with the services of competent employees, and the law should stipulate 

that only a person with several years of experience in the insurance 
business may be hired as director, and that only competent engineers 

may be hired as appraisers for school property. If other states can 
accomplish this, then surely Arizona, with a pool of talent drawn from 
every state in the union, can do the same thing.

■ Services Provided

The primary service to be provided by a state insurance fund 

is the insurance itself. As an adjunct of insurance service comes the 
settlement of claims, and an efficient and competent claims service 
must be a part of the insurance fund. It has already been indicated 

that appraisal service should be provided. If the financial position 
of the fund at some time in the future warrants it, the services of the 

school insurance fund could also be extended to include fire and safety 
engineering, and advice on the elimination of risk and reduction of 
premiums.



91
General

A comprehensive and technical study would be necessary before 
passage of such legislation, to be sure that the provisions for 

successful administration of such a program are included in it. It 
seems safe to say, however, that the schools of Arizona could not 

fail to gain at least three things that few of them have had to date:

1. Competent professional appraisal of their properties.
2. The expert calculation of the risks involved.
3. The transferral of that risk to others in an economical way.
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CONCLUSIONS

The governing boards of the s everal school districts in this state 

have several choices in the solution of their problems of risk handling.
The various school districts can go on as most of them have in the 

past, purchasing insurance on the advice of the local agent to cover 

any contingency he might think of. The board should, however, make 
its own calculation of the risk involved, in order to determine just 

how much insurance will cover the risk.
The districts can select their risks, allowing the district 

itself to bear those which will never result in any large immediate 
burden on the funds available for operation and future expansion 

programs. In the category of risks which could be borne by the dis

trict will very likely fall such items as burglary and robbery insur
ance and most of the property floaters and inland marine policies, 
since these deal with risks of relatively low value, and there is no 

point in paying out two or three times the price of a blow that would 

not hurt the district even if it fell.
Under the heading of selection, also, comes the question of how 

much fire insurance to buy. If, in the near future, deductible fire 

insurance is available at a substantial discount, then this should be 

investigated very thoroughly.

The question of complete self-insurance will quite probably receive



a negative answer in the schools of Arizona for the present, and for 

many years to come, if for no reason than that the schools cannot 

afford to risk tying up a large amount of capital that is needed for 
expansion, to take care of the always increasing student population.

All of the above discussion precludes the possibility of the 

establishment in Arizona of a state insurance fund. Since there is none 
at present, the choice lies elsewhere, of course. But if it is ever 

possible to institute such a plan here, it is this writer's belief that 
nothing that the school districts have ever done before— no full insur
ance, selective insurance, or self-insurance plan, will serve them 

nearly so well as will the state plan for fire and extended coverage 

protection.

Even if the state plan should be proposed and adopted by the 

legislature, it is not contemplated that any risks would be insured in 

it except those mentioned above. If the district wishes to insure 

miscellaneous risks, it will have to do so through a private insurance 
company. It is entirely conceivable that many districts will choose 
to do this, especially with regard to liability insurance. Legal or 
not, the school districts of the state will doubtless find a way to 
purchase liability insurance, and this is probably the only type that 
can be justified, with buildings and contents insured in a state fund, 
because it is the only type that protects against an eventuality that 
might impose a very large drain on district assets, and does so at 

comparatively small cost.
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APPENDIX A

EXTRACT FROM 1953 APPRAISAL REPORT

TUCSON SENIOR HIGH SCHOOL, DISTRICT 1 
AND ADMINISTRATION GROUP

Senior High School
Stadium, Page 1. Unit Cost Total

Concrete and Masonry

18720 Sq. ft. 4" cement floors 
13680 Sq. ft. 3h" RCC slab 
1104 Lin. ft. 14 x 14 RCC column 
912 Lin. ft. 14 x 2 6  RCC girder 
36 Lin. ft. 10 x 24 RCC beam 

360 Lin. ft. 24 x 15 RCC beam 
6840 Lin. ft. 6 x 15 RCC beam 
38 Cu. yds. 12" RCC walls 

460 Lin. ft. cement cap 
78000 Common clay brick, per M. 
76000 Rug face brick, per M.

Steel

18Z)0 Lbs. structural steel beams etc. .25
456 Lin. ft. pipe railing 3.00
1840 Strap iron seat supports 1.00

6  Chain link 5/0 gates 50.00
Carpentry
14400 Ft. BM lumber in seats .25

360 Sq. ft. roofing inc. framing in refr. stand .90
8 8 8  Sq. ft. plastered partitions .75
21 Sash, various 40.00
13 Doors, various 5 0 . 0 0

1 Press box structure, complete
7 Toilet partitions w/doors 85.00
1 Screen section

$ .351.00 
5.00 
7.80 
5.80 
7.25 
3.75 
60.00 
1.50 
80.00 

180.00

$6,552.00
13,680.00
5,520.00
7,113.60

208.80
" 2,610.00
25,650.00
2,280.00
690.00

6,240.00
13,680.00

4.550.00
1 .3 6 8 . 0 0
1,840.00
300.00

3 ,6 0 0 . 0 0
324.00 
666. 
840. 650. 
500.
595.00 
45.00

8888
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Tile, etc. Unit Cost Total

784 Sq. ft. vitrified tile floors $ 2.50 & 1,960.00
160 Lin. ft. cement base 1.50 240,00

Other Items

Painting, openings, seats, trim, etc. 2,330.
Electric wiring for 75 outlets 1,425.
Plumbing for HW boiler, 21 fixtures and 8  showers 5,100.
Bond, Compensation and S3 Insurance, etc. 5,500.

$116,147.40
Supervisions - 10% 11,614.74

$127,762.14
Architect's Fee - 6% 7.665.73

Replacement Cost $135,427.87
Depreciation - 15% 20,314.18

Insurable Value $115,113.69

88
88
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TUCSON SENIOR HIGH SCHOOL, DISTRICT 1 
AND ADMINISTRATION GROUP (Continued)

Park Avenue Replacement Accrued
Administration Building Contents, Page 7 Cost Depreciation

Mr. Vesey's Office (Continued)

2 Oak B of E OA chairs 0  6 4 . 0 0 $ 1 5 0 . 0 0

1 G. E. Clock radio 45.00
1 Gray Audograph and transcriber w/stand 6 0 0 . 0 0

Drafting Room
2 Drafting tables 2 7 0 . 0 0
1 Steel BK stool 35.00
1 Draftsman's stool 1 0 . 0 0

1 Spee Dee Printer )
1 Director Outline Developer) 2 2 5 . 0 0

1 Walnut leatherette ROA chair 75.00
1 Universal table 36/72 4 8 . 0 0

3 Walnut OS chairs 6 0 . 0 0

1 IBM wall clock 1 5 . 0 0

1 Pine step stool 5 . 0 0
1 Steel folding chair 5 . 0 0
1 Steel 4 drawer legal lock file C 1 0 5 . 0 0 1 5 0 . 0 0

General Items

1 Lot small equipment, all offices 7 5 0 . 0 0 1 5 0 . 0 0

Replacement Cost $38,597.50 $5 ,2 1 5 . 0 0

Less Depreciation 5,215.00

Insurable Value 033,382.50
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RECAPITULATION OF INSURABLE VALUES

Tucson School District //l, page 4 Building Contents

General Items
Supplies of all kinds, average value 
School owned books, entire system

mm tmm mm ^ 3 0 ,0 0 0 . 0 0
1 0 0 ,0 0 0 . 0 0

Sub Totals - -  -  $ 1 3 0 ,0 0 0 . 0 0

Grand Totals $12,775,562.38 $1,676,703.11
1,676,703.11

Combined Totals $14,452,265.49

Buildings Under Construction

Pueblo Gardens Addition 
Wright School 
Keen School 
Bonillas School

259.764.00
375.100.00
291.462.00 
385,349.00

Total in course of construction $ 1,311,675.00

Grand Combined Total $15,673,940.49



98 ’

APPH'IDIX B

COPY OF OPINION RENDERED BY THE PIMA COUNTY ATTORNEY

Office of the County Attorney 
September 21, 1951
Mrs. Florence Reece 
County School Superintendent 
Court House Annex 
Tucson, Arizona

Dear Mrs. Reece:
In reply to your recent request for an opinion concerning 

whether or not a school district may take out liability insurance on 
school buses and pay the premiums therefore out of school funds, 
please be advised as follows:

The law in the State of Arizona is to the effect that school 
districts are not liable for the negligence of their officers, agents 
or employees unless such liability is imposed by statute either in 
express terms or by inplication. School District No. 48 of Maricopa 
County vs. Eduardo Rivera. 243 Pac. 609.

In view of the foregoing decision of the Supreme Court of the 
State of Arizona, it is the opinion of this office that a school dis
trict may not use school funds for the purpose of procuring liability 
insurance on school vehicles, and should any school funds be used for 
such purpose it would constitute a wrongful expenditure of such funds.
If a school district is not liable for the negligence of its employees 
in the operation of school vehicles, then certainly it would not be 
justified in obtaining insurance to protect it against a liability 
which could not legally exist.

Section 54-434, Arizona Code Annotated, 1939, provides that a 
school board may require the operator of a school bus to carry public 
liability insurance, and that the school board may increase the com
pensation otherwise payable to the operator by an amount equal to the 
cost of the insurance. This statutory provision, however, does not 
authorize the school board to procure the insurance direct and to pay 
the premiums from school funds, the theory being that the operator him
self is procuring the insurance and is merely reimbursed by the district.

Yours very truly,

/s/W T Holmes 
W. T. Holmes

WTH/eh Civil Deputy County Attorney



RECOMMENDATIONS FOR ADMINISTRATION OF TUCSON PUBLIC SCHOOLS
INSURANCE PROGRAM

I. Overall Policy

The Board of Trustees of School District No. 1, Pima County, Arizona, and 
the Board of Education of High School District No. 1, Pima County, Arizona, 
being charged with the responsibility for the protection of all school 
district property, does hereby resolve to do so through the medium of 
purchasing insurance at a reasonable price and on a negotiated basis, in sound, 
capital stock companies from reputable local independent agents, except in 
those cases where sound judgment dictates that the district bear its own 
risks. It further resolves to carry out a continuous program of fire and 
accident prevention and safety engineering, in order to protect the lives of 
our school population and to preserve the real and personal property of the 
school district.

The Board hereby charges the Business Manager through the Superintendent 
of Schools with the responsibility for carrying out the adopted policies of 
the Board in relation to the insurance program, and hereby grants him 
authority to act for the Board in performing necessary duties as outlined 
hereinafter. The Board resolves to utilize the services of an Insurance 
Advisory Committee, to assist it and the Business Manager in the administra
tion of this program.

The Board further resolves that the fire insurance on school properties 
shall be written in five, five year policies with 1 / 5  of the insurance 
expiring each year.

II. Functions of the School Board
1. Determine the Business Manager’s Duties and responsibilities in connection 

with the insurance program;
2. Determine duties, composition, qualifications, and tenure of an Insurance 

Advisory Committee.
3. Appoint the members of the Insurance Advisory Committee at the first 

regular meeting in January each year, and designate the chairman for the 
ensuing year.

4. Determine types of coverage, including basic forms and limits;
5. Determine appraisal policy.
6 . Determine policy in regard to settlement of claims;
7. Establish criteria for the selection of insurance companies, and 

allocation of commissions to agents.
8 * Determine duties, qualifications, and tenure of fire policy writing 

agencies, and appoint same;

III. Duties and responsibilities of the Business Manager

1. Act as liaison officer between the Board and the insurance advisory 
committee, meeting with the committee at its regular quarterly meetings 
and reporting the results thereof to the Board.

2. Allocate insurance and insurance commissions among agents according to 
policies adopted by the Board.

3. Represent the Board in negotiations on all claims and sign proofs of loss 
and settle claims in accordance with board policy and authority.

4. Implement Board's policies on coverage and appraisal.
5. Have physical custody of policies, responsibility for renewal, and 

responsibility for insurance and property record keeping.
6 . Have responsibility for seeking technical advice on fire and safety 

engineering during preliminary planning on buildings.

IV. Insurance Advisory Committee

1. Duties
a. Hold regular quarterly meetings, and such special meetings as may be 

necessary in the opinion of the Committee Chairman or the Business 
Manager.

b. Elect from its membership each year a secretary and a treasurer.
c. Advise the Business Manager and the Board in regard to type, amount, 

limits and forms of coverage.
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d. Make recommendations to the Business Manager and Board in regard 
to safety engineering and fire and accident prevention.

e. Furnish or make available tedhnical information on fire and safety 
enginnering during preliminary planning on new buildings.

f. Negotiate, preferably among members of the Committee, or outside if 
necessary, for all miscellaneous coverage, including fire coverage in 
course of construction.

g. Determine policy writing fees for miscellaneous lines.
h. Assist in and expedite the adjustment of losses.
i. Review continuously all rates and rating schedules with a view to 

obtaining the best possible rates.
j. Furnish the Business Manager and the Board with such other technical 

advice as either may require.
k. Administer Fire Insurance Commission Fund and distribute as per 

instructions from Business Manager, furnishing the Business Manager 
with regular reports on the fund, including an annual audit report 
by a C.P.A.

l. Evaluate community service of agencies applying for fire insurance 
participation, according to the point system outlined in IX 3.c. (4).

2. Composition, Qualifications and Tenure

a. To consist of nine members
b. To be composed of at least three sub-committees, the chairmen and 

members of which shall be appointed by the chairman of the Insurance 
Advisory Committee,
(1) Fire, allied lines and inland marine .......
(2) Auto coverage
(3) All other general insurance

c. Members to serve for three years, with three appointed in January each 
year, except initially, when three will be appointed to serve three 
years, three to serve two years, and three to serve one year.

d. No member to be eligible to succeed himself except after a lapse of 
one year

e. No more than one representative of any agency to serve on the 
committee at any time,

f. Agents to qualify for membership on the Committee by having served a 
minimum of five years in Tucson as a full time general insurance 
agent, and being generally recognized in the insurance industry as a 
competent and reliable insurance authority

g. Appointments to the Committee to be made, or vacancies thereon to be 
filled, from a list of eligibles of at least twice the number to be 
appointed, submitted by the Tucson Association of Insurance Agents

V. Determination of Types of Coverage
The Board hereby directs the Insurance Advisory Committee to make an 
immediate study of all phases of the school insurance program and 
offer recommendations for a complete program of risk handling without 
regard to any insurance presently carried.

VI. Determination of Appraisal Policy
The Board directs that the existing appraisal of school district 

property be brought up to date and that thereafter annual appraisals 
be made by competent independent appraisers.

VII. Policy in Regard of Settlement of Claims
The Business Manager is hereby authorized to settle all claims up 

to $5 0 0 0 .
The Board shall be required to approve settlement of all claims 

exceeding $5 0 0 0 .

5►tJ
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VIII. Fire Insurance Policy Writing Agencies 

1. Duties

a. To write fire insurance in companies meeting standards established 
by the School Board, in the form and at the rates as instructed by 
the Business Manager

b. To deposit with the Insurance Advisory Committee, within 5 days of 
receipt of premium payment, the entire gross commission on the 
policy written.

c. To cooperate with the Insurance Advisory Committee and the Business 
Manager in the processing of all claims..

2. Qualifications

a. Must have operated for a minimum of 5 years in Tucson as a full time 
general insurance agency, and be recognized as a reliable and leading 
agency by others in the industry.

b. To be chosen from a list of eligibles of at least twice the number 
required, to be submitted by the Tucson Association of Insurance 
Agents.

IX. Criteria for Selection of Insurance Companies and Allocation of 
Insurance Commissions
1. Qualifications of Insurance Companies
a. Company must be licensed to do business in the state, with a 

licensed, resident agent in Tucson
b. Company must have a financial rating in the latest Best's Insurance 

Report of at least AAA
•• •

2. Qualifications of Agents as to Eligibility for a Share of Fire 
Insurance Commissions
a. Each agency or the principal owner thereof must have been continuously 

engaged in the fire insurance business in the school district for at 
least three years immediately prior to making application for 
insurance

b. The agency must have an established office with a telephone listing 
as an insurance agency at the office address

c. , The agency must have a premium volume of fire and general insurance 
during the year immediately proceeding application of at least 3 5 0 0 0

d. If a previous insurer, the agency must have a record of satisfactory 
service to the School District

e. The agency must complete a questionnaire submitted by the Business 
Manager relative to items on which allocation of fire insurance is to 
be based

3* Basis for Allocation of Fire Insurance Commissions
a. The commissions on the premiums paid for fire insurance by School 

District #1 , will be distributed among agencies who have qualified 
under DC 2, above, according to a point rating formula. Each agency 
will receive a share of the total premiums distributed from the Fire 
Insurance Commission Fund bearing the same ratio to the total 
premiums distributed as the total points earned by the agency bears 
to the total points for all agencies in that year.

b. Number of points for each agency will be determined from a completed 
and notarized questionnaire submitted to the Business Manager by the 
agency once a year. The Business Manager will submit blank 
questionnaires by January 15th, to all agencies already participating 
and others requesting insurance business, and these must be completed 
and returned to him by Feburary 15th, otherwise the agency will 
receive no distribution of commissions for that year.

%03
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c. Basis for Determination of Points

(l) Number of years of continuous operation in the general insurance 
business in Tucson of the agency or principal agent, whichever 
is greater.

3 to 5 years 1 0  points
5 - 1 0  " 2 0 II

1 0  - 15 " 40 II
15 - 2 0  " 6 0 II
2 0  - 25 " 80 II

Over - 25 " 1 0 0 II

Ad valorem school district taxes on real and personal property
paid by the firm or its members during the previous year.

M  to $ 5 0 0 1 0  points
5 0 1  - 1 0 0 0 2 0 ii

1 0 0 1  - 1 5 0 0 30 ii
1 5 0 1  - 2 0 0 0 40 ii
2 0 0 1  - 2 5 0 0 50 ii
2 5 0 1  - 3 0 0 0 6 0 ii
3 0 0 1  - 3500 70 n
3501 - 4 0 0 0 80 it
4 0 0 1  - 5 0 0 0 90 ii
Over - 5 0 0 0 1 0 0 ii

(3) Volume of premiums on general insurance written as a local 
independent agent during the previous year.

3 5 0 0 0  to 3 1 0 , 0 0 0 1 0  points
1 0 , 0 0 1  - 2 5 , 0 0 0 25 II
2 5 , 0 0 1  - 5 0 , 0 0 0 50 II
5 0 , 0 0 1  - 1 0 0 , 0 0 0 1 0 0 II

1 0 0 , 0 0 1  - 2 0 0 , 0 0 0 2 0 0 11

2 0 0 , 0 0 1  - 3 0 0 , 0 0 0 3 0 0 11

300,001 - 500,000 5 0 0 II
Over - 500,000 6 0 0 II

(4) Evaluation of Community Service by the agency and/or its 
principal or principals, to be made by secret vote of the 
Insurance Advisory Committee. Six grades, based on the degree 
and amount of service rendered, will be used. No member will 
vote when his own agency is being graded.

Grade 1 
" 2 
" 3
" 4
" 5
" 6

200 Points . 160 "
120 "
80 "
40 »
20 "

Minimum grade for any agency will be Grade 6

4. Basis for allocation of commissions on miscellaneous lines, which is ~ 
defined as all types of general insurance carried by the school 
district except fire on completed buildings and their contents.
Commissions on miscellaneous lines will be distributed equally to 
members of the Insurance Advisory Committee, after deduction of a 
policy writing fee to be determined by the Committee, under the same 
type of escrow arrangement used on fire insurance commissions, to be 
administered by the Committee.



100
APPENDIX D

TABULATION:OF QUESTIONNAIRE SENT TO INSURANCE DEPARTMENTS OF ALL STATES

State
(Note: Key to numbered columns is on page 101)

(I) (2) (3) (4) (5) (6 )

Alabama Yes See a.
Arkansas No ' .— ■:. .
California No ■ • /—
Colorado No —
Conn. No —
Delaware No __
Florida Yes State only
Georgia "Not yet" —
Idaho No __
Illinois No —
Indiana No —
Iowa No —  .
Kansas No — .
Kentucky Yes State only
Louisiana No —
Maine No __
Maryland No __
Michigan Yes State only
Mississippi No —
Missouri No —
Montana No __
Nebraska No —
Nevada No —
N. Hampshire No —
New Jersey No —
New Mexico No —
New York No —

No info. 
No

Usually
No
No
No

Yes
No

Yes
No
No
No
No

No info. 
No 
No 
No

No info. 
No 
No 

Yes 
No 

Yes 
No 
No 

Yes
No info.

No
No
No
No
No
No
No

See b.
No
No
No
No
No

No info. 
See c.

No
No

No info. 
No 
No?
No
No •
No
No
No
No
No ..

No
No

No info. 
Yes 
Yes

No info. 
No ... 
No
info, 
info. 
No 
No 
No 
No 

Yes
No info. 

No 
No 
Yes

No info. 
No 
No 

Yes 
No 
No 

Yes 
No 
No 

Yes

No est. 
No est. 
No.est. 
No est. 
No est. 
No est. 
No est. 
No est. 
About \% 
No est. 
No est. 
25%
No est. 
No est. 

est. 
est. 

No est. 
No est. 
No est. 
No est. 
No est. 

est. 
est. 
est. 

No est. 
No est.

No
No

No
No
No

N. Carolina -Yes See d. No No ...No No est.N. Dakota Yes All public prop. No No No No est.
Ohio No —  No info. No No No est.
Oklahoma No —  No info. No info. No info. No est.
Oregon Yes State only No No Yes No est.
Penn. Yes State only No No Yes No est.
S. Dakota Yes State only No No Yes No est.
Tennessee No —  Yes No No Less than !
Texas No —  See e. No No No est.
Virginia No —  No No Yes No est.
Washington No —  No No Yes 24.92
W. Virginia No —— No No No No est.
Wisconsin Yes Various No info. No No info. No est.
Wyoming No —  No No No info. No est.
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Notes to table on page 1 0 0 :
a. Alabama insures all publicly owned property to which the state

has partial or complete title. ....
b. In Georgia, the purchasing of mutual insurance on state 

property only is prohibited by law.
c. In Louisiana, the-purchasing of mutual insurance is prohibited 

by an opinion of the attorney general.
d. North Carolina has the fund to insure state property, and also 

one to insure public school property.
e. Schools in Texas in county-unit districts only are required 

to carry insurance.

Key to columns:

(1) Is there a state insurance fund in existence?
(2) What property is insured in the state fund? •
(3) Are school districts required to carry insurance?
(4) Are schools prohibited by law from insuring in mutuals?

(5) Are schools specifically permitted to insure in mutuals?
•(6 ) What is the approximate percentage of school insurance 

business in mutuals?

The states of Massachusetts, Minnesota, Rhode Island, South 
Carolina, Utah and Vermont did not reply to the questionnaire.
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: APPENDIX E

FINANCIAL RECORD OF STATE INSURANCE FUNDS

State Estab. Value of 
Property 
Covered

Total
Premiums
Collected

Earnings 
& Other 
Income

1
Losses Present
& Other Reserve

Payments

Ala. 1923 $231,565,873 $17,313,885 Not
Available

$7 ,0 0 5 , 6 4 6  $2,927,095 
2

Florida 1917 8 8 ,0 0 0 , 0 0 0 3,181,744 $1,059,113 4 3 0 , 3 9 6 3  3 ,5 0 0 , 0 0 0  
1 5 9 , 0 6 2

Kentucky 1936 1 7 5 ,0 0 0 , 0 0 0 3,674,070 354,200 2
1 ,2 6 7 , 6 8 5 3  2 ,0 0 0 , 0 0 0  

2 4 7 ,9 7 0 ^

Mich. 1913 Not available 3,362,007 425,555 3,078,789 Not
available

4N. Car. 1945 3 2 1 ,5 0 0 , 0 0 0 2 ,1 0 0 , 0 0 0 7 6 , 0 0 0 390,000f 1,175,000 
6 1 1 ,0 0 0 /

N. Car. 5 1949 1 4 0 ,0 0 0 , 0 0 0 Not
available

Not
available

Not Not
available available

Oregon 1925 1 2 0 ,0 0 0 , 0 0 0 Legislative appropr. Not 876,000
available

Penn. State is self-insurer for all except auto on its own property. 
One-half tax collected on all out of state insurance companies 
goes to state fund.

S. Car. 1 9 0 0 128,000,000 8,499,014° 3,428,5431 4 ,1 2 1 , 2 0 0  
305,942^

S. Dak. 1913 Irregular appropriations provide payments for minor losses
Wise. 1903 392,342,447 8,507,453° 3,389,625 8,065,035
N. Dak. 1919 112,496,894 5,653,109 1,573,941 2,348,233o 2,924,382 

1,935,496^

See page 103 for notes



1 . Reserve at close of fiscal year nearest to June 30, 1953.
2. Loss payments

3. Expense payments
4. Fund for insuring state property
5. Fund for insuring school property
6 . Earnings included in premium income
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