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It is not the purpose of this thesis to provide a
dissertation on the inner workings of a fire insurance
policy. That has been done many times in thne past by
persons far more capable. In fact, that has becn almost
the sole approach used in writing in the fire insurance
field.

The attempt is rather to provide a different approach
to the businesseee...that of the agent, the fieldman, and
the production staff.

It has been necessary to definé the terms to be used
Just as in any other project, However, the space and
effort given to the technical portions of the contract and
the historical background is for the purpose of providing
the foundation upon which to build tha’theaia, and not the
thesis itself, |

A manufactured product is of little utility until
it reaches its ultimate consumer or user, This isg likewise
true of fire insuranceeoesee.s..The company can develop the
fineat coverages in the world but they are no use until sold

to the owner of property. Therefore, this study and paper



views the entire fire insurance industry from the position
of those who are delivering fire insurance protection to
the public,

I am indebted to Mr, George C. Henke of the Virginia
Fire and liarine Insurance Co. for much assistance in the
preparétion of the bibliography and for numerous suggestions
as to the method of appréach. ¥r, VWarren F. Curtis of
Richmond, Virginia was of great assistance with his
critidism of the material included.

Charles A. Levey

Richmond, Virginia
April 3, 1948
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Principles of }ire Insurance



Introduction
Principles and Functions of I'ire Insurance

“The re:son for any type of insurance lics in the
sinmple fact that the most uncertain thing confronting
individuals and institutions is uncertainty, 1io one can
escape constant exposure to a variety of perilse==wwwmwcew-
The problem of dealing with these constant perils is one
of the most important factors in modern living."l

In any type of insurance the insurcr agrees to
assume a risk of loss for a consideration of money; this
consideration is cnalled the premium, It 1s possible for
this to be done on a profitable basis beciausa of the law
of large numbers which affects those risks which are
insurable, Vhen a company has a sufficient number of

exposures for this natural law to function, the number

and anount of losses becomes a fairly constant factor,

l-Ackerman, Lawrence J., and Bugli, Ralph W,,
Risks We I’ace, New York: Prentice~llall, Inc., 1944 p.l
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provided the exposures are all of approximately the same
degree, Consequently, when an individual purchases in-
surance he exchanges a large possible loss for a small
certain loss (the premium).

It has been, and probably will be for many years,
an argument that insurance is gambling, That, for
instance, the house owner wagers $20 that his house will
urn in the next three years and the insurance company
wagers $3000 that it will not. ‘When stated in this
fashion it would seem very likely that the argument is
valid, But closer examination of this reasoning proves
that insurance is not gambling, since gambling creates
risk while insurance transfers it. ;

when a person takes out an insurance policy, he is
transferring a risk or uncertainty to the insurance con-
pany. Yor accepting this risk, which becomes a certainty
when pooled with all the risks on the books of the
company, the insurance company is pa;d a sun of money, the
premium.

A fundamental principle of insurance is that a risk
of financial loss is the only type of risk which may be

insured, That is, a person cannot insure a rough stool

2-xoﬁ5ray, A. Hey Insurance, New York: llcGraw=I1il1l
Book Co., 1937 D29



made by a child for scme tremendous sum stating that it
h:s sentimental value, No value can be placed on
sentiment,

Another principle is that if a piece of property
should be insured for more ‘than its sound value, the insurer
is liable for only the nctual value,

Through tradition, usage, and good business
practice, the insurance policy is a contract betwecn the
insurer usually an insurance company and the insured,

This eccntract is a personal contract between the
insured and the insurer, The property which is subject
to loss, is simply the subject of insurance and is not
insured itself, The only thing insured is the interest the
insured has in the property.

“hen beginning to consider the fire insurance
industry frem the view of the producer it must be realized |
that the produce~=---the protection from loss by firee===
is one of the most important factors in our modern
economw. In every way we depend on the extension of
credit to expedite the flow of commerce, Without credit
we would be able to purchase only to the’amount of cash
we owned personally, Under such conditions we would be
s0 restricted that the situation is almost beyond
comprehension, However, that 1s probably the very thing
which wbuld hapsen if éuddenly all the fire insurance

tusiness were eliminated, 'Vhen ever a loan is made the



lender may lay a legal claim to property of the debtor
to see that he is made whole in case of a default, If
the protection of fire insurance ware eliminated, the

whole system of credit would be radically changed and

along with it our economy,
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Chapter I

History of Insurance

ASs man, in even his primitive state, learned to

build houses and collect property, he realiznd tuat the

fre wiich coked his food and provided his heat could also

be his enemy and reduce to ashes the accurmlated
property whnich was his wealth, While there is no way
to prove the fact, it is probable that the others in
the comrunity contributed to help out those whn were
unfortunate enough to suffer loss through fire.

The Code of lammurabi shows that as far back as

2285 BC the King of Babylon recognized the need of sharing

the losses by fire., The following quotation bears this
out: "If the brigand has not been caught, the man who
has been despoiled shall recount before God what he has
lost and the city and the governor in whose land the
district the brigandage took place shall render back to
him whatsoever of his was lost." The “"Brand gilden" of

Germany in the fifteenth century was a mutual system

whereby the members made perlodic contributions to pay

|
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for the losses by fire, water, robbery and other calonmity.
Some of these systems are still in existence, apparently,
in the form of local fire insurance mutual associations.

Fire insurance, as we know it today, began to
develop after the London fire in 1666, This fire was the
most disasterous in recorded history. It burned for
four days and nights, burned over 436 acres of land and
destroyed 13,000 bulldings., This forcidbly brought to the
attention of the people the nced of some form of pro-
tection against the loss wiich cnn develop from a
conflagration,

The first successful fire insurnnce venture was
started in the following year by Dr. Nicholas Barbon. He
announced that he would write insurance on biildings.
This business scems to have been falirly successful and
in 1680 he took in other partners and opcned the "Fire
Office.* The rating system of this concern was to charge
217 of the rental for frame houses, The f ¢t that the
rental value was to be ccnsidered to be nbout 105 of the
value of the house was an arbitrary gauge for the premium
charge, 2

The first semi-modern mutual fire insurance

1-kMinor, C. D., }Fire Insurance ‘xtension Course,
Hew York: Royal-=Liverpool Group 1938 Lecture 2, p.>
2-Ibid. '} p.6




8
company was organized in Lendon in 16883, under the name of
the Friendly Society. This socicty was the first to
make a differentiation between the various types of
construction, Those members who were insu;ing frame
buildings had to pay a greater premium than those insuring
brick tuildings. “hile this organizqtion had many of the
features found in medern mutual insurance, it cannot be
called a mutual ccmpany in_the sensc that they are known
today, since the promoters retained a portion of the
profits for themselves,

The first company to insure stocks of goods and
merchandise wis founded in 1706 by Charles Povey. In the
past all insurance had been on buildings and almost
exclusively on dwecllings, This venture was met with such
scepticism and, though operations were extended over all
of Great Britain and Ireland, it was not very successful,
In 1710, Povey fcunded another company which absorbed the
first and continued operations under the name the Sun
Fire Office, This company still exists today as one of
the most prominant fire insurance companies in the world.3

.During the seventecnth and eighteenth centuries the
coffee houses of London became the important meeting places

for business men, Those interested in certain types of

3~Ibid., P. 7
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business knew they could find others in the same business
in particular coffee houses, Xdward Lloyd's coffee house
became one of the most important of the meeting places for
the senfaring merchants and those interested in commercial
enterprises, It becnme the natural thipg that there wag
rmach marine insur:ance written at Lloyd's cdoffee house by
the individual underwriters, The marine insurance
underwriters who did business at Lloyd's finally organized
80 that the methods and practices would be more uniforﬁ.
Though the place of operation has been changed many times
during the years, the name of Lloyd'!s has followed them,
It is true that the primary business of the Lloyd's under-
writers is marine insurance, but they will insure
practically all risks except the loss of life by natural
means, Lloyd's still operates on its original basis,

Tach underwriter is an indibidual with his own capital, |

but subject to the regulations made to govern the
organization, The organization is on the basis of linit- -
ed partnership., Xach individual has the right to accept

or reject each offering, and each policy issued is

signed by each subscriber and the amount of his commite

ment is noted opposite his name, *

The Royal Fxchange Insurance Company was founded

4-\7inter, wWilliam D,, liarine Insurance , lew York:
licGraw 11111 Book Coe., 1919 p. 27




10
in 1717 and nfter many changes still exists as one of the
large companies today, The London Assurance Corporation was
founded in 1720 and 1s also one of the large companies
8till in existence,

With the advent of these two modern insurance
companies fire insurance had its rr~al beginning. The next
century saw the establishmeﬁt of many other companies, Some
of these have come down to our time, others have fallen
along the way or been absorbed by the other growing
companies, The development in other countries of Turope
was considerably slower than in England and has not cone-
trituted greatly to the industry.5

As the American Colonies developed there must have
been some denand for insurance protection, Howevar there is
no record to prove this, lore than likely there was
insurance available in a limited amount in the British
insurance companies, In 1721 John Copson announced that he
would open an insurnnce office in Philadelphia. This was
the first printed mention of insurance in the colonies, of
which we have any record; There is nothich available to /
show that operation was ever begun by Copson, The only thing

we know is that the announcement wns made, The risks

accepted may have been placed with an Tinglish company.

5=1Did., D. 29fT
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About this same time, we do know that the city of
Philadelphia became very must interestcod in the problem
of fire fighting and the protectirn of property through
organized effort, The available information shows that in
1730, the purchase of three fire ~ngines, feour thousand
buckets, twenty ladders, and twenty-five hooks was
authorized by the city. XYor many years Philadelphia was
the leading city from the view of fire protection, °

The first fire insurance cecmpany to be organized
in America on a stnble basis wns the Phiiladelphia
Contributionship which wis founded in 1752, Although
he does not appear to have taken a very great part in the
operation of this company, it is quite evident that Ben-
Jamin Franklin had a very instruncntal part in the found-
ing of the company, Doubtless his great prestige was
important to its early success, The contritutor in this
company deposited a sum of money, the interest from which,
wis sufficient to pay the insured's portion of the losses,
The policy was a perpetual policy. The insurance remained
in force as long as the insured owvned the property insured,
The Philadelphia Contrifytionship is still in existence
today and 1s regorded as one of the scundest insurancs

v
companies in this country,.

6-liinor, op. cit,, p. 8f
7-I‘bid. '] p. 9



When in 1781, the Philadelphia Contributionship
decided that it was unprofitable to insure dwellingu which
had shade trees in front, the Iutunl Aésu?ance Company
was founded by those who withdrew. This company was
founded in 1784 and agreed to insure houses with shade
trees, but at an increased premium charge. This company
was cn the same basis as the Contributicnship and is
still operating today. ®

After this success in the fire insurnnce line in
Phiiadelphia. a company was orgnnized along similar lines
in Baltimore. This céypany, known ~g tae Baltimore
Baquitable Society, was foqnded in 1794 and is still in
existence today, It was one of very fow purely local
companies to survive the Baltimore conflagration of 1904,
This has given us another proof of the fuct that there
should be a large geographic spread of risks,

Another indiecation which proves that Philadelphia
was the insurance and commercial center of the young
colonles w s the founding of still another early insurance
ccmpany in the city of brotherly love, For in 1792 the
Insurance Company of North America was founded in
Independence Hall, It was, at first, a,marine’insurance

company but it extended its operation to tha fire
insurance field in 1794,

8=loc. cit,

12
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There were mény fire insurnce societies and
conpanies organized in all of the colonies from this time
onward but only a few are still in existence. 1llost of them
functioned for a mumber of years, only to be absorbed by
growiny companies, Those founded in and around Phaila-
delphia were not the only compwmies but tﬂay were the
most successful, Philadelphia was the center of colonial
and early American commerce and insurance depends on
commerce to a large degree. It 1s not necessary to go
into the details of the founding of the many companies
which came with the turn of the nineteenth century but
rather for general information those wiich have survived
to the present will be listed. They are:

The Mutual Insurance Company (New York City ) 1787
(changed to Knickerbocker Fire Insurance Company 1846)

Columbian Insurance Company of llew York 1790
Providence Washington Insurance Company 1799
Fagle Fire Insurance Company 1806

Hartford Fire Insurance Company 1810

Albany Insurance Company 1811

Newark Fire Insurance Company 1811

FPire Association of Philadelphia 1817

Aetna Insurance Company 1819

Jorth River Insurance Company 1822

United States Fire Insurance Company 1824

Pennsylvania ¥ire -Insurance Company 1825
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New Brunswick Fire Insurance Company 1826
Franklin Fire Insurance Company 1329
Potomac Insurance Company of the District of Columbia 1831
Virginia Fire and Marine Insurance Company 1832
County Fire Insurance Company 1832
New York Fire Insurance Company 1832 °

These companies wanich are listed above are, of course,
stock companies, There are no doudbt many fire insurance
mitual companies which were founded during this pericd hut
their operation did not seriocusly affect the growth of the
stock companies,

Hertford, Connecticut, is a great insurance center,
This oan probably be credited to Jeremiah Wadsworth, a
banker, who went from Philadelphia to Hartford, Ile doubtless
learned the advantages of insurance while engageda in his
banking activities in Philadelphia and was active in the
founiing of the first insurance company in lartford,
The interest which he helped to create in insurance among
the people of H-ortford continued to grow and several
Insurance companies were foundea in the years following,
The great con%}agration of 1835 in New York served to
cripple or wreck practicallyevery fire insurance

company domiciled there, The comgpanies organized in

9-Ibid., p. 10 £,
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Philadelphia for the large part remained local for many
years and that left the field open to those of Hartford to grow
and’expand witn tne early stages of the Industrial
Revolution, This important posiiion naturally attracted
otner companies to tne Hartford ar~a, Although other
arcas, notable llew York, have grown to be even larger
insurance centers, Hartford has continued to maintain
throughout the yexrs its import:wnt position in the
insurance industry,

From the imposing list of companies which have
been in existence for over 100 years it can easily be seen
that fire insurance, as such, is a reasonably well aged
factor in our economic system., However, it has been the
growth over the years of industrialiration which has made
the fire insurance tusiness the tremendous thing that it
is. A half-century ago the insurable values were far
below those of today, and the resources of the companies
were extremely limited, Only three American companies had
capital and surplys combined whiich totaled more than
$5,000,000 and only two had premium volumes over 5,000,000,
In 1896 the total of all fire and marine premiums in the
United States (stock and Iutual ccmpaniea}was about
$160,000,000,

In the last half-century, more scientific improve-

nents and progress have been made than during the entire



previous period of recorded historye All this has lead to
a much higher standard of living with greater insurable
values, While, during this period, the population of the
country has approximately doubled, the insurance business
has grown at many times that rate. The premiums have
increased from the aforementioned 160,000,000 to about
$1,850,000,000 or slightly more than ten times, At the
end of 1896 all domestic fire and 'marine companies had
combined assets of about $385,500,000 and surplus of
about $218,000,000, At the end of 1946 it was estimated
that the assets of the fire and marine companies was
$4,650,000,000 and the surplus §2,3000,000,000, Again,
both these figures are about ten times what they werse
fifty years agos. An interesting sidelight at this point
is that the average fire insurance rate has dropped from
“1e70 to § 57, a saving to the policy holders  of many
billions of dollars, Of course, a fundamental factor in
this rate decrense has been the improvements which have
been made in the degree of protection‘which has been
glven to the various municipal areess and the scientific
improvements in building construction and private pro-

tection, Another factor in this has been the many

improvements which have bcen made in the methods of setting

fire insurance rates, Fifty years ago, the rates were

practically all set by personal judgement, Today the

16

i
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various facters which affect the possibility of fire
loss have all been thoroughly studied and weighed so
that the rates are for the most part made on a
gcientific and equitable basis, 10Another factor which
has been of great importance in the reduction of the fire
insurance rates has becen the fact that the volume of
coverage has increansed so greatly, Vith the volume going
up, the probable error in the rates has been going down,
This has made it possible for the companies to promulgate much;
nore qﬁf&;ate rates, |
One of the most striking things which has resulted in
the last fifty years of fire insurance has been the con-
tinuing broadeding of the coverages offered by the carriers.
For the most part, the coverage prior to the last half-
century was simply fire indemnity for property damage,
 sinece then, have come the many consequential loss f
coverages and the many variations on the standard policy
which are necessary to provide the protection desired and
needed by the insuring public.
An example of this growth in the coverages offered by the
carriers is the coverage known in most cases as Use and

Occupancy or Business Interruption Insurance, This

coverage is today one of the most important forms of

10-The Yational Underwriter, sp.ed, Fiftieth
Anmniversary, New York: National Underwriter Co. 1947 p. 26f
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protection available to businesses and manufacturers and

yet 1t did not come into existence until slightly more

than seventy years agoe, This coverage wns dveloped by a

NWew England broker, Henry R. Dalton, who had lost to

the mitual companies most of the business which he had

had with the textile mills, In an effort to rewvlace this

f business he devised the U & O policy in conjunction with A.

We Dalton, then secretary of the Washington Fire and

larine Co. of Boston, Of course, this form has been

changed and elaborated upon, ut it is still the same

fundamental coverage which was developed by an imaginative man

!j to £ill a need which was not available on the standard

form, It seems that, the insura ce companics have been

I. reluctant to bring out experimental forms until there
is a demand for them to do so existing on the market.
The pressure which has been on for insurance agninst the

many insurable risks has done much to help the growth
11

of the fire insurance industry.
| The principle of state regulatign of rates is another

factor which has come out of the last fifty years. So

far as can be determined the first state law regulating
insurance rates to any degree was passed in Kansas in

1909 and was based on an effort to provide rates which

- 1l-Foster, W. S.y Consequential Coverzges, Indiana-
polis; The Rough Notes Co., 1936 p. 19f
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should be adequate but not excessive or discriminatory.
This rating system has proved to be alpractical thing and sincet
the enactment of the New York rating law in 1922 practically
all states have passcd rating and cntrol laws of varying
degrees of stringency and efficiency. 12

Another factor which has very greatly affected the
growth of the fire insurance industry has been the many
rapid imprcvemengiin the methods and quality of
transportation, This growth in transportaticn has had a
two-fold effect on fire insurance. TFirst, it has brought
about the mere rapid transportati n of the goods which are
often the subject of insurance, This has brought demands
for different types of insurance which has meant that the
industry mst modernize along with industrial change,
Secondly, this change in transportation has made the
spheres of operaticn for companies, agencies, and
individuals mich larger in distances and shorter in time,

Both of these important developments in transportation

have been of primary importance to the fieldmen and the

agents who are the contacts for the companies with the

insuring public, In the firsp case, the agents and field-

men have been~39rced to call upon their ingenuity to change and}

develop the existing forms and policies to meet the needs

12-The National Underwriter, op. cit., p. 29
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of the insureds., These men, who are in direct contact with the

consumers of insurance mist cope with changing conditions
with their knowledge of the business and their imagination
long before there hive been policy forms prepared for

the particular circumstances, The source of new forms

ia the tailormade policy which is developed in the field to
meet the new conditions, ‘When these typewritten forms

are zenerally accepted th§ companies finally realize the
need_for the coverags and:prepare standard forms to be
used, e .

In the second case the distances between points have
eome to mean less and less, Fifty years ago a trip of
three hundred miles was a rarity. Today the fieldman's
territory is usually set up so that he must often travel
that far many times during the month to be able to maintain
his agency contacts., But fifty years ago a three hundred
mile trip (except in the industrially developed areas),
was an arduous Jjourney by railroad for two days and then by
horse to the particular point which the fieldman wished to
visit, while today the fieldman can drive the three hundred
miles to practically any pcint and be there in six to eight
houps and be very little more tired than he would be if he

had put in the same anount of time in his office,

13-cf. ante, p. 15
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Improved communications have also had much to do
with the changes in the field systems of the insurance
business, It is true that fifty yeafs ago the telegraph
was well established tut its contact with the small, out
of the ﬁay, points was dependent on the railroad. If
there was no railroad, there was no teclegraph., The mails
were extremely slow even along the mail commnication
arteries, Today the telegraph and telephone conneét pracs=
tically all tut the most remote points, With the
improved railroads, and motor transport and airmail the
mail gets through to all prints in very short time, All
these communication factors have serfed to greatly
improve the methods of the insurance industry and at the
same time accelerate it along with the rest of industry.
This acceleration has sérted to eliminate some of the
responsibility of the fieldman in the last century and
at the same time has given him many more responsibilities

14
which the demands for time have forced upon him,

14-The National Underwriter, op. cit., p. 31ff
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Chapter II

Governmental Regulation of Insurance

Insurance is essentially a public service industry

and, as such, has heecn subject to a great deal of

regulation by various governnental organizations, This

is much the same as the railroads, telepnone, electric

power and other public utility companies, The insurance

business has felt the impact of this more than many

others because of the nature of the public service

features inherent in it.
The regulation of the insurance business dates

back many years. The first kmown insurance code was

drawn up in Barcelona in 1435,

the altuses which had developed in the preparation of the
There were several

It was designed to prevent

insurance contracts at that time,
insurance coded developed by local authorities during

the early Renaissance period, but there was bery little

In England there wns8 nothing other than the

else.
There seems

regulation of insurance by a private monopoly.
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to have been nothing done after this mcnonoly was

appointed by the throne about 1574, until after the
l
American Revolution,

In the United States the practice developed to
include regulatory provisions in the special charters
granted to the early insurance ocoupanies, These provisions
usually referred to the capital structure of the
corporation, the method of investing corporate funds,
required reports to certain state officials, required the
publication of periodic financinl statements, and some
of them required deposits of securities with some
designated state official, The entire intent of these
regulations seems to have been to make the information

available to the public so that they could choose for

thenselves, Presuma?}gfit wags believed that the public

would avoid the unaoundabarriers and would automatically
bring about the death of such corporations.

Since insurance carriers develop considerable
revenue in premiums and amass substantial assets, it was
natural for the states to realize that this was %qscurce
of lucrative tax income, Attention was first attracted to
the in§ﬁ¥ance industry as a source of income in 1824, when
Ylew York passed a tax on fire insurance companies incor-

porated in other states doing businesa in lNew York, This

l-HOWbI‘ay, -0_2. Oit., p. 462f
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tax was 10 & of the premiums written in that state.
By the midle of the nineteenth century a number of

states had passed such taxation laws either on foreign

or domestic companics., These tax laws served to help

regulate the insurance business in that they required the

regular filing of statements and cempliance with the
2

laws of reporting earnings,

With the growth of American industry in the last
century, most states passed general incorporation laws,
These laws had in them requirements which had to be met
before the companies could rcceive their carters, llogt
of them carried over many of the requirements which were
found in the early separate incorporation charters.

Massachusetts established the first Insurance
This was under the supervision of

This leand was

Department in 1858,

two full time salaried commissioners,

followed.by lJjew York state 1n the following year

and today the New York Insurance Department, presided
over by a Superintendent, is the most_important single
factor in medern insurance regulation,

The lMassachusetts Insurance Department, for all

that it is no longer the foremost, set the example for all

the states in its garly days. Their reports dealing with

2-Ibid,, p. 46411"4)
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1ife insurance, primarily, are still considered classics,
The vigor of the style of these reporta and the firmness
with which abuses were denounced and recom:endations
made for changes are still the examples for the Insurance
Departments of the various states, One of the most
important steps ma® by this first insurance Department was
succeeding in getting a statube passed by the legislature
requiring the insurance companies to kesp reservea based
on the net premiums written, 5

Durihg the next few years after Massachusetts and
new York passed their laws setting up Insurance
Departments, several other states followed the example
and established Insurance Departments to supervise the
operations, With the formation of these departments
it became obvious that there would have to be some way for
the various state officlizls to cooperate to avoid conflict
in requirements and needless confusion, This nced became
even more obvious when transportation and commnication
improved and the companies begmn to expand their operations
into other states., In 1871, the liational Convention of
Insurance Commissioners was formed so that the
comaissioners might be able to meet and discuss their

problems, MNow called the National Association of

3=Ibidey p. 468 £ff
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Insurance Commissioners, the body has met at least anmually
since it was first founded, and has greatly extended its
activities from its original intentions,

The Associntion has done much to see that the states
have uniform laws governing insurance, ture, they have not
been completely successful; tut they have becen instrumental
in the passage of the laws which are now on the books, The
unity of action in inuspection of insurance company
activities has nlso been very important. They now accept
the inspeotion of one state for all states, thus avoiding
the necessity for inspection by nll states,

In addition to carefully regulating the organization
and operation of insurance companies, most states regulate
the investment of capital and funds, the classes of
insurance the companies may write, reinsurdnce, standard
policy provisions, and the lipensing of agents and brokers,
The latter, licensing of agents and bookers, is one of
the phases of the regulatory law which quite naturally
affects the sale of insurance, The laws usually define
the status of agents and brokers and the qualifications
which must be met for licensing by the Commissioner of
Insurance,

In'fire insurance, the rating and inspection burcaus
are rapidly becoming extremely important, It has been

realized that some type of centrol over the rating structure
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was necessary, Thirteen states and Hawnii have statutes
requiring the compsunies to.maintain or be a member of a
rating bureau, Three of these states have establiched
by law a single rating bureau which all the companias
mst velong to and maintain, Tleven other stateas permit
the companies to maintain rating bureaus, In a number of
other states, in the absence of regulaticn, many of the
companies use rating bureaus or comruon experts.4

These rating and inspection tureaus serve to eliminate
the discrimination in rates and forms which had bezen so
prevalent in the insurance Wusiness in the past, True,
they have taken practically all the price competition out
of the fire insursnce business for the capital stock

companies,ut this is just what they are designed to do,

Compatition, where the rates are regulated; is on a basis

of service to the public, This put some burden on the

company fieldmen and the agents, tut it also makes it
possible for the efficient personnel to build un and hold
very large accocunts on sound ccmpetitive bases, These
changes and regulations whicﬁ have served to put insurance
conpetition on the basis of services are respcnsible to a

very great degree for the many developments in insurance

which are explained throughout this paper,

4«Reigel, Robert and iiiller, Jerome S,.,, Insurance
Principles and Practices, New York; Prentice=iiall, Inc,,

1947 p. 491
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The Standard Policy

; In the course of the development of the fire
5 insurance industry, each company prepared its own policles and

forms, Hany of these forms were not made in the best of

falth and some of them were out and out frauds, In

addition to the misunderstandings and misrepresentatiocns which

came with the early growth of the business, there was the
confusion “hich resulted from each company‘having i1fferent

policies, lany times there were several companies insuring the

same property with differcent policies co that the insured

| often suffered f:om the varying interpretations of the
policies, There was, also, no way in wnich the courts
could develop matters of precedent since each company had
a somewhat different wording of the various portions of
the policy,.

To cope with this unsatisfactory condition the
State of llassachusetts finally developed a standard policy

which was to be the basis of all fire insurance contracts,
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This policy, created in 1873, was the only permissible form
to be used in that state, 1In 1886 the state of New York
developed the New York standard policy, which was the
baslis of most standard policies in later years, 1

Since the time of the first standard policy the form
has been changed several times. The 1918 New York policy
was accepted by many states, In 1943 a new standard policy
was developed since the ccurts had handd down so many rulings
on the 1918 form which fundamentally changed the meaning
of the policy. This 1943 New York standard policy has
been adopted with ¥ery little modification in forty
states, Those states which do not use this policy are:
California, Iowa, Kansas, Maine, llassachusetts, lMinnesota,
Hew Hampshire, and Texas,

Thé policy form may bve broken down into the following
general classifications:

l, The parties to the contract

2., The risk assumed

3, The term of the contract, renew:l, and cancellation

4, Description of the property insured

8, Other insurance on the same property

6. Provisions applying after a loss has occured

7e Endorsements'granting special privileges or

imposing special restrictions, 2

1-Reigel and l.iller, op, cit., p. 351f
2-Huebner, S. S., Property Insurance, New York: D.
Appleton=-Century Compzny Company, 1938 p. 33
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Probably one of the most imuortant of the basic
principles of insurance is that there rust be an insur:ble

interest, An insurable interest can be defined ns a

monetary interest in the property to be insured such that
the insured would stand to suffer a loss should destruction

or damage of the insured property occur because of the

hazard insured against, Insurable interest in the

simplest form is, of ccurse, the owvnership of the property

in fee simplej; however, it can take many varied forms. The

perscn may take out insurance to protect hinself from loss
because he has a right to 1life tenancy of a plece of
property, or he may t ke out insurance to protect himself

from loss of rents should property he is subletting be

It is also a valid insurable interesct found

destroyed.,
(In this

in the ownership of an equity share of a ﬁusinoss.
3

case however there are many complications).
In fire insurance, the insured need have no

insurable interest at the time the policy is written for the

policy to be a valid contract of insurance, Ilowever, he

rmist have an insurable interest in the proptety at the time
of loss in order that he may collect any benefits under his

insurance., This determination of the law has been primarily

to covef on the reporting form policles and stock coverages

in which the property insured is constantly changing.

3elbid., p. 40 ff
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It would be fmpossible to write such insurance if insurablo
interest had fo exist at the time the policy is written,
0f course, this does not mean that an insurance company
would be very anxious to write a policy on sore one else's
property just becnuse you said you wished to acquire it
later, Due to the umusual circumstances, they would be very
suspicious and might even decline to write the insurance
until an interest could be provad,
There are numerous reasons giv¥en for the requirement
of an insur:ble interest in the property at the time of loss.
However, the most important is the very nature of
insurance, That is, insurance is the transfer of an
existing risk to the company, in consideration of a premiun,
The moral hazard is also very much incrensed should a
person be nllowéd to insure property in which he had no
interest, 7Jf a person stands to suffer no loss in case
of a fire and stands to gnin the anmount of the 1lnsurance, he
is very mush more likely to be tempted to arson, Since
there has been no way found to determine the mornl hazard, the
companies are going to demand that there be a proved insurable
interest to protect themselves,
In fire insurance it is not the property which is
insured, it is the interest which the person has in the
property which is insured, Therefore, if a person had a

policy on a house and sold the hruse, the policy would
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not follow the’property since it covered the interest of
the original owners, which no ionger existed. However, the
policy may be transferred to the new owners if it is
approved by the company in the form of an endorsoment,
This gives the coupany the opportunity to investigate the
new owners and check their records to find anything which
might not be satisfactory, such as a suspicious fire record.
- Any claims or liens against the property must also be
reported to the company in the form of endorsements,
There are standard endersements which are used in most cases,
These are the liortgagee Endorsements and the Loss Payable
Clauses, ’
THe companies! liability under the standérd fire
insurance policy if very ecarefully defined, It améunts to:
| 1. The company is liable only to'the extent of the

¢ash value of the loss,

2. That proper deduction must be made for depreciation,

3. That the value must not exceed the cost of repairing.

4, That the costs of repairing shall not take into
consideration ordinances which require more
v expensive tynes of construction,
5, That the company is not liable for losses due to
business interruption,
6. That 1iability is limited to the amount
stipulated as the face of the poliocy.
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7 That the protection is extended to any place to

which the property is removed to protect it from
damage in the case of fire, for five days,

8. That the company shall not be liable for more

than its proporticnate share if there should be
other insurance on the same property.” ‘

Under the standard fire insurance policy, both the
company and the insured reserve the right to cancel the
policy at any time by a provision which states that either
party to the contract may ¢-ncel the policy gt'any tiﬁe'
without gilving any reason, In most states the company

is required to give the insured five or ten days notice during

which time the insured can obtain protection from some
5
other source,

4-Ibid., P. 135
5"Ibid.’ p. 167
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Chapter IV
Fndorsements

In the absence of a statutory policy form, the
insurer and the insured ma ' make nay insurance contract they
can decide upon., However it has become the practice in
practically all states for the policy to be established
by act of legislation, It is this standard fire insurannpe
policy which we have been concerned with,’so far, since
it is the basis upon which the entire industry is built,

This standard policy does not £ill all the requirements
which areto be met in the writing of fire insurance. It is
simply deSigned to elininate these variois forms which were
not in- the public interest, To adapt the standard policy to
the many situations which are found daily, there are many
endorsements which amend the contract to meet particular
conditions, -

The various endorsements which have become relatively
standard fall into the following classes: 1, Permits,

2, decoreasing the liability or hazard, 3, increasing the
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liability, 4. respecting title or interest, 5. emergency
clauses, and 6, limiting the amount payaible, Each of these
clauses change the standard policy by either deleting a
clause or supplementing a8 clause which is already there. t

There are also a grocup of endorsements,which are called
forms rather than clauses. These add something to the
policy which is not in the standard fire policy., For all
intents and purposes these forms are different types of‘
coverages, They can be divided into two parts. The first
part is.those endorsements which describe the‘property or
the ownerships. There is no space on the standard policy

to give these descriptinns, and Jet they mist be Btated

very definitely, hence the endorse.ients, These forms

“have become standard to a great extent, There are now

standafd forms for dwellings under protedtion, dwellingé not
undervproteotion, farms, mercantile building and contents,
apartments, etc, However there is no way to standardize a

group of forms to meet all the situations which develop in

the insurance business, therefore there are étill many forms which
mist be prepared for the particular case, These tailor-pade
forms are often quite involved and the courts have ruled

that they may be considered as standard if they are of

I-Huebner, Op. Clte, Pe 239
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equal or more benefit to the insured than the standard
form.2

The second type of form is the Consequential loss
forms, These forms are prepabed to provide insurance wpich
is not provided for in the standard fire insurance policy.
The most common of these is the Use and Occupancy form,

This endorsement cannot be attached to a property damage

fire policy so it is usually considered to be an entirely
different, btut allied, type of insurance. These consequent-
ial loss forms will be discussed to greater length further on
in this paper.

It is often the case that an order is placed for fire
insurance at a time when it is impractical of impossible for
the company to issue a policy. When this’occurs the insurance
is considered in force under a binder. When the company and
theinsured hove a meeting of the minds and decide the a:ocunt
and type of insurance which the company will carry on the
property belonging to the insured, the insurance comesinto
effect immediately. The insurance is said to be bound from
the date of the meeting of the minds, A binder is a
temporary formal staﬁement of agroement, pending the pre=-
paration of the permanent policy. A policy may be held

on & binder for many reasons, The company may not be sure

I} 2=loc.Cit,.
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that it wishes the risk, they may want to hgve’their
special agent inspect the property to diswover the nature
of the risk, The agent may not have all the necessary
information, The insured may wish to wait until all his
property is settléd so that the insurance will not have to
be disturbed, once it is written, It is also the normal
case for an “gent to send direct to the cowpany a binder
stating the pertinent information about an unusually large
risk, so that the company will not have to wait for the
daily report to clear through the rating turean before they
can underwrite the risk, This is particularly true when
the agent renlizes that the company will have to go outside

for facultative reinsurance to be able to handle the
2 :
I'iskc

3=Ibide, De 164 ?%,
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Chapter V
The OrganiZaticn of a Fire Insurance Company

The internal organization of a fire insurance company
is to a very large degree much the same as that of any
other corperation, This is to be expected since the
insurance company is subject to most of the laws regulating
incorporation in its home state. It is also subject to
the laws regulating the licensing of foreign companies
in each state in which it wishes to do business.

The Corporaticn has the usual stockholdersvand
their elected board of directors. This board establishes
the basio plans of opsration for the corporation and is the
body responsible for the formation for all policy.

The executive authority of the corooration is vested
in a president and one to several vice=-presidents, The
size of the company is usually the governing factor as to
the mumber of vice-presidents, There are also secredaries
and assistant secretaries who f£fill the minor executive

positions and serve as assistant department heads and in

T
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1l
gome cases as department heads.

The operations of a fire insurance company areof
many different t.pes, and of necessity, rmust be broken
dowm into variocus departments, This is quite a natural
thing since in any type of organization, the operations
increase in complexity as the scope of the organization
enlarg~s, The fire insurance company 1s broken down into
a mamber of departments with specizlists to handle each
particular duty since it is impossible to supervise the
individual onerations without the delegation of authority
to depa ‘tment heads,

The various departments are divided according to
the operations performed. The typical company would havel
the followiig departments: (1) Accounting, (2) Reinsurance,
(3) FPiling, (4) Mail, (5) Loss; (6) Legal, (7) Supply, -
(8) Underwriting, (9) Agency, and (10) Special Services.

. The Aécaunting department . is,as lits name would
indicate, the department wi'ich handles =11 the agency and
office acccunts. This is necessarily an important
department in the fire insurance business, since business
is continually being written and charges and returns made
on particular policies, The business is conducted on a

basis whereby the agent gends in dally reports and accounts

T 1-llowbray, OoDe Citey Do 432FF

T
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2
are balanced at the end of each month,

The filing department is another department which
is unusuallj large in the insurance business as compared with
othér industries, Ali daily reports aré kept on file where
they are easlly available. Tﬁis alone is a tremehdous
tagk when it is realized that an avarageicompany will
have many, many thousnads of policies 1n force, In addition
to this bésic set of files, there are also file récords of

suspicious fires, 1In this file can be found references to

.thouaands of losses incurred by all compapiés which were

considered to be pessibly cawsed by arson, There are also
file records of inspécticna mad by variocus inspection
services, In this file can be found surveys of practically
all sprincklered risks and many hundreds of very large risks,
By keeping this information available in fkle, the company‘
can be assured that}the detailé of practicﬁlly all larée risks

will be on hand for the underﬁriter.

The mail department is anothervdépartment ﬁhich is

~ large due to the nature of the business, The company

carries out its'ope:atiqns through agents, many of
whom are in very distant points, The onlf contact that the
home office has with the majority of these is through

correspondence, With thousands of sgents in all parts of

2"ibid,’ p. 437 i
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the country, the amoint of mail is necessarily voluninous.
It 18 the mail department's respensibility to reczive the
incoming mail and deliver it to the dpartment for which
it is intended and té ge2 that the outgoing mail is sent
out premptly,

The loss department handles all the losses which
occur., True, the companies do their best to eliminate the
majority of the losses but it is impossible to eliminate
all loss, The loss department is for the most part, in the
modern comxmpanies, respensible for the handling of the
home office records of losses and the settlement of them
as representatives of the company. The actual investigation
of most losses and field adjustment is carried on by one
of the private adjustment companies, Prqbably the best knowm
of these if the General Adjustment Bureau, Inc., which
was organized and financed by the comp-nies so that each
company would not have to support its own investigation
staffs in all parts of the country, This bureau is
supported by the companies on a tax charged on the basis
of the amount of the settlements over the year. s

The Legal Department is necessary in fire insurance
business because the business is carried on through contracts.

This department is responsible for the writing of contracts and

'l,g> L

3-Ibid. p. 440L,
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the interpreting of the company's position in the
settlement of losses and the interpreting of the meaning
of policies, This department 1s also responsible for the
defense of the company in lawsuits, |

The Supply Department is necessary to see that the
necessary supplies are available for all departments, The
departments could supervise this themsel¥es, but in the
interest of coordination of efforts and economy it has been
found thgt a separate department for this function is more
efficient in a large corporation,

The Job of the underwriting department is two fold:
First, it must see that there is a profitable distribution
of risk, that is to say they mst be suré that the risk
is charged the rate Justifiable by the exposure and that
there is no moral hazard discernable, Segond,ﬁit mist see
that there is a safe distribution of risk, That is, it
mist see that the company is not dangerously exposed to
loss at any one point and that‘the‘cﬁmpany is not subject to
gevere loss due to catastrophe,

It must be remembered that in insurance, those
risks which are in the most danger are those which will
be the most eager for insurance. This is due te the fact that
people are inherently optimistic and only when the danger
of loss is very evident will they be overly anxious for

the protection afforded by insurance coverage, This demand

IR
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for insurance by the substandard risks is knowm as

Adverss Selection and 13 continually working against

the underwriter as he attempts to write those lines which
will be most profitable for his'cdmpany. o

It is also important that the underwiiter set top
lines, both gross and net, He must determine the largest
single amcunt which he wishes to accept on a single risk,
The gross 1s total before it is reinsured and the net is
the amount retainedvby thé company after it is reinsured.

It 1s this top net line which is particularly important.,

Ho must also determine the largest amount which he wishes
to carry over a group of risks subject to loss from cne
fire., - This is particularly important when the underwriter
is considering congested areas, )
The underwriter depends to a great extent on the
judgment of the agent as to the mcral and physieal risk in
fire insurance and on small risks, where there is nothing
to indicate that the risk is nt good, the agents?
Judgment is final as the the selection, On larger risks
and those dubious cnes the underwriter can call upon the
inspection services of his company, Retail Credit Reports,
Dun and Bradstreet and many other private services to
determine particularly'the moral hazards involved. There

are also the services of the National Board of Fire

Underwriters and the various regional associations to call
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upon to investigate the physical and moral hazards,
The Agency Department is in charge of the supervision
of the field system of the company and is of such importance
that 1t is usually'ﬁnder the ccntrol of the vice-president in
a small cocmpany or a special vicefpresiént in a large company,
This department is in charge of the training of new agents
and is responsible for providing the agents with all the K ,
latest material and developments in policies and sales aids, ° R

The special services department is genemally found in ;

Jp—

only the larger companies, It is usually designed to serve as
an aid to the agency and the uhderwriting departments, The
primary function is to make inspections which will ehlp to
sell the insurance and also help provide the underwriter with
the necessary information. Iluch of its work is labeled fire
prevention engineering and is very important in public
relations, ¢

In this paper the last three deparitments, as they
applyto the sale of insurance, are going to be almost the
enly cones considred, The Agency and Services departments
are, of course, the most important since they are the ones

which are in direct contact with the agents and the insuring

public.
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Chapter VI
Yon Stock Competition

As has been stated, there are several types of fire
insurance carriers, Of these, the capital stock company is
the largest group and is the basis of considration for this
study. However the competing carriers, even though smaller
by comparison of total volume, are serious factors in
some lines and must be considered,

The competition which the stock comﬁaniee mist
face is found in several varying forms. The mutual companies
are the largest single group of this competition, The
mitual companies are organized with the policynolders as the
stockholders, In this type of company, sinee they also
own the company, the profits are returned to the policy
holders as dividends, which serve to manke the price of the
insurance lower.

The mutual companies may be divided into two types,
The first is the assesment mutual, which either charges no

prenium or a very small deposit and then assesses the
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menmbers as the losses occur, The second are the advance
premium plan rmatuals which charge the full advance
premium Jjust ns the stock companies and return the difference
between the premium and the losses as dividends, This
latter group can be divided still agnin into those which
can assess its members and those which cannot,

The reciprocal association is another of the types
of insurance Qrganization which is in competition with the

stock company. It 1s organized on the mutual plan /ith

the active head of. the association an "attorney in- fact."
He has the authority to conduct the operations of the
_group‘through the powers of attorney given to him by the
members, »

The whole idea of the reciprocal iq that many persons i
can pool their resources and insure thelr own property. The, N
attorney-in-fact is the means to carry out this plan, The
premiums are usually paid in asdvance and dividends are
pald on the profits or assessments are made depending on
the success of the venture, ; ;

Engaged in the flre insurance usiness to a very
small degree are the. Lloyd's underwriters., ILloyd's of
London does not.write firé insurance as a regular |
practice, but on occassion will write if the circumstances
are attractive enough. Iowever, some of the American

Lloydt's organizations will write fire insurance as a
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part of their regular musiness,

The true Lloyd!'s organization as is found in the
original ILloyd's is a group of individusal underwriters
who will t-ke a small portion of magy a risk so that they
may get a sufficient spread of risk, Tk organizations
as we find them in America are usually corporations and
retain cnly a few of the features of the London Lloyd's.
The Amexican type is not congidered a socund type of

1
insurance organization and is not permitted in many states. )

Also to be found as a competitor of the stock
company insurers is the self-insurer, This can be done
simply by not carrying insurance of any kind, The
individual is then assunming the entire risk, In order
to be a self~-insurer fbr the scope of this paper however
the individual mst operate a plan of insu;ing his own .
risks, This usually amounts to the setting up of a fund
so that over a perioecd of time sufficient resources can be
amassed so that the individual or concern can bear his
own losses, -Such a schemem is only practical in a situation
there the self-insurer has very large resources available and

has a very wide spread of risks in greatly diversified areas,

1-Riegel and L1ller, OpPe. Cite De 95%
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The capitsl steck companies oporate almest completely
on the basis of the lecal agency system of sales and sales
administration, They also support the rating tureaus and
are very strictly regsulated both by the stante and the
varicus self=governing organizations, HNany of the
crmpeting cermpanies do not operate through agents.

They do most of their msiness through the dreoct wfliting
nmethods, T is £nct has breught forth many blasts from
the nagents asnociations and frem the couprnios since they
atand to lose a great deal of business if the direct
writing matuels and peciprocnls becoue too successful,

In all of these argumsnts preo and con between the
mitunl and stock companies has bern the continuous factor
of service and prices, The mutunl compani~s give the
benefit of Wory low costs of insurance in most caces and the
stock companies and thelr agents give the benefit of good
service usually,

0f the totnl volune of premiums written in 1945 they
woerae divided among the stock, mutual snd reciprcecenl

companies thuslys

Stock Companies oLyl 95765204

S 82,0,5

17741105372

Iutunls

12,3

S
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Reeiprocals $ 81,253,330
ol
;?Bgé 5 e 7,‘»)
Total 1,436,939,915
100, %

Of the 2396 rutunl companics ddng businecss that v
year, 2160 of them were specinlizing in farm property., This
means the small locnl companies and they were of very littie
conasaqurnes ns compotition, Twenty~threas of the mutunls were
factory mutunls, whicﬁ wiil‘be cnnsidereafurther. 179
endeavered to do a general Tusiness in fire insurance, It
1s thooe ﬁhieh do tho general Wusiness which are the thorn
in the side for mest of thn eapital) stock field men and
ggents' 5 |

| Sone figures wiich show somewhat fhe rolation of the

stock and mutu'l companies feor 1946 ares

Stock Imtual
Adimitted Assets $63,462,416,342 A 656,703,951
Capital 362,727,369
Liabilities 1,483,358,786 355,667,735
Premiumg 1,178,576,204 177,110,372 ==&

#w pug Fire Insurance Charts « 1948, Hew York:
The Iational Underwriter Co,, 1946

2=Arguns Pire Insurance Chartse~ 1946 llew York: !
The liational Underwriter Co., 1946 p 3£f

‘*’*"AX‘SUE Ch&l’tﬂ, QB‘&.

N



54

As has been stated most of the more. sucecessful

mitual companies have been specialist conmp-nies, some in the

farm line, some in factories and some in other lines, The
factory mtuals have caused serious inroads in to the large
lines held by the stock companies and have done a cery
competent job of providing insurance, 'They have taken
only the ¥ery best of the factory risks and have madeé
themselves experts in giving fire insurancé service
particularly in helpihg prevent fires, These companiés
Jbined together to form the Associated Factory iutual Eire
insurance Companies to provide a mééns of reinsuring large
riské among themsélves, This association, which was
founded in 1835, now has all 23 of the factory insurance

4
matuals as members,

To mcef the cmmpetition of these factory mutuals
which had begun to take a tremendous velume of business
particularly in the New England area, twelve‘of the large
stbck companies Jjoined to;ether and formed the Factory
Insurance Association in 1890. "This was done so that they
might have the pooled resoufces*and experience of all the
companies at their command in trying to hold their bwh in

the factory insurance line, Today this association has as

members seventy-four companies, which includes practically

A-Fire insurance Resenrch Bureau, Inc,., 1936
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all the maJor fire insurance comnanies in the United
States. The methods of operation are to provide the same
type of service offered by the mutuals and still have the
added advautage of a definite premium and the chklng of the
various companies, o |

The mitual compaﬁies eng ged in this field are simply
factory iosﬁrers of the large risks.. If is true that the
risks are‘not subjeot to 'great losses frnm fire but.their
experience in the §§1§i°nal coverages has not been too
successful. The 1938 hurricane played havoqk in the Hew
England area where they have very seriocus concﬂntratlon of
their risks.

| The Factory Insur}nce Association offers protection
by also having a very wide dlstributlon among the other
lines also written by a general business fire insurance
oompany; This spread of risk served to bring‘down thé loss
ration and to help m=intain a far more stable company.

The mutuals 1n the special lines have been very
successful and have for the mest part provided real insurance
protection and aervicq. Howéver, the generalrwriting mituals
have not 5een as succeésful in their aﬁteﬁpta to serve the
insurihg public, | Through their direct writing system they

have been able to koep costs down in many cases tut their

H=loc.cit,
/

\



dividend policies have forced them to be very exacting
in thelsettlement of claims, This systém of reanching the
publié has alsce brought on very limited service., It
stands to reason that an :gent serving the limited area of
a town, suppcrted>by the occasional visits of a special
agent, is able to give much more service to nis custqmera
than the company representative who has to serve a rather
large territory. One of the uotaticns which was lifted

from the past and applied to the mmtual insurance situation

has caused considerable discussion in the insurance world, It

is from Rusking

"Thefe is hardly anything in the world that sbme
man cannot make alittle worse and sell a little chaaper,
and the people who consider price only are’this man's
lawful prey,"

This, of course, Is a vepy general statemcnt, but it
can be well applied to insurance when the service ﬁhich
a competent agent can provide fpr his clicents is considered
as a part ¢f the premium charge. This agency service is
avallable to the relati#ely small insurer only from a

capital stock company.

&

6-Cuide for ovenkers on Insurance Subjects, New York:
National Board of Fire Underwriters
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Chapter VII

Sales Orgmnization Systems

Insurance, as any other product, must have sone

channel threugh which it travels to the consuming

public., There have been several methods developed

over the years in the insurance business, none of which, in

their basic ldeas are peculiar to the insurance business,

but sre unusual in the det-ils,

These

1,

2.
Se
4,
While

systems ares

Direct writing

Direct reporting agents
General agents

Branch 0ffice

not a separate system, brokerage is another

method of insurance sdles and should be treated here,

1
also.

The direct writing system is probably the oldest

i-Huebner, Op. Cites Do 9617
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of the insurance sales systems, It is done on a basis of
salaried employees selling the tusiness and reporting
directly to the hore office. AS can be easily seen such
a system, alone, can become very cumbersome, if it is
attampted over a very large area.

Practically all of the early conpanies write all
thelr tusiness on a direct writing basis., There was very
1ittle in the way of sales effort, those whowanted insurance
came to the compony and azked for it. It is also true that
these companies for the most part operated in very limited
radii and consequently had very little need for a complicated
field system.

As the companies grew older and began *o expand,
practically all of them re-.lized that they had to h ve a 1 ess
costly method of selling their products and'the direct wiiting
has been considered oﬁtmodea by most companies, However
it is still used by many mutusal companies, Thexre has
also been a lot of talk in recent years about some
companies planning to revive this system. Howevar there
has been nothing materialiged from it,

The direct reporting system was the logical answer
toﬁthe problems which faced the early companies when they
began to expand and found that the direct writing systenm
did not meet the situation adequately., The direct reporting
syatem is based upon local agents who report directly to the

- e



home office all business sold by them, This systemn,
sometimes with variations, is the system most often used
in the fire insurance industry.

The genernl agency system 1s one of the variations
on the direct reporting agency system which is often used
in the fire insurance industry., Under this system one of
the more prominent ngencies in an area i8 appointed as
"general agent" to supervise the production of the local
agents in that territory. The general agent is paid a
commission on all the business which cleams through his

office. The general agent retains a portion of the comme

ission as his share for supervising the territory and turns

a portion of the premium over to the local agent for the

actual sale of the insurance,

This type of field system is quite often used by

60

companies when they are entering new territories and do not

want the additional expenses of operating an office of their

own there, It has its advantagea in that the general
agent is not paid if he does not produce ‘business for the
company and a company office must bve main&ained even 1if
the office is not producing the premiums necessary to

pay its owmn way. It also has its disadvantzges since the
company has no way of being sure that the general agent is
giving the proper time and effort into the job of pushing

the company's’product.

Y
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The branch office system is a system of field
supervision whereby each territory is under a nranch
manager or state agent. The branch office in its bull
perfection is the company home office on a smaller scale,
When it comes to the branch office system the cpmpaniea
have many variations, The most complete is where the
branch office receives all the daily reports from its
territory and does all the underwriting, field supervision,
and agenoy accounting for its area. This is, of course,
- subject to its maximum line limits for underwriting. There
are also the more simple systems whereby the branch is
only a 'state agent! who aupervises the agents and makes
inspections for the company, This amounts to very little
more than a rgfinement of the direct reporting local
agency systeme. v ’

The branch office system is used by the companies
in the well settled arens where the company has had a
relatively long experience and has developed a substantial

premium volume, It gives the companies a fairly sound

method of super¥ision over its agents and serves to bring

nmore busineas in to the company thrcugh the continqus contact

between the company representatives and the agents, It
is also advantagebus from the uhderwriting point of
view since it gives the underwriter some one to call

upon to give a trained, impartial judgment of risks from
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actual inspection of the risks,

The agepts and theifield;men are the_representatives
of thg insurance company énd are respcensible to the
company for their aqtiéns. Their limits of authority
are specifically stated either in their contracts of
agency aﬁd ;icenses or in their special agreements with
the company. ‘ . .

‘ The direct opposite of‘this situation is the "broker,"
who 13 the custonmert's representative, ﬁe is employed by
the customer to secure the best possible coverage at the
lowesf possible cost. He does nct have any agreements with
the companies and rust place each piece of business
separately, In most cases the agent for a fire insurance
company has the authority tp bind the company on a risk
without any other notice than the daily feport or a binder.
This is very different in thg cagse o>f a broker, since he
does not represent a company. He must have an agreement with
the company to accept the risk before the insurance is in
force, ° |

Hany of the largést offices dealing with the public
in fire insurance are brokerage offices, - This has grown
up because of the large brokerage business in marine
insurance, the lack of service by many agencies and the

complexities of many very large and interstate risks.

2=-1bid,, 1121f
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These many farious types of insurance sales systems

have been developed as the needs for different sales |
methods have arisen, They are all used by practically
éll companies in varying éegrees. They may use direct
reporting agents in some territories, general agenfs in
othefa, and one or another type of branch office system
in still otﬁers. There is no hard and fast rule as to the
methiod of productiop control wnich will be used since this |
depends on the company, the'territcry and the personnel

available to £ill the various positions.
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Chapter VIII
Company Fieldmen

The company fieldmen are these men ch rged with the
maintenance of the field system. If the company operates
on a basis of direct reporting local sgents, the fieldman
mst visit his ngents and enccurage and assist them in their
production of business for the company. If the company
operates on the general agency system, the Tieldman assists
the general agent in his supervision of the territory.

When the company operates on the branch office system, the
fieldman is a part of that office. All those persons engaged
in the direct contact with the vrcducing agents are the
fieldmen,

The field territories are wsually broken down into
single states or combinaticns of neadby states and placed
under the supervision of a branch manager, state agent or
general ogent, Under the branch manager will usually be
found the special agents who are, each, responsible

for a segment of the entire territory. There are also,
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of course, the necessary office st:ffs and in many

cases a staff of engineeré and service employees. The
gmas system exists where the state agent is used since
the terms state agent and branch manager are almost
synonynmocus, Where there is a system of general agents
used there are usually very little in the way of

salaried company employees; however, in some instances
there hove been special agents and state agents used when
there were more than one genernl agency in a state,

The duties of the fieldman, as has been stated or
inmplied previously 1s to keep up the ccrpany contacts with
the present agents, to assist them in their problems, to
teach them the new methods developed by the company, to
appoint, train and assist new agents, and to se~ that the
home office has the necessary information to do a
satisfactory job of underwriting the risks written in
his territory. The fleldman rust also explain company
policy and do every thing in his power to maintain good
relations between the conmpany and its representatives,

The responsibilities of the fieldman will be
considered prirarily from the view of the special agent or
the state agent who is operating at some distance from
his homw office. His territory is usually rather large and
requires a great deal of travel for him to be able to visit
all the agents and maintain his contacts, The typlcal local
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agéht does not see the home office of the company in his
entire time of doing business with them, and the rare
occasions when the agent does visit the home office is all
too brief, It is likewish just as}seldom that a home office
employee calls upcon the agent, Consequently the only
relaticns between the agent and the company must be through
correspondence, rare telephonc calls, and by the contact of !
the special agent or the state asgent, The company o
representative mist explain to the agent the ceompany's |
posision and to the company, the agents! position, ' : }i
In his normal routine the special agent will be called
upon to perform many tasks, The agents in his territory
will request him to call and assist them in the handling
of complicated risks, they will request assistance in the
placing of large lines with his company, and it is not R
umsual for the agent to ask the special agent to assist in |
the handling of personal afféirs.ﬂ Incidentally, this
latter is one of the greatest compiiments the specialvagent can
receive when his agents ask his advice on sometliing other
than his tusiness in which he is a specialist.
On the other hand the special agent must have a
certain amount of fime to maintain his office routine, o
prepare his weekly and monthlyvreports, make inspections i

for the home office, and plén his operations for the next _ 1

i-liinor, op. Cit., Lecture 28, SUppe De 3
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week or month,
In order to meet the many demandé upon his time
he must develop a budget by wiich he may allocate his time
tb the best advantage., 1In this budget he should allot
his time so that he may be able to glive adequately to
these demandss
l. Agencies below production quota
2« Yew agencies
B3¢ Cities where his company is not yet represented
4, Office routine |
5, Inspecticns for the underwriting departmeht
} 6+ Regular calls upon all agents in the territory2
The new agencles are one of the most impopntant of the
points of contact for the special agent. @a must see that
the ggents are continuing to grow healthily and to give the
company desirable business, Whére the company has had
continued trouble and difficulty'with an agency, either
through poor classes of business, slow collection, or
very little tusiness, the special égént musf sec what the
trouble is and if the situation does not seem to be one
which oaﬁ be remedied he must be ready to transfer the

agency to someone else more able to serve the conpany
properlye.

/

2-Ibid, s Lecture 29 suppe.s Pe 4

RN
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This is where the new agent if often important.
When planting in a city where the company has net had a
representative or where the agency is being transferred
from an unproductive agcent, it is quite often to the
advantage of the company to plant in 2 new agency rather
than in an a ency which is established in the community,
While it is true that the established agency may have more
business on its books than the new agent, the older agency
has also established its relaticns with the companies
already represented in his office and the ﬁew company
may not reweive its share of the better tusiness, In the
new agency, the company which is best able and most willing
to assist the agent is the one which will receive the
best share of the business., By appointing new agencies run
by reputable, well educated insurance men, the fieidmah
may well improve the producticn from his territory.

In his habits of travelling, the special agent mst
route himself through his territory so that he can cover
the entire territory in the most economicael fashion, In
many territories there are agents who have not been called
upon buf about once a year, and others who are called upon
regularly, This is caused by haphazard travelling |
instead of sericusly planned itineraries, By ﬁbrking out a
budget, a study of the various seotions’of his territory and
the transportation between points, and arranging for

appointments the special agent can route himself so that he
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can divide his territory and cover it as a matter of rcutine,
O0f course, any routine must be flexible enough to meet the
unusual situations which arise in the insurance tusiness,
Large lines and special circumstance are capable of
interrupting anmy well settled Bchedules, The special agent
mist allow for these in the budget plan.3

In his relations with the agentsand their offices
the special agent is in effect an ambassador of the company,
In his dealing with the various agencies he meets all types

of people and for the sake of the business he must be
able to maintain friendly relations with them, His job is
one of diplomacy and almost politics. The box of candy
for the secretary who has been particularly helpful will
insure continued assistance and at the same time build up :
friendly relations throughout the agency._’ L
The special agent mist never forget that he is a
representative of the company, In addition to the contact
Job, he is also called upon to make inspectiéns of the more
hagardous risks, ask for reduction on lines too large for
the company to handle, and request cancellationse.
Another duty which falls on his shoulders quite often
is the undesirable task of collecting slow accounts, The

special agent must see that these collecticius are made, and ig

there is great difficulty in collecting every month, it

T 3-1Dide LECTUre 25 SUDDPe De 1LT
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may be wise for him to look around for a new agency to
plant in,: After all he is up against one of two
unsatisfactory conditicns, Eilther the agent himself is
slow in paying, a sign of poor business methods; or the
clients are slow in paying, ancther undesirable feature.

In his dealings with the home office,vthe special
agent cannot afford to be laxed, When he is%asked to
make inspections he should be on notice that tha conmpany
has a very doubtful risk on hand and he is being called‘;;

upen to decide whether the company should continue to;'J}LL’

carry it. Any undue delay in the hzndling of 1nspectionwggy
may find the company standing a loss which would not “";w

By

otherwise have becn suffered. It also requires undue e ”Q“Q

expenses since the home office will be forced to follow up

]

on its original requeat for an inapectivn.

b

These rules go even more so for the requests for

reduction or cnncellation of lines, These requests should}v
serve as the danger signal for the special agent. Lany of |
them from one sgency would seem to indicate that that
agency 1s not giving the compnny its best busineas and the
situatioh should be investigated, tut rather than wzit
until it is Yconvenient" the special r~gent should take care

4
of these requests at once.

A-10id., Lecture 37 SUppe Pes OF
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Another thing which the special agent should do is
notify the ccmpany of his planned route for each week that
ne is on the road. There are many times when the home office
mey want to contact the fieldmen so that he may take care of
a particular situation on the sare tri., Vithout knowing where
he is there is very little the home office can do except
gend it to his office and let him mnke a special trip or
wait until the next time he visits that particular section
of his territory.

All these things that the special agent should do
in cooperation with the company home office are really
common sense, Of ccurse, they rust be based on a knowledge of
the home office rnutine‘so that the special ngent may know

what is expected of him.
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Chapter IX
The Insurance Agent

The insurance agent is the backbone of practically
all insurance sales systeus. This is particularly true of
the capital stock fireinsurance company. The Local agent
in fire insurance has, as mach, if nct more authority than
in any other line of insurance. He may solicit business,
bind the company on the risk, collect the premium, write
up the policy and deliver &t to the insured’without glving any
notice to the company other than the daily report which
conatins all the information pertinent to the risk, 1In
some cases the agent even has the authority to adjust losses
and settle claims against the company.

The local agent is appolinted by either a special
agent, state agent pf a general agent and his duties &nd

suthority are clearly defined in his contract of agency

with the company. In fire insurance it is customady for the

local agent to represent as many companies as he desires in

his office, This has been primarily because of the
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limited rescurces of most companies and the necessity for
the agent having in his office tie facilities to handle even
the largest of his risks, It is quite natural that the
agent give special consideration to some particular
companies and give very little business to others beycnd those
lines which he mst split in order to give the clients
protection,

The ppsition of the insurance agent is indeed a
peculiar one, He is the pepresentative of the company
and is responsible for the placing of only good business in
his company. He is depended upon to do .the preliminary
underwriting as to the moral risk of the assured and the
physical hazard of the property covered.

At the same time hé is serving his friends and
customers and must be able to place their business,
however hazardous, with a reputable company. He mist also
be prepared to develop new forms which the company does not
always desire so that the insured can have the protection
necessarys

In addition to these two peculiar circumstances, there
is a third condition which greatly affects the agent., 1Ie is
on a comaission basis, That is, he is paid a commission on
the tusinegs which he gives his companies, Since this is
the ocase it is indeed a difficult thing for an agent to

refuge to accept business even theough it is from a client



77
of very doubtful qharacter. Likewise 1t is difficult for ﬁim
to cancel a risk which has proven to be unprofitable.

‘The baslec function of tiie insurance agency is
naturally the sale of inéurance. In order for the agent to be
able to ao this effectively he must have sufficient trained
~personnel in his offiée to handle the records of customer
accounts, company accounts, renewals and the many inspection
reports and files which he rust use in his daily work. There
mst be an organized sales effort and there mmust be an
organized meﬁhod of collecticns, |

The sale of insurance is much the same as the sale of
any other commodity., These basic funda@entxls for the sale
of insurance mayapply t o practically any product:

1. Insurance is sold by person#l intervicw,

Advartising and direct mail can only serve tp
pave the way.
2, The personality and bearing of fhe Agent nimgelf
is of great importance. |
3. Argument doesnot help to make a sale, |
4, Mental imgges which lead the way to the purchase‘
- of insurance are aroused by what people feél to
- be thelr interest,
5. Prospectsyhavevdifferent backgrounds, they do
not have the same emotional and’menﬁal makg up,
6, It is insurance protection and not éoliQies which

1
are sold,

14 O'Connor, James C, , Yire, Casualty, and Surcty
Bulletins, New York: The National Underwriter Co., 1847
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The last listed fundamental of insurnaqe selling is
probably the»greatest gingle factor which can aééist\even
the most successful agent who hxs over looksd it, In the
pnst the practice has been to sell insurance ty the policy.
This has been sufficient when tiie client is sufficicently
‘well versed in insurance to know just what he needs in
the way of insurance and can convert this to policies,
Yoet persons are incapable of doing this and only by |
having someone do this for them will they be sure of having
the protection they n»cd, The agent who presents his
insurance proposals on this basis has a rmch better
opportunity of making o sale,

Probably the nmost satisfactory method of prescenting
insurance to the prospects so that he éan fully realize
the nature and extent of his &nsurable hazards and the
agent's reccommendations as to how the insur nce may be

provided is through the insurance survey. The survey,

which is the most luportant tool of the progressive agent is
discussed more fully in n later chapter.

Eﬁe agént nay take advantage of many proven methods
designed to assist him in the presenting of his commodity--
1nsurénce protectione«~wto the consuming public, Personal
contact ig the method by which practically all sales will
,be consumated but the number of contacts mist necessarily. be
linited and by a planned advertising campaign the agent can

prepare the'yublic for his propositions and gain the
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necessary entrees to the prospects! offices, theraby
increasing the efficiency of the sales program.

The advertising campaign should be divided into
two distinct branches, The first is the general advertisiﬁg
which is designed to build the prestige of the agency., The
Becond is designed for'thé particular prospect ahd is
usuallyvby direet mail, The use of these will dependronitha
advertising media AVailable in the commuhity, the fype of
business solicited by the agent, and the preferrence of the
agent. ‘ |

In the institutional or prestige building advertising
the agent may have at his disposal these means of presenting
his agency to the publics

l. XNewspapers

2. Radio »

3e Billboard and electric signs

4, Window displays

When using institutionzl advertising, the agent should
have a carefully planned progran, Otherwise it may well
be a waste of money, If thevprogram is planned so that it
will extend over a period of time, conpiderable advantage

can be attained from'it; In some cases educaticnal series

have been used as a public service and advertising and proved to I

be very successful, Another method is to tie recent local

accidents and losses in with the insurance necessary to
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protect against possible loss., In the solving of this
problem of institutional ndvertising however, the agent
should realize that there are specialists in this field
just as he is a specialist in the insurance business and
that he may be able to derive far more benefit from his
advertising campaign if he consults with someone well
versed in the business of getting and holding tte |
publicts attontion. ‘

In the direct manll advertising the agent, himself,
ean quite often work out a very satisfactory program, When
doing this he should consult the many available socurcus of
information on the subject but in the end he should draw his
own scheme and it it to the particular situation,

When using the direct mail system of individual

cont act the agent has several general types of messages he

can uses .

1., The form Letter

2. The personalized sales letter ,

3« The printed leaflets and other matter, ?&iﬁi

Each of these have its own place in the agent!s RS
advertising campaign and should be used to £ill particular
needss In using these methods however, the agent will
find that in o8t cases the only type he will wish to use

as the primary method of selling will be the second

mentioned type, supplemented with enclosed leaflets, etc.

2-Beling, Oscar, Profitable Insurance Agency lianagement,
New Yorks Prentice~Hall, Inc., 1946
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.~ In order to get the greatést benefit out of this

system he should realize that the direct mail advertising
is not a substitute for makihg calls, 1t is simply a method
of making thé calls nmore profitable, In this light the
mailing program should be set up on a basis of only those
persons and btusinesses which are defin;tely prospects,
The direct mail contacts c¢all for lmmediate followeup
by personal contact so that the greatest benefit can be
gained, It also ﬁust be remembered that a person does not
remember all that he reads the first time, By several mailings
and. a c¢all the agent can gain much more ffom his advertising
contacts, Using 1007 as the full success of a direct mail
campaign, one mailing will be worth about 5%, two mailings,
15%, tﬁrea.mailings 40%, four mailings 66 %, five mailings .
5%, and six to eight mailings 100%. This’will show that thé
agent cannct éxpgct to galn so very mich from sending out only
one plece of mail, By déveloping a system‘of mailings to
be sent at regular intérvals he will be able to impress v
his point on the mind of his prospect so that the'prOSpect gi3fj
will be ready to listen to what he has to say and more i
nearly ready to buy, s

In preparing the advertising material, the agent

can, as invpractically all sales promotion, expect hisg

S=Ibide, p. 81 T
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oompanies to be ready to assist him if he shculd call
upon them for advice, 1liany companies maintain an
advertising staff for this ery purpose and all of them ;
are willing to assist the agent in his efforts to increaéé‘
his volume, It is also a practice among scme of them to?
have on hand prepared material which the agent can use to
advantage in his malling program,

In order that the agent canddvote the necessary
time to the selling job, he must have his office routine =
so developed that it will take him a minimm of time and
effort. In this planning he must have the necessary records
of renewals, accounts, prospects, dally reports etc,
In no other business is the matter of records 8o important,
The ‘agent is in a position where he must be 'accurates A '
failure to notify an important client of a renowal date or
to notify a company of an important change in policy can
result in very serious consequences., By a thorough anaiysie
of his n=2eds he can determine the filing system necessary5ﬁ4

In organizing his office he mist also select and:
tfain the necessary office employees. There must be someone
to keep the agency accounts, there must be a stenographer, a-
policy writer (this can be combined with the stenographer
in the small office byt wewally will require an additional

employee in a fair size office), Sonmeone nmust be responsibdle

4<Ibid., Pe S6LT
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for the files, someone for answering incoming telephone
calls, etc. These seem like rclatively unimportant mattere’_
vut they can mean the difference between a successful agency“ﬁy
and a failure, e
Another of the major headaches of the insurance

agent is his collections, Iis companies will demand

payment of the premiums due to them and the agent must célieéf‘ﬂfliﬂwf”:
from his clients before he can pay the company if he does o
not wish to finance his customers. A very apt yuotation
on this Ias

"Convince yourself, first, on this point: You're»ngﬂjr

banker. 1o reascn 15 good enough to excuse you for paying =

your clienté’ debts, The objcotion to the practica is more,

than merely the credit hagard, The oommiss;ons you earn,

are not large enough to compensate for the additional overhead

item of interest on the premiums that yo pay your companies
E before‘yourvclient has paid you, Nor will your commissién
’ stand the additional expense involved in the collection
of four, five or six month old accounis,. "5
It is suggested that a bill be sent with. the policy
and another mailed on the first of the month, This serves.
to bring in most premiums due but there will be those aépounts L

waich are not paid. The agent should then call upon the:client

—

5-0'Connory ope cite pe A-l
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and try to bring in the delinquent accounts, It may be
the case that even then the premium is not paid, In that

case the only course left for the ngent is to cancel by

6
cancel by mailed notice for non-payment,

either picking up the policy or if this is not possible t6’  ;

The matter of making collections on slow payments7ialn§£ ff\

a pleasant task and should be avoided as mueh as possibléia%_:“i
by seeing that the custazers are ones who will make promﬁt
payments, On policies where the premium is very little it ’ } } 4 )
is well to ask for payment when the policy is delivered soiv o
that the entire matter of collections will be aveided,

_These matters of collection are ones which must be

tempered with the particular ocase, It would, indeed, be.a 

mistake to be offensive in the methods used to colleot:
frbm otherwise gcod accounts. As in everyfﬁing else in.
business, JUDGIFNT mist be used, ‘ _

The business of an insurance agency is not just the
simple jeb of selling insurance policies ap has been shown,,
It is true that selling. insurance is the ultimate end but te =
achieve it considerable erfort mist be expended in other,’xw |
directions, Ry organizing the office so that it will‘work as
an efficient group, by developing the sales program,
by btuilding smooth public relations and prestigp, and then. -
doing the selling job the agent can build a very nice busineas o

G‘Ibidgf pl A"z
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for himself and can be doing his customers and his commnity
a great service by presenting to them comblete insurance
protection and counsel,
}
i . ;
’I
!
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Chapter X

WWhat the Agent Has to Sell

The many variaticns which can be developed out of

the standard fire insurance policy are actually the commodities

which the agent has to offer the public in fire insurancc.ﬁ,

the goods which he is selling. By selling the little knpwn_.
lines and by fitting the entire line to the needs of his B
clients he will be able to give his customers the greatest
possible protection at the lowest possible cost, At the
ﬁ same time he will be nble to greatly increase his volume
over that which it would be if he were selling only the
common lines of property damage insurance,

These other types of insurance can be broken down
into several variations on the standard contract., They
are: (1) Those which increase the coverage to perils not
ordinarily covered under the standard policy, (2) Those

which cover for losses not ordinarily covered, and (3)

those which change the methods of providing the coverage.

They are the tools of his trade and at the same time they arg. . i
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Under the first type of variation will be found
those which give the insured protection from loss from
windstorm, vandalism, extended coverage, hail, tornado,
eto,

Under the second group can be found the Use and
Occupancy insurance, the extra expense, additicnal living
expense, rent and rental value insurance, The last

group includes the general cover, reporting forms, master‘ @ﬁQr

contracts, etc,
Just as any other person in the business of selling = -/
a commodity, the insurance agent rmst know the commodities:

which he has to sell and he mist know how to apply them to .

on for many years on a basis of personal friendship, it hag“ﬁv
been the trend during the recent years, particularly in the
big industrial lines, for the business to be placed on a

basis of cold business logic. The agent who is able'to

provide his customers with the greatest possible service is the
man who will be successful,

The Use and Occupancy policy or Business Interruption
insurance is one of the mest lmportant branches of fire
insurance, It might better be termed Prospective
Barnings Insurance, for that is what it is ésigned to insure.
The losses which might develop from the enforced shut doﬁh

of a plant or office due to fire damage can be tremendous

theneeds of his customers. lhile the insurance basis has gdna;f _f_;
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and yet protection of this type hcs been sold to bey few
small sinesses, The field has been 11m1tnd to the
larger concerné. The losses which develop from the con-
sequences'of fire aré qdﬁe often much lcrger_éhan thocc
resﬁlting from the direct effect of the fire,

Under the U & O péilicy, the insured will be indemnified
for the losses resuiting in‘profits and continuing exjensea
Which wculd have ordinarily been earned in the course
.of normal operationa. PR A

Statiatics show that out of all business suffering ;g,ff
serious losses from fire only one half are able to continue;fc,

operations with capital, oredit, and earnings unimpaired.

Use and Occupancy insurance is designed to prevent Jjust

such a situation., It is 80 designed that it will assist the @c”"?

insured to contingc Just as if the loss had not occured.
In serving his clients the agent cannot afford to

overlook this type of coverage since it is probably the

greatest single exposure to fire loss comnon fto most industrial

and commercial concerns. He must see that it is thoroughly
explained and that the clicnt is in no way doubtful as to
Just what this protecticn may mean to him, ’Another point
is‘thax U & 0 is generally considered to be a good type

of busineca and 1s welcomed by most ccmpanies. of

course, there are those risks which are undesirable, but
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the agent who sells‘U & 0 will find that it is much more
acceptable than Property damage Insurance on mény risks,
and a profitablé line to sell, ' |

The Zxtra Zxpenses policy is designed to protect those
concerns which mist remain in business éspité'fire loss and
damage, An ideal example is é bank, It is absolutely o
néceasary that usch an institution remain open for businéss
regardless of the costs. The purpose of this policy is to%; 
protect the insured from loss due to the added costs of "3"{’,
operation whould he have to remain in business after a 15s§f,7i’
has occured until the insuredt!s own property has been !, |
repéired or revuilt and&normal operations are resumed, o

The Additicnal Iiving Zxpenses policy is mach the
same thing for the private individual, When a loss occurs“aﬁd Qi 
a dwelling is destroyed or damaged to the poéint that itll
cannot be occupied, the occupants rust find temporary :
quarters elsewhere, This is quite often very expensive,. -
particularly today, with the high costs of living facilities;

The Additional Living Expenses policy is designed to proéide

the meand to meet these additional costs so that as neafly”

1-Foster, W, S., Consequential Coverages, Indianapolia:‘

The Rough Hotes Co., pe B9EF
2.Digest of Coverages, New York: Royal-LiVerpool

Group, pe 6 N |
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as practical the insured can continue the normal activities
of his household.5

The rental value policy is designed to reduce the
l1rss from a fire by enabling the insured to rent other
quarters of a d milar value during the time ﬁeceasary to
repair or rebuild the insured?s property. This type of
insurange is adaptable under the forms written to both
cormercial and résidential risks.4

The rents policy is designed to protect the owner

of rented properties from the losses which might occur in;  ;! @~

5
rental income should the property be damaged by fire.

Unearned premium insurance is available to reimburse  ;3":‘

the insured for the loss cf premium which would not have
been earned by the company had not a loss occurred. It

is particularly valuable where the insurance is written

on a long term basis br where the premium is very large,

This “typeref insurance is required by the various

premium finance concerns, since it gives them protection ' ° -

of their interests should loss occur and the balance of théir
6 ‘
debt be uncollectable,

3-Ibid. 3 Pa 1

4~Ibid., pe 9

5~ loc, cit

6~Reigel, Robert and hiller, Jerome S,., Insurance .
Principles and Practices, 3rd ed, New York: Prentice=lall,

Inc,, 1947 p. 444

s
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Windotorm insurance, just as its name indicates, is
insurance to protect against the losses which may result
from windstorm, It is written by endorsement on the stand-
ard policy, as are most variations, It is separate from
the fire coverage and has its ovm limits set by the premium
charge, however fire and windstorm may be written on the
gsame policy. Tornado is the same protection under a
different name, The names under which thnis type of
insurance is written varles with different localities,

Hail Insurance is usually written on farm crops to ’   f

protect against the damage to be csused by hail., It may »‘ M‘

also be written to protect buildings and is very commcn id;.w;7  .

those arens greatly subject to hall damage.

Barthquake is mother of the variations which may he' bt

written to cover the natumal hagzards,

Under the standard policy the damage resulting from =~

an explosion prior to a fire is specifically excluded, This -

covarage can be had by the attaBhing of an endorsement and:
a premium charge for this protection.

The Vandalism and Halicious Mischief coverage is

another which may be added to the standard policy. Under this

type of coverage the property is covered from loss due té”thé?
daﬁage inflicted by vandals, strikers, and prowlers, It iﬂlan
t¥pe o1’ coverage which 1s very important to many industriéi'”
concerns and to a large number of comnercial houses such as.

.department stores.
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Extended Coverage is an endorsement which may be
added to the standard fire policy and is written in cone
junction with the fire insurance coverage only. It extends
the fire insurance policy to cover for the additional hazards
of's |
Wihdﬁterm'
Hail
Ixplosicen
Civil Commotion
Riot
Riot attending a strike
Falling Aircpaft
Vehicles out of control
Smoke
These coverages are those usually found in the

extended coverage endorsement, Iliowever, there are many.

different forms which may be used some of which include'ali’L

these and others and scne of which do not include all -
i
these hazards,.

A3 can be seen this endorsement adds to the standnrd

fire insurance policy the protection from most of the other.

hazards which may result in damage and loss, However,

it does not increase the amount of insurance provided by the

7-Ibid., p. 425F
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the fire insurance; it simply extends the same amount of
insurance to cover the added perils,

It has bhecome a regular practice among many agents
to write this endorsement onto every policy they sell
covering residences and where possible on mercantile
policias, The cost of this type of insurance is very slight
and yet the protection granted is tremendous when the number
of ﬁ&zards covered is considered, True, the possibility
of loss from many of them is not great and yet the exposures,

are equally as large as the possible loss from fire and

should be protected., Hence, the agents who automatically addl:

are considering the extended cover as a normal part of the

policy. , S
Extended coverage can be written on'thé Uuaco policiééf#

under the extended coverage endorsement can Just as easily:

cause o work stoppage as they can destroy property.

When writing extended coverage the agent should be;eurea~

that it is included on all the policies carried by the
insured sgince it is subject to the coinsurance'clauses
just as 1s the fire coverage, If there is not concurrency;fnﬁg

this respect, the insured may suffer loss which will not be

amount,

this coverage are looking after the clients well being and   “5i§ |

and the other wvariations of the standard policy which covgtf?rf5]{f 

for fire damage and should be, After all, the hazards co#éfédi&jf%fi‘

covered by the insurance even though it is carried in a limitédw gj"
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Probably the best known of the wvariaticns on the
standard policyw hich change the method in which the
coverage is provided is the general cover or reporting
form policy. It 1s a convenient and improved method of
providing the prﬁiection desired by the owners of stocks 6f
merd andise and other comnodities where the values
fluctuate throughout the year and when there ;9 more than
one location involved,

Under this type of policy, new locations and changes‘i&

of locationgs are automatically covered, aubject to the

limits of liability =29 stated in the policy. Also insuring valuea

at distant points is easily contrelled., The insured's reoords

are sinplified and the possivilities of non-qoncurrencies;inﬂu

¥

5 pecific insurance is reduced. RN

The premiums for this policy is4figuré¢'ffém an.ﬁﬂ y
average of the actual vnluesof the risk, This means that, = . -
subject to the maximum limits of the policy, thaﬁ;nsured“hgsAf'*h‘
a5 1little or as much insurance as is necesaapyiqt a11 times.

So that the premium charge can be computed, the

insured is required to give monthly reports as to the vg}ugswat.
sach location during the month, It is from these reports ..

that the name Reporting Fnrm has developed. vAlthough thef:

usunl practice is for these reports to be on’ monthly R

basis, In cases where the values fluctuate many timos‘hﬁ

during the month, this policy can be written on 2 basia of
8 |

shorter report periods,

8=~Digest of Coverages, ope Citey P 7




96
‘The agent, by wisely handling the accounts of his clients
who need this type of protectien, can do a better job of

givingAthe protection which is needcd and at the same time

build up his sales wolume, TFor those satisfied customers

are the best advertising material an agent can ha#e.

| Another varlation in. the hands of the alert agent

1s tne Master Contract, It is designed to give protection

at all pointa of exposure to the client owning many properties,
- This policy will give the insured coverage on all

his risks, simplify his insurance program,,and be the m°5§1‘

practical, convenient, and economical method of handling  if

his insurance problems, Im addition to this it will alsd*;f

eliminate possible nonwconcurrencies, prevent gaps and f

overlapping insurance, and eliminate the possibility ofi 

renewal ommissions, °

These many variations on the standard fire inaurance 7

contract which have been discussed are actually the lfﬁﬂﬂ °§¥E
essentials of a good fire insurance agent., It is true that B
a reasonable volume of business can be built up by ‘
pushing only the straight fire property damage policy buf
the agent will still be far short of the possibilities-;'

which exist if he will sell complete protection and not just

“fire insurance."

In order for the agent to rezlize the full

9"’Ibid‘ ? p. 8
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potentialities of the insurance market he is servicing he
mist be well educated in his product and he must know wiaat
hisbclients' needs are and just what particular coverage
they need to glwve this proiection. The only completely
gsatiafactory method to do this is through the insurance survey

nsthod of selling.
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Survey Selling




Chapter XI

Survey Selling

The insurance survey has come to be the answer to .
the question of how to meet the growing comoetition in the |
insurance agency field., Iver since insurance became a
business the agents have been giving the service of
surveys of a sorts but it has been only comparatively
recently that the potency of a complete survey has been
realized, Twven in the face of the success that has been

focund by those using.surveys there are agents who reguse

to use this method to sell their products,
"A comprehensive discussion of the client's situation,  ﬁ§f

a review of his present insurance, remirks on his scheme of . .. '

protection and, most important of all, indicate where his .
present insurance is at fault and how the agent, as

his insurance adviser, would remedy it., It is the survey

of this type vhich stamps the agent as a person who can

render insurance servicee-~--and it is this type of Burvéy whioh | o
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has gotten results in getting and holding important
lines," '

At all times it is the desire of the agept to sell
ingﬁrance and the survey is designed to aid,h%ﬁ in this, but
itdwill not do all the work for him, The survey should do
one thing for the agent, it should convinceytﬁe ﬁrospect that
his insurance needs eggert advice and that th§ agent making
the survey is equipped to give him that servi?g._ Once this
idea is gotten across the agent has done thé:bﬁi# of his
Job of selligg since his advice as an expertfwili be taken in

most cases, L
;, f“ ,

There are two types of surveys which the agent has*gﬁ%
to make, The first are those made for the new prospectﬂ§'§33"
where the azent has had no: previous contgct‘ghd:hopes ?Q[g{f{; 
secure the prospect's business as a result of the survef.fggTﬁﬁ .
The second are those mads for clients alrea@y#gn fhe boo?é;~tfﬁ\'"
of the agent. This is to protect him fron érrﬁyé?and j R
omnissions and to covér unnoticed devalopments,f;These‘};&
surveys for old cliénts have a very dcfinit?hpiéée in théx*’
business of a enscientious insurance agent. 'There is no
better way to protect the business from thé‘infp%dé of:;

conpetition,

1-0'Connor, op. cit., p. Sur. 2
2=loc. cit.
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| Not every risk however, can be surveyed: That is,
if thg agent wished to stay in business and make money, Only
if thése requirements are all met should the agent attempt
to make a survey.

(1). The account must be potentially large encugh to warrant

L

<t

the effort and expense. ’

(2) The surve& mst refeal enough defects in the prospects
insurance situation to warrant a change in insurance
advigers, |

(3) The agent's criticisms and recoommendatiocns must be
absolutely accurate.

(4) Every-reocommendation mist be possible of performance, |

(5) The sufvey mist be properly explained, properly worded;z

~and properly presented to the proépect when finiahed; ;

By complying with these requirements the agent can make "” 

surveys assist him greatly in selling his product---insurancéi“

protection.

Another fact which will help realize the importance’

of a properly prepared survey is shown in the data given- G

on lmpressions. Ixperiments have proven that 1mpressions';‘“ngV

are developed by the various senses as follows:

S-Ibid., Pe Sur-3
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Ryese~-===87% of all impressions

Earsees=- 75 " ® n
Toughe=== 35 4 "
Smellee=e 27 " ) om
Tagtgewwe 13 " " " 4

The survey which is prepared and sbumitted to the prospect

in written form will have fap greater effect in convincing the

prospect that the agent is an egpert in the field of

insurance than any amount of talking to him about his

exposures, An interesting aidelight on the senses, however,

1s that one agent has impregnated his survey reports with

an odor which smells llke the inside of a burned building. f

He has sald that his appeals to the emotions very well and is

a2 help in putting across his sales wanvass, '
In making an insurance survey it is necessary that

the ageht find out everything he possibly can about the

insured's business and operations., This can be done only

by putting a great deal of time and study into the problem. ‘ﬁfs j

This is usuaily done by questioning some one in a position

to know and recording the information so that it will be

available, There are many forms for purposes such as thia. &5

One of the best known is that put out by the Rough liotes
Company. There are also many large insurance companies whichlﬁ

have their own forms which they supply to their agents.

4-Ibid.,, p. Sac-4
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- ~One of the most important functions of a survey'ia the
analysis of the policies already held by the prospsct. It
i8 here that the agent is attempting to show that he has
a spuperior knowledge of the business, He must be absolutely
accurate in everything he says about the policies. In this
particular phase of the survey he should not hesitate to
call upon his companies for advioe so that he will have
the benefit of the best possible information. The
experience and knowledge of others may well be the declding
factor in coping with an unusual situation,
The standard printed forms have been very instrumental
in eliminating many of the costly mistakes but still they.

were made to fit only a very average condition and not

many prospects fit this condition exactly.. When auditing
the fire insurance policies, the agent must hove a thorough

understanding of the fire insurance policy as it applies to

his state. This knowledge is basic and the agent rmmust have 1t
but the greater portions of Bhe mistakes are tc be found in
the written portions of the policy and the use of
endorsements which rust be prepared because of some particular
circumstance in the field, ifistakes are also mch more
frequent when several agents handle the business of the
assured,

Some of the mistakes which will be found in a

ceomprehensive audit may be of very great importance and others
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may be of very small consequence, lHowsever small a mistake

is, though, it should be called to the attention of the

prospect in the survey along with reccommendations as to how
it should be corrected, Throughout the survey the agent
mist remember that, in criticizing the present insurance and
lack of insurance, he is criticizing the prospect's judgment
and his friend, the man who has handled the insurance in the
vast. The criticisms must be presented in the most
diploﬁatic manner. °
| Checking the Rates

The rates used are probably subject to error more than
any other factor in the policy. In checking the rates it
is important to sce that the insurcd has been allowed all
credits due and that the credit allowed is the proper one.

The premiums must also be chaecked to see that they are
properly calculated, When dealing in fractions of cents
errors are frequently made and it is the job of the auditor
to find these mistakes when making the surveye.

The fire rule book is one of the most lmportant tools
the agent has, Wnen making a survey and when writing policies
he should check this manual to make sure of any point in the
policy which may affect the insurance, It is quite sasy to

skip this portion of the survey but the wise agent will
make doubly sure by checking any doubtful point with his

5-iforrow, Ralph ®,, Insurance Surveyvs, Indianapolis:
The Rough Notes Co., 1943 p. 58
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Mamal,
| | Checking the Ownership

.The‘provision in the policy which requires reporting
of all conditional holéingsior ownership in other then fee
simple.are very important and may seriously éffect the>
insurénce if they are overlooked., It is quite often thg
case that an audit will uncover an undisclosed mortgage 6r
will'disglose the fact that the buildings stand on leased
ground, It is errors such as these that the survey must bring
out since they may void the contract or have some other
equally eerious effect. |

Checkiﬁg the Exclusicns
- The policy does not cover for those things for which
1liability is not specifically assumed, IFor this reason the
agent muét check the exclusiqhs in the policies so that he
may afford the best éoverage. It is not unlikely that there
will be found some large values which are not covered on the
form as written and should be endorsed so thai the
necessary coverage is given the assured, !
Obtaining Rate Reductions
The purpose of the fire insurance survey is to

show the insured that the agent can give him the best possible

coverage and at the same time give savings in costs, This

G-I'bid.’ p. 59
V-Ibid" p. 73ff
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leads to the securing of lower rates., Ilany agents refuse
to do this since they are paid on a percentage of the
premium ch~rge., This is a very sericus mistake since it
leaves his clients open to the agent who is willing to pro-
vide this service.'8

The first thing the agent should do in attempting to
reduce the fire rates for an assured is to get a copy of the
rate makeup for the rating and inspection bureau for the
assured'!s property. In the schedule rating system the rate
is set on a basic rate with additions or penalties and .
reaductions or credits as the exposurecs and hazards merit., By
eliminating the penalties and increasing the credits the
agent can give his client considerable savings in the cost
of his fire insurance, It is veby seldom that the rating
bureaus will consent to reducing the basic rate., Before the
agent requests reduction of rates or reinspection by the
buresu he should, of course, be certain that the hazards or
exposures have not been Increased since the last inspection
or his efforts may result in an increased rate for the
insured.

In working out the methods to be used to reduce the
hazards so that the benefits of lower rates can be afforded the
assured, the agent should take every opportunity to call upon

the special services of the companies, The larger conmpanies

8-1bid., De 70
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maintain forces of men for the very purpose of fire prevention
engineering and are more than glad to assist the agents in
reducint the fire hazards of their clients, These men, who
are trained experts in this line and thonughly familiar with
the hazards which are considered in the rating structures,
usually can bring forth many suggestions which will make the '
assured safer from disasterous fire losses and at the
same secure direct savings in outlays fof insurance premiums.
The fact that the agent has these experts at his call, of
course, adds enhancement to his prestige as an insurance
ccunselor, o

Another method which will ehlp the agent reduce the;;;
prospects insurance costs is the intelligent use of the e
coinsurance clauses and the restrictive clauses, By using";
the coinsurance clause, the rate is redced materially andfﬂfi
by the use of such restrictive clanses as the Foundatioﬂé ” '
BExclusion, which excludee the foundations from coverage ;:ﬁZ' 
(they are very seldom subject to loss), the agent can |
reduce coinsurance requirements., These two, when properiy
used, give the assured the best possible insurance at a véi} f;@”;

9 L
mich more reasonable cost, ﬁf,gyﬁ;:

It is also possible for the assured to save money
by taking advantage of the savings offered by insuring on a %?xﬂ

three or five year basis on many types of policies, This
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also gives the agent a greater amount of control over
the account since a client is rather reluctant to cancel
when the insurance still has several years to run. When the
prenium for several years is a considerably large one and
the insured is reluctant to take this amount of money out .
of the husiness at one time, the agent should suggest the
variocur premium financing plans. Under these plans the
insured can finance the premiums through banks or some
financing companies and still achieve a very large part of
the savings offered by the longer term policles., |

Another reccommendation which will result in

considerable reduction in fire insurance rates is the

installation of automatic sprinkler systems, Thé

B

inatallation of such a system is naturally a costly venturg;ifr_
However, the manufacturers have developed finance plans, S

by which quite often the systems can be secured at a 9°5£u13?8
than the reduction 1n fire rates which result from their. P

installation, When this is the case if 1s reascnably easy for

the agent to persuade the prospect to install these firefg

prevention methods. | E
The mamufacturers of these automatic sprinklers are

more than anxiocus to assist the agent in bringing the R

({.

advantages of their system before the clients or prospects, e

gince it may mesult in increased sales for them, The éervicééff;i

which these mamufacturers offer have been developed to the .ug;f”.

point that they witl inspect the risk, make their
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reccommendationa as to the particular type of sustem to be
used, prepmre the planx and specifications, install the
system and see that an adequate water supply is available for
its efficient operation. The manufacturers work with the
agent in the stricteat of confidence and attempt to assist
him in every wayvto»gain control of not only the fire
insurance but also the othef lines of insurance, so, it is
to the agent's benefit for him to call upon them whenever
it will‘be mitually beneficial. 10

The methods of gaining insurance dredita wvhich

have héen glven are the most cormon methéds andvusually the
most effedtive; however, the varicus ways 1h which risks can
be improved to reduce hazards are inﬁumeiaﬁle. Some are
watchmen'’s clock systems, fire doors, fire 6&113, ventilating
for hazardous dust and particle eliminatinn, enclosing
elevator shafts, segregating hazabdous operations, etc.' There
are So many things wiich can be done that the agent should';t
call upon the service of the cempany fire prevention engiﬁéé#ék
whenever it should prove feasable, These sérVices are o
usually,farvmnre efficient than those which the agent, L
himself, is preparéd to offe4 and reduce the cost of makingf_f';j
the surveys to the agent.

AUDITING TIIE I,{ISC}H.JJA}IEW‘S COV"ERAGES

‘In auditing the miscellaneous fire coverages the agent -

10-1bld., p. €0 T.
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has a tremendous opportunity to sell new insurance protection
to his prospects, The variances in the hézards to be found
in different risks, gives the good agent a grand opportunity
to measure the needs for these little known forms of cover-
age which are needed and should be carried,

It is quite often found that there is overlapping
coverage in same particular field; it is also found that
they are sometimes carried when there 1s some other type of
insurance more important; it ié also found that the insurance
is far too small to offer any real protection from serious
loas, In the miscellaneous coverages the agent can greatly
ehhance his reputaticn.‘ Kany persons, who are not educated
in the insurance field, think that they are fﬁlly protected
when they have the more éommonly known types of insurance,

The careful insurance survey will reveal the needs for the

miscellaneous lines and give the opportunity to sell them,

The primary purpose of the insurance survey is to
outline for the insured a complete program of insurance

protection.' Bven though all the forms included are not

bought by the insurcd, they will leave a mark for the agent%::f

to shoot for on future calls and help to organize the sales

program to be used in the direction of that particular risk, . .

P

USZ & OCCUPANCY INSURANCE

This type of insurance offers the agent a tremendously i l 

important field of operation in his insurance survey work..ff:,«
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There it 1s not carried the survey can usually manage to.
convince the prospect of its importance, Where it is carried
it is often in a very oconfused state and will require con-
gsiderable effort to develop the correct coverage need and to
compare it with the coverage carried,

U & 0, to the novice, is one of the most confusing of
the fire insurance lines and yet it can be easily mastered
and the effort to that end will be well repaid in increased
earnings for the agent and satisfied policy holders, The
U & 0 policy, which has been described elsewhere, 1s one
ot the most important formsof coverage offered by the fire
insurance agent. The 1689@5 which result from the
enforced shut down due to damage of plants and buildings are
often mich greater than the actual loss from property drmage.
When making a survey, the agent should také full advantngeﬁbf
the coverage offered under this policy and impress upon the
prospect the fact that he is leaving uncovered possible hi§ 
largest exposure if this protection is neglected, ll W  e

One. of the most important things to check in auditin%vfz
the U & O policy is the particular type of form used. The"‘”
U & 0 forms arcs many and varied and quite often misunderstood,
even by those with much experience in the business, and it is

entirely possible that another form would suit the prospeét'a. ‘

1l-rFoster, OPe Citey Do 1041F
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situation mich more adequately,
Personal Surveys

In making personal surveys the agent nmst remember the
basic requirement that the account imust develép a sufficient
cormission for it to be a profitable venture, This however,
does not mean that the personal account alonéfneed develop
this commissions It is quite often a very géod moethod of
gaining control of large and important commer01al lines by
first nmaking personal surveys for tnosc who are in positions
of responsibility withln the concern. S v

The personal survey field has been one of the verJ
great dispute among tnose actually in the agency fleld. There
are those who claim that it is a very economlcal method’of
gaining control of personal accounts and there are those who
clainm that it ig for the most part too erpens:ve to use ercept
on large personal rlsLs or on those rlaks wnlch may devclop
comnissions and business from outside tao actual personal: ,T.
survey itself. ;:t”v' o ‘w"f; , :f: Cz ;?;ir

The general 66ncensus of opinion ia that the same e
effect of a personal surVey can be had by simply reccommanding
the necesgary coverage in personal 1nterv1ews for the small ‘
eccounts and that the survey is important in the larger ;”"”
accounts, OFf course, 1t is alwaysimportant where it witl give

the agent the reputation of teing an insurance export and

this reputation will help in bringing profitable accounts:;Q
12
under his control.

lz-liorrow’ _O_R‘ Cit.’ p. 196 ff
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Chapter XII
Special Services

In addition to the pfoduction force regularly
maintained in the field, it has become a practice anong
nost of the larger fire insurance companies to support a
special services department, This department is designed
to assist the special agents, state agents,and local agentsA
in the handling of the upusually large risks, *

The special services department of the typical
company ls based on a home office force which is made
up of specialists in partiocular classes of risks and
investigation and experimental forces, This home office -
department is a means of coordingting the efforts of thel“'}
fieldmen and of developing the new ideas which come out offgif
the field contact with the insuring public. e

The special services department supposts a numbertbf;x
production engineers in certain key-points throughout the\?ii

territory the company covers. These specialists are

I-liinor, C. D., Fire Insurance %xtension Course, New
York:; Royal-Liverpool Group 1938, Lecture 31 p. 43
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avallable to assist the agent and the ccmpany representatives
in connection with any large or complicated rating matters,
In addition to the rating problems these men, as thelr titles
. would imply, are in a position to give the insured thorough
and expert advice with respect to inside and outside pro-
tection, cutoffs, forms of coverage, and other items of a
like nature., To put it in brief, the special services
engineers are equipped to service a risk from top to the
bottom and to perform all the functions which the agent is not
equipped to perform. 2

In addition to this se vice in the actual handling
of the risks, the companies!. special services departments are

prepared to assist the agent in the analysis and preparation

of a complete insurance report on large and important

accounts, This service includes constructive suggestions

as to the insurance in force and other coverage needed, On
the unusually large accounts this service can be extended by the
fire companies to include the casualty insurance lines as well
so that tge agent con get the greatest benefits from a sin gle

contact,

While contacting and assisting the agents in his

2-1bid., p. 34
3-llorrow, op. cit. p. 82f
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territory the fiecldman occassionally is confronted with
umisual risks which involve a chemical or special hagzards of
a technical nature with which he is not familiar, To mest
such problems many coupanies have as a division of the special
services department a chemical hazards division, The engineers
of this department are able, in many cases to apply the
experience gained over the years to reduce considerably the
fire hagzard presented by such risks and to increase the
desirability of a type of risk which is generally considered
undesirable by the underwriting department.

These sprvices are particularly important when
dealing with explosion hazards coverage for some industrial
lines, Where the agent and the field man are in no poaition_
to judge the need for explosion coverage the speclalist ié?{
quite capable of judging the varicus hazards presented by;y{f
chemical processes, | L

When the agent or the fieldmon call in the producti;hlk
engineers of the company, they mist realize that the servi¢§ “
is very expensive for the company and_is very séldom met be 
the premium derived from a small risk, The companies supéorf;a
these special services engineers to help in the handling'of 
the unusual risks which are beyond the scope of the reguléf
field force, The agent should not hesitate to ask his

companies to provide him with the necessary assistance in?j<
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handling the large surveys but he and the special agent

should be able to handle the small and average schedules

and not expect the special service engineer to be called
-4
in on every occassicn,

4-Minor, ope. cit. Lecture 31, p. 35
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Chapter XIII
Trade Organizations

The insurance industry is one which requires |
¥nowledge and information on the part of individuals and“'
groupd and also a great deal of 1nd1vidua1‘and collective.;
experience, The need for the sharing and spreading of fﬁ
informatien, knowledge, and experience throughout the entire
insurance field has been long recognized by those actlvely engaged
in the business. The primary method of meeting the needs
of the industry has been through trad organiédtions of dné
form and another, | l' e

It has also been realized that insurance is essentially
& public service industry and that in order for the public :
t0 be best served there must be concerted action by the gy
companies in certain highly technical fields, This
necessity for concerted action is peculiar tb insurance and
is to be found in no other field of businesé. The open t

competition which was once belicved to be the 1life flood_qu
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all business has been found to be the source of numerous
discriminatory practices and the ultimate financial
instability of rates, strengthening of the companies by
eliminating cutethroat competitirn, resulted in the adoption
of higher standards of business conduct, better supervision
of the business, and‘tendedito eliminate unfair discrimination.l

Dr. Robert Riegel, in his thesis on Fire

Underwriters' Associations in the United States gave the

following classifications to such associations on the bggis
of (1) extent of territory in which they opér#ted, (2) E
funotions or objectives and (3) character and‘scope of“
membership, ‘

Classification of Associations

According tos
National

1. Jurisdictiohseseess esssessssSectional  Urban
| Localesescesvsccse ‘
Suburbgn
~ Technical and Tducatlonal

24 Functions.............‘......Regulation of agents and brokers

Rate maklng -

. l=-lowbray, A. H., Insurance, New York: McGraWbHill ,
Book Co., 1937 pe. 446 ff b
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occupation of Company representatives
Specinl Agents -
members Agents and Brokers
Ho distinction between
members

l.without qualificatiam
of voting power

Clagsi-

3. lembershipeeseses.Clamssification fied
. ‘ moember-

of members ship

2.with qualification
of voting power

Requirements Adherence to agreed
comnissions to agents

Adherence to stated
scale of brokers?
conpensation.2
‘ The local 35§99iat;993,953&11y have Jurisdiction
over a large city or‘the surrounding aubg;bag‘territory."
An example of this is the New York Fire Insurance 3=xchange and t
the Philadelphia Underwriters' Association, In each case the
assoclation named haa jurigdictiqn over the city proper but
there are also sﬁburban agsociations, There are also to be‘M
found insurance associaticns or clubs in the insurance centers
all over the country. Examples of this are the Pittsburg

Insurance Cludb and the newly formed Richmend Insurance Club,

Despite the limited territory covered by these associations

2«Huebner, S. Se.s Property Insurance, lew York:
D. Appleton-Century Co,, 1938 p. 348
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conservation work, The National Board of Fire Underwriters,
the National Fire Protection Association, and the National
Association of Insurance Agents are the primary national
agsoclations dealing with fire insurance'sdlély or
partially. s ;”

The membership in these asaociatiohg varles accord-
ing to the scope of the territory included and the purposes
of the organization, The National Boardlof Fire Underwriters
1s limited to capital stock companieé. With respect to the
sectional organizations the membership of companins is_§@
almost uniform, which results in harmoninus relations " ;
between the asa:ciations. Some of the aection11 organizations
1imit membership to special agents, others to conpany “'{_
representatives, such as the Fire Field Clubs. ‘Usuallyhfhéﬁ f

local exchanges are made up of officers ox local crmpanies, .

branch managers, state agents, apecial agents, general

agents, local agents, and brokers, . The funds necessary to

defray the expenses of the organization 13 usually assessed

upon the membership as dues, and in the case of company »

members, assessment is done on a basis of. premlum income.,;;:[
The services of the variocus technical and

educational associations may be summarized as. follows.

'le To educate the public t9,b9‘"435Pran°8 wise.“:xgk“?w
2. To reduce the expenses whiqh?woﬁidfof‘fallenxbn?;<3'

the insured, such as watching legislation and:

protesting unjust laws.

3. To compile statistics of the}insﬁnance busin@éé'

3-Ibid., p. 349 ff
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5.

6.

7.

8.
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and make constructive comparisons,

Inspected and criticized the fire protection of

~cities and particular risks,

Formilated building codes.

Introduced standard policies and endorsements.
Furnished consulting engineers to give advice in
constreetion and to assist in the formuilating of
ordinances and preparation of fire fighting
apparatué. ’

Teated and inspected devices ofkail kinds for the

prevention and fighting of fire.

The regulatory associations have also made’ their

contributions to the insurance industry and have proved.

their worth, Some of their‘contributions have been:

1,
24
3
4.
54

6.

They have prevented excessive commissions and.
eliminated rebates,

They have combined‘in cooperative adjustment
of fire ldsses for the4reducticn of loss /i kﬁ
expenses, ‘ |
They have standaédized policies and endorsemehfs{i “ 
They have established uniform ;ules for the :
writing of insurénce. _

They have reduced objectionable practices and

established codes of ethiecs,

Hutual assistance has enabled the underwriters

4-Reigel and liller, op. cite, P. 63
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to meet local and national emergencies,
7. They have been instrumental in preventing fire
losses and in increasing fire protection facilities,
In performing the functions for which, they werc set |
up, the various associations operate in many different wuys.
The National Board of Fire Underwriters is aimed primarily
at education and fire preventién., One of_the most oute- -
standing fedtures of its opefation is its town grading
system, In this they have gone into Wellipvgrjfive hundred
towns and cities of the United States and have inspected their
fire protection, the water supply, their.building codes,
their police department, etc, and have developed a nationw;de
system of grading them so that key. rates and underwriting
lines can be set, They have also done very much in the. way
of educating the public ‘along the ways, of fire prevention.: &f;
They also have published many educatlonal bulletins deaignéd
to help educate th ose -engaged . in tha insurance business.~f{*
After all, insurance is a business which requires con-.
tinous education, once a thing is.learned it must be
elaborated upon and not Just~put};§.a meptalvpidgeon
hole tovbe used when neceasary.A§;  I
The various local, state, regional and the Nationul

Association d Ineurance Agents hﬂve been instrumental in

s-zbid., P. 64
6"Ibid.’ p. 484 f

5
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the field of education and training, Particuierly, during
the last decade they have made tremendoue strides in the
direction of raising the general level of eduoation of
those employed in eelllng insurance and insurance service,

They have carried out their training programe in
several ways. They have been inetrumental in getting
insurance courses started in colleges and univereitiee in
their territories, even to the extent of providing members
of their group to ccnduct the clneeee and preparing courses
of atUdy. Vhere this hae nnt been poseible they have _ﬂ;
worked with loocal and etate educational authoritiea to f
rrovide the facilities scme other wey.l Another important
feature of theee educational programs has been the varioue.

l

conferences designed to assist and educate taose ectlvely
engaged in insurance.N‘They also publish oamphlete and newe%
letters designed to keep tne agents mnd fieldmen abreast
with:the latest developmente.av‘ e :
The National Asaooiation of 'Insurance Agents hns taken
the lead in this finld of education and training . Its '
efforts have beon directed at tne coordination of the_ipim
efforgs of the 1ocal and regional aesociations. In doing
this they have worked out very effeotive oourse programs T,,J
and class agendas for practioally all typee of property |

insurance.

Wore recently ths insurance associations have given
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considerable effort to devising the training pregrame
necessary to meet the standards of proficiency required by
Public Law 16 and Public Law 346 on Veteran education
and training, Working in conjunction With’tbeestate
education departments\the_NAIA ineurance‘e;eeeﬁpregrams have
been accepted as including the neﬁeeeuryfeetqree to
gualify as on the job training under these;iewe;ﬁ This has
made it possible for thnee young men, whd‘wieheeo come in to
the insurance business’ to gain the education so necessary
in this very competitive field under their G. I. righte
while they are learning the technicel functions of the business
by actually doing: the Job. fwj;!‘ Jj; e ;‘ ',z et

Host of the: objection to the various aeecclztinns hasy

been directed at their rate makihg activities. Thia has

resulted in some cases to anti-compact legislation with

specific legialaticn prohibiting thie function in eome'
states and the more recent Supreme Court decielcn in the'ef“

DFUA Case of 1944, which eteted that the 1nsurance industry

was interstate oommerce and that the ratemeking aotivrtiee
were in violation’ of the anti-turst legislatlon. fiﬁe‘gﬁ7;}h |
necessity for combined experience in rating and etandard ratee
has come to he more and more recognized however. The fact that
this was reelized is shown in P. L. 15 of the 79th Gongreee.fﬁﬁ
This law etated thats ou . o ER NS
1, Until anuarj 1, 1948, the Sherman Anti-trust Act,
The Clayton Act, the Pederal Trade Cqmmission Act,
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and the Robinson-~Patman Anitediscrimination Act
shall not apply to insurance exccpt with respect
to acts of “boycott, coercion, anc intimidation.,"
After January 1, 1948, the provisione of the laws
cited above would anply to insuranco only to

the extent that it is not rcgulated by state law,.

It would seen from this that 1t is the desire of
the Congress to allow the associations to continue
their rating practices where they are allowrd by
state law.( But the actual enforcpment of the
various laws as thoy zpply to 1nsurancc is merely
a mattpr of conJeoturc since thc Justice Department
has been very aazy in its statements s to its

e
policy along this line.a‘

T

7-Ibid.s B 67 Ta
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Chapter_KIV{

Conclusion
"It wos the best of times, it was the age of ,/
wisdom, it was the age of foolishness, it was the epock

of belief, it wns the epoch of incredulityv, 1t was the
season of Light, it was the season of Darkness, it was =~
the spring of hope, it was the winter of despair; we

had everything tefore us, we had nothing bvefore us; we']'ﬂ
were all going direct to heaven, we were all going direct
the other way.," . - ! .

11“ DickensccooTale Of TWO Cities

1

This quotation frm the beginning of the Tale “lfL 
of Two Cities, while used to describe another period of L

unrest and uncertainty and contnadiction, fits 1nto theifﬁe:
picture of conditions tOdly very aptly. It is true inl” :J.i
practically all industry and comnerce. Its application to Y
the fire insurance industry 19 even morp trye. Premium el;;j;

e

income for the companiee is, indeed, excellent, but the;;

earnings are equally poor. There ‘is Belief and dcubt,
hope and espair---in short, the wqole situation is a
1 G e DB

mass of confuslion.

1-Gallagher, Eugene B., The Insurance Larket, (A
apeech before the Virginia Association of: Insurance Agents,
Richmond, Va., December 5, 1947.)_\;;«1;
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?The most serious of the oonfuging factors in
the present situation is the difficulty in obtaining tne
necessary insurance to protect property owners from loss,
True, most everyone has been able to obtain sufficient
insurance protection for his home and personal property,
and most mercantile buildings and stocks, public
buildings, etc., have adequate insurance tut the agents
have had continually increasing difficulfy placing fire
insurance wusiness, The companies simply_ﬁo not have
the capacity to handle the volume of tusiness., It is a
knowh fact that there are millions of dollars of whiskey
values for which insurance protection is not available

Tﬁese conditions are no morefpleaganttto the
companies thah they are to the agents and their clients,
They are forced upon them by thé inflatcdivaluea of
property and stocks of goods, Fortwhile,théfvaluea
have been increasing, the insuranca'companies' reserves
have remanined the same or increased very slightly. The com~
panies simply do not have the capacity tp‘handle all the
good business being offered.themﬁanq eonseqﬁently rmst
decline to write some of it.

The present conditions in the fire insuranoe business ,
undesirable, though they are, are not insurmountable. The
cooperation and understanding offthé ageptss'the insuring

publiec, and the companies are necesséry buﬁ'the problem
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can be met.

The entire plcture of selling insurance under our
prosent system 1s based on the local agent. For most of
his olients, he is insurance., There is a great responaibil-
ity éo all those with whom he must deal, The study which
has been the basis of this thesis has denlt with the |
relatively normal conditions which have\éxisted in the past
and mgy be expocted in the future agaln, Either we will
revert to a level of economic activity closely approximating
those prior to world War II or we shall stabiliza on our

Presentlovel. In either case the iﬂsurance industry will 5

be in such a position that there will not be the buyer' ik
market which exists at present, This meana that tha problemﬁ‘
at hand is for everyone in the business to do his utmost e
to cooperate so that the present crisis may be successfully
met. It also means that the fundamontals of our American
insurance system must not be forbotten. l;* ‘ i‘{gﬁ”f' ‘;11{

t

In the days to cone it is practically a certainty f\

|
i

that the entire picture will again become stable as they (

have been considered throughout this paper.,,It is true,;
that there will be progress. Insurance is a dynamic;f_fa |
industry, But the fundamentals will remain the aame.oﬁg’f i;nﬁ“'Q

A business built on friendship, political oonnoctions,,“

4

or the like can be easily dissapated by a change in Li“n" [;ﬁf'

————
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the ecﬁnomic system, But a business built on knowledge
and confidence of customers in that knowledge will survive
under one form or another as long as insurance is written,
The tulk of insurance---~whether handled by agents, brokeis, .
compény solicitors, or mutual representatives---will be

handled by the men who know the most about their business.‘ 
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VITA

I, Charles Allen Levey, was born in Louisville,
Kentucky, on June 11, 1927, I was the first of four
children, having three ycunger sisters, The two ycungest :

‘are now respectively a sophomore and junior at Thomas
Jefferson ligh School in Richmong Virginia. Uy oldest
‘sister is now an Honor student at lary Washihgtgn College of
the University of Virginia, - |

iy mother, before her marriage was Alma Snellen of :&’
Louisville,Kentucky, My father is Harry Helaon Levey from &

Pensacola, Florlda, He was graduated from Georgia Sohool of.‘ -

Technology in 1922 and became lanager of the Surety Bond

Department of the Louisville, hentucky Branch Office for
the Aetna Casualty and Surety Company, " l ‘H B

,In 1929, my father became ilnnager of tha‘Greeanorb,’A
North Carolina Branch Office for the National Surety  fsz;;,
Company. It was in Greemsboro that I entered school ét the Wﬁ
Lindley Elementary School in 1933, I attended there through ?
the second graé when in 1935 my father was again transferred;
ghis time to Richmond, Virginia as Manager of the Virginias?
North Carolina Branch Office of the ﬂational Surety | B
COrpor&ticn. -

In Richmond, I attended Wésthampton School fronm the W

third grade through my Junior Year of nigh school- While

'1 L




at Westhampton High Sohool I was a member of the Student
Government and Sports Editor of the school paper, "The
Diplomat.® I was elected a member of the "Chart Cludb," a
local hpnbr society and "Quill and Scroll®™ the international
high school journalism honor scciety.

In my senior year, Westhampton High School was
diascontimied and the students were transferred to Thonas
Jefferson High School, Ilere I was Sports Vditor of
the annual, "The chticpllo" and also active in Student
Government. I graduated from Thomas Jefferson on June 10,
1944, in the upper third of my olass, o

During this time I was a member of Boy Scout Troop v :

#18 and reached the rank of Tagle with six Palms. For three , i
years I served in various positiona as a COunsellor at "f"4” ;
Camp Shawondassee, the Richmond Area Sccut Camp. ' At'“;” ‘
present I am again associated with Troop #18.“ This time in
the capacity of Assistant Sccutmastar.‘l .'7 ‘1

On June 12, 1944, I enlisted in the United States
Naval Reserve., I was assigned to duty at the Hampden- o
Bydney College Navy V-12 Unit, on July 1, 1944. At
Hampden«Sydney we were all under tne prescribnd aurrﬂculum : f '
as set up by the Navy. | ’wi ‘; . ‘,‘ | :

on July 1, 1945, I was tré.ﬁzéfé'r#e&: t:o'v':the United
States ¥Navy Reserve Officers! Tralning Corpa at Princeton
University. At Princeton we were allowed to determine

cur own schedule so long as we 1ncluded the required numbeyr



of hours of Naval Science subject., With this opportunity,
I began my major in Economics while still in service.

On June 15, 1946, the NROTC Unit at Princeton
was put on a peacetime status and I received my honorable
discharge from the Personnel'Separation Center at Shelton,
Virginia, on June 20, 1946, The two years which I had spent
in the Wavy College Training Program hud given me six semesters
of college credit., - |

On September 27, 1946, I returned to Princeton as a
senior under the G. I, Bill, I was graduated from Princeton
University with HonoreVinfEcpnomlcs in Iune, 1947, and was
commissioned an ensign in'the ﬂaVai Reeerve;? Wﬁilefa |
student at Princeton, I was a member of Colonial Club, Aﬂf "
social and eating olub, and first manager of freshman Crew,
In my senior year I was head mmnager of crew.. o

Since July, 1947 I have been attending ihe Graduate
School of the Univer31ty of Ridhmond to satiefy the
requirements for the Degree of Master of Science in
Business Administratlon. ky'field of concentration hae been
Property Insurance. In conJunction with, my work in this
field of concentration I haVe worked since October 15, 1947 f: '
ag% a Fire Insurance Underwriter for the Virginia Fire and larine
InauranoeACOmpany. The experience wnich I hmve gained on the
Job has beon of considerable Value in the preparation of
this thesis and in the determination of my future career

in the insurance industry. Coa
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PENDIX
. STAIDARD POLICY .
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IRE2CIMIEN COpPy Figaz 0
¢ - - - > _ A CAPITAL STOCK COMPANY
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Renewal of

» PERIL(S) AMOUNT RATE PREMIUM
Fire and Lightning . . . . . . . . . . . $ $
- Extended Coverage (when endorsement attached) $
i Windstorm and Hail (when endorsement attached) . . § $
! $

F |
i ADDITIONAL COVERAGES (WHEN ENDORSEMENT ATTACHED)

TOTAL PREMIUM $ _

No insurance attaches in connection with the above listed Perils unless specific “‘Premium” therefor is specified in the
face of this policy (or in endorsements attached hereto).

. In Consideration of the Provisions and Stipulations herein or added hereto

andof_ - - - - the above stated - - - -  Dollars Premium

' this Company, for the term ) from the day of ., 19 { at noon, Standard Time, at
 of
toanamount not exceeding, Wi th respect toeachperil, the amount specified above inpgllars,

to the day of , 19 | location of property involved,

does insure

and legal representatives, to the extent of the actual cash value of the property at the time of loss, but not exceeding the
i amount which it would cost to repair or replace the property with material of like kind and quality within a reasonable
! time after such loss, without allowance for any increased cost of repair or reconstruction by reason of any ordinance or law
' regulating construction or repair, and without compensation for loss resulting from interruption of business or manufac-
¢ ture, nor in any event for more than the interest of the insured, against all DIRECT LOSS BY FIRE, LIGHTNING
i AND BY REMOVAL FROM PREMISES ENDANGERED BY THE PERILS INSURED AGAINST IN THIS
. POLICY, EXCEPT AS HEREINAFTER PROVIDED, to the property described hereinafter while located or con-
&\ tained as described in this policy, or pro rata for five days at each proper place to which any of the property shall neces-
! sarily be removed for preservation from the perils insured against in this policy, but not elsewhere.

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

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

In Hﬁtrwzz MWherenf, this Company has executed and attested these presents; but this policy shall not be valid

i unless countersigned by the duly authorized Agent of this Company at

Secrelary President

Countersigned this day of. 19

AGENT.




HOMIE OFFICE

No. 1015 E. Main Street
RICHMOND, VA.
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Standard Fire Insurance Policy of the States of
North Carolina Virginia

" West Virginia

Expires
Property
Amount $
(PERIL COVERED)
Amount $
(PERIL COVERED)
Amount $.

(PERIL COVERED)

Total Premium . . ., . . $§

Assured ,,

SEE INSIDE OF POLICY FOR PERILS COVERED

SPERIMEN.COPY

It is_important that the written portions of all

policies covering the same property read exactly

alike. If they do not, they should be made uni-
form at once.
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DAILY REPORT
. M * . Register
Virginia Fire & Marine
Mercantile
Insurance Company creantile
Rencwal of RICHMOND, VA. Survey.
CLASSIFICATION COMM.
Policy Net
No.
; Risk Net
| 7
Approved
g
Map Vol. - Page Block Mapped Carded o
PERIL(S) AMOUNT RATE PREMIUM
FireandLightning e e e e e e $
| Extended Coverage (when endorsement attached) .o

Windstorm and Hail (when endorsement attached) . . §

& PP
'

ADDITIONAL COVERAGES (WHEN ENDORSEMENT ATTACHED)

TOTAL PREMIUM $

! No insurance attaches in connection with the above listed Perils unless specific “Premium’’ therefor is specified in the
| face of this policy (or in endorsements attached hereto).

In Consideration of the Provisions and Stipulations herein or added hereto

landof _- - - - the above stated - - - - Dollars Premium

this Company, for the term ) fromthe_____ day of , 19 at noon, Standard Time, at
{ of to the day of , 19

| toanamount not exceeding, With respect to ea.ch’peril, the amount specified above inpglars,

location of property involved,

! does insure

EXACT COPY OF FORM ON POLICY

i Report Mailed 19 Agent

KINDLY GIVE INFORMATION REQUESTED ON BACK OF DAILY REPORT




REINSURANCE RECORD '

DATE
REINS. COMPANY REINS. REINS.
DATE . REINS. AMOUNT RETURN REINS. ORDERED
EFFECTIVE | POL. NO. OR ITEM | CLASS NUMBER | AMT. REINS.| PREMIUM | canceiten | premrom | ORtGINALFREM:] BY
CESSION NO. NAME

IF THIS POLICY COVERS UNPROTECTED PROPERTY, PLEASE ANSWER THESE QUESTIONS CAREFULLY

1. Have you personally inspected this risk recently?

2. Is the property in good condition?

3. Estimated cash value of item No. 1 __. No. 2 No. 3 No. 4
4. Total insurance item No. 1 No. 2. No. 3. No. 4

5. Is there any non-standard flue in building?

6. If so, what kind? Is it safely arranged?

7. Has owner of building or occupant ever had loss by fire? If so, give details

8.

Do you recommend risk physically and morally?
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DWELLING AITD CONTZEHTS FORM

(Protected Arca)



DWELLING AND CONTENTS
(Ist, 2nd or 3rd Class)
(For Fire or Fire With Extended Coverage)

| Form 131—Virginia
 Edition November, 1946)

Amchcd to and forming parc of Policy No. of the

Insurance Company, of

f Issued at its. s Va. Agency. , Agent,
, This policy covers the following described property,

/-
Ll situated HERE GIVE STREET NUMBER, OR LOT OR BLOCK NUMBER AND CITY OR TOWN
eeeeeteameeerme ke A AR £ 434 8415 1 3444122 1484884441144 R8RSR R e 1 , State of VIRGINIA.
1§ ON the HERE GIVE NUMBER OF STORIES, CONSTRUCTION AND ROOF COVERING™™ " imswmsseesssimsersasscecs roof building occupicd

OWNER OR TENANT as NUMBER family dwelling, including building equipment and fix-

tures and outdoor cquipment pertaining to the service of the premises (if the property of the owner of the dwelling), while located
on the above described premises, but not trees, shrubs, plants or lawns.

The Insured may apply up to ten per cent (109}) of the amount specified for Item 1 to cover private structures appertaining to
the above described premises and located thercon but not structures used for mercantile, manufacturing or farming purposes. t

The Insured may apply up to ten per cent (109, of the amount specified for Item 1 to cover rental value as defined in Item 5,
but not exceeding one-twelfth (1/12) of said ten per cent (109 for each month the above described dwelling or appurtenant private
structures (except those used for mercantile, manufacturing or farming purposes) or parts thereof arc untcn:mtablz:.#7

2. $..ooeeeeeeeeeermreerenneeni ON houschold and personal property usual or incidental to the occupancy of the premises as 2 dwelling (except aircraft, motor
‘ vehicles and boats other than rowboats and canoes), including houschold and personal property purchased under an installment

lan and usual or incidental to a dwelling, belonging to the Insured or for which the Insured may be liable or, at the option of the
Fnsurcd belonging to a member of the family of the Insured or to a scrvant thereof, while contained in the above described dwelling
or appurtenant private structures or while on the above described premises.

The Insured may apply up to ten per cent (10%) of the amount specified for Item 2 to cover property described therein and
insured thereby (except rowboats, canocs, animals and pets) belonging to the Insured or any member of the family of, and residing
with the Insured, while elsewhere than on the described premises Eut within the limits of that part of Continental North America
included within the United States of America, Alaska, the Dominion of Canada and Newfoundland; however, it is warranted by
‘t)hcllnsurcd that such extension of this insurance shall in no wise inure directly or indirectly to the benefit of any carrier or other

ailee.

The Insured (if not the owner of the described premises) may apply up to ten per cent (1095) of the amount specified for Item 2
to cover improvements, alterations or additions to the above dcscrigcd dwelling and private structures appertaining thereto (except
thosce used for mercantile, manufacturing or farming purposes).

Loss, if any, under Item 2 shall be adjusted with the Insured specifically named and shall be payable to him unless other payee
is specifically named hereunder.

= e i
(¥
b5

ON DESCRIBE
‘ : -
b 4. $ ON DESCRIBE
*5e $erreeerrereeeeereceereenON the rental value (as hereinafter defined) of dwelling and appurtenant private structures (except those used for mercantile, manu-

‘ facturing or farming purposes) or parts therecof described in Item 1. The term “‘rental value™ shall mean the fair rental value of the
‘ dwelling or appurtenant private structares (except those used for mercantile, manufacturing or farming purposes) whether rented or
‘N e IOT for the Pcrlod of time l’chide with the exercise of due diligence and dispztch to restore the same to a tenantable condition, less
; TOTAL such charges and expenses as do not continue.

| *Insurance attaches hereunder only to those items for which an amount is shown in the space provided therefor and not
| exceeding said amount under such item.
| {It is a condition of this insurance that in the event the Insured elects to apply the 109 optional provisions of Items 1 or 2,
 this Company shall not be liable for a greater proportion of any loss than would have been the case if similar election were
made under optional provisions of all policies covering the same property.

Extended Coverage (Perils of Windstorm, Hail, Explosion, Riot, Riot Attending a Strike, Civil Commotion, Aircraft, Smoke,
ehicles, Except as Hereinafter Provided): Coverage against the perils indicated in the above caption in accordance with and subject to all the
terms and conditions of the Extended Coverage appearing on the reverse side of this form will become effective only in consideration of an additional premium

oext specifically inserted herein.  Additional Premium, $.eerrrreee
Unearned Premium Clause appearing on the reverse side of this form will become effective, subject to its provisions, in consideration of an

additional premium next specifically inserted herein.  Additional Premium, $

;

V' Mortgagee Clause—Loss, if any on building items, shall be payable to: (1)

/2)
\& ..o
s interest may appear, subject to provisions of the mortgagee clause appearing on the reverse side of this form,

Automatic Reinstatement Clause—The amount of insurance hereunder involved in a loss payment of not more than Two Hundred Fifty
Dollars ($250) for this policy shall be automatically reinstated.

Permission Granted—(a) For other insurance; (b) for such use of premises as is usual or incidental to the described occupancy; () to be unoccupied
or vacant without limit of time; and, (d) to make altcrations, additions and repairs and to complete structures in course of construction, and this policy
j (50 far as it applies to building) covers all lumber and materials on the premises or adjacent thereto,

§ . Electrical Apparatus Clause—If clectrical appliances or devices (including wiring) arc covered under this policy, this Company shall not be liable
for any clectrical injury or disturbance to the said electrical appliances or devices (including wiring) caused by electrical currencs artificially generated unless
re ensues, and if fire does ensue this Company shall be liable only for its proportion of loss caused by such cnsuing fire.

. Inherent Explosion Clause—This policy shall cover direct loss to the property covered caused by explosion oceurring in the above described
welling or a}:purtcnant private structures or in any structure containing property covered hercunder from hazards inherent thercin, but this Company shall
B0t be liable for loss by explosion originating within steam boilers, steam pipes, steam turbines, stcam engines, fly-wheels,

(Virginia—131—Nov., 1946) (CONTINUED ON THE BACK HEREOF)
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APPENDIX "D®

MFERCANTILE FORII
(PROTSECTTD ARTA)



f Form 115—Virginia MERCANTILE FORM
Edition July, 19 16) . Co-Insurance Contract

Ef sttached to and forming part of Policy No .of the

Iy

............... Insurance Company, of.

Issued at its , Ya. Agency.

Building Location and Description:

................................................... : - et e e ey State of Virginia.

N liner
HERE GIVE NUMBER OF STORIES, CONSTRUCTION AND ROOF COVERING 7 mmmmsmmmmerrmmesesrmemmmeesee roof bl“ldlnk.

R T S, On the above described bUilding OCCUPICA B8 Bieeon..oon. oo e oo e ,
including stationary building service equipment and detachable parts thereof; also, up to 195 of the amount of this
item on personal property and materials belonging to the Insurcd (and not otherwise covered) pertaining solely to
the service of the building, all while contained therein or while contained in buildings located on the desecribed
premises, except as otherwise excluded.

| *2. 8 On all contents usual or incidental to the business of. , (except
motor vehicles, boats and aircraft); the property of the Insured or for which the Insured is liable while contained in
the described building or while located within 100 feet thercof whether in the open or in vehiceles, including building
improvements (if the Insured is not the owner of the building and the improvements are not insured jointly with
others), except as otherwise excluded.

i *3. $ On furniture, fixtures, equipment and supplies (except motor vehicles, boats and aireraft), while contained in the
‘ above described building, or while located within 100 fcet thereof whether in the open or in vehieles, including
building improvements (if the Insured is not the owner of the building and the improvements are not insured jointly
: with others), except as otherwise excluded.

JERET ) On stock of merchandise usual or incidental to the busincss of.. ,
] the property of the Insured or for which the Insured is liable while contained in the described building or while
located within 100 feet thereof whether in the open or in vehicles, except as otherwise excluded.

5. % On

DESCRIBE
6. $ O et se et e ees e esmsesnseenmmae e eeeeemeeetsememaseeseemeseamme et e eees e eeemeeesmeemernmseen e rens
. . . . DESCRIBE . .
*Insurance attaches only to those items for which an amount is shown in the space provided therefor and not exceeding said amount.
Foundation Exclusion Clause (Does........................ apply)—It is stipulated that brick, stone or concrete foundations, piers or other supports,

which are below the under surface of the lowest floor of basement (or basecments), or where there is no basement, which are below the
surface of the ground for the within described buildings and machinery, and also cost of all excavations of whatever nature, are not included
in this insurance, and in no event will be taken as a part of the valuation of the buildings for the purpose of arriving at the Insured’s con-
tributory proportion in the application of the Co-Insurance Clause.

The foundations and cost of excavations above described being exempted from the application of the Co-Insuranee Clause of this policy,
and not being covered by this insurance, it is expressly stipulated that in the event of loss, if the insurance company should cleet to rebuild,
and it should be found necessary on account of statutory or othier cause to replace said foundations or restore said excavations, in wholc
or in part, the cost of doing so shall be at the expense of the Insured.

Extended Coverage (Perils of Windstorm, Hail, Explosion, Riot, Riot Attending a Strike, Civil Commotion, Aircraft, Vehicles, Smoke,
Except as Hereinafter Provided) : Coverage against the perils indicated in the above caption in accordance with and subjeet to all the terms
and conditions of the Extended Coverage appearing on the reverse side of this form will become effective only in consideration of an

additional premium next specifically inserted herein. Additional Premium, $....................
Unearned Premium Clause appearing on the reverse side of this form will become effective, subject to its provisions, in consideration

of an additional premium next specifically inserted herein. Additional Premium, $............ocooco......

Fire Protection Clause (Does..oorrrrvcocceee. apply)—1In consideration of the rate at which this policy is written it is stipulated that the Insured shall
exercise due diligence in maintaining in complete working order all equipment and services, install:r.rfor the detection, prevention and extinguishment of
fire in the property covered by this policy and under the control of the Insured. It is further stipulated that no change shalrbc made in any sprinkler system,
| its water or chemical supplies, or any watchman service without the approval in writing of this Company, cither direct or through the Rating Burcau
¢ having jurisdiction. '

Co-Insurance Rider—The rate on the property herein described, without a co-insurance clause, 18 25, % higher than the
rate at which this policy is written; and in consideration of the lower rate being used, the 75 9% co-insurance clausc is attached
to and made a part of this policy.

Co-Insurance Clause—In consideration of the reduced rate and (or) form under which this policy is written, it is expressly stipulated
and made a condition of this contract that in the event of loss this Company shall be liable for no greater proportion thercof than the

amount hereby insured bears to seventy-five per cent of the aetual cash valuc of the property described herein
at the time when such loss shall happen, nor for more than the proportion which this policy bears to the total insurance thercon.

In the event that the aggregate claim for any loss is both less than ten thousand dollars ($10,000.00) and less than five per eent (5%)
of the total amount of insurance upon the property described herein at the time such loss occurs, no special inventory or appraisement of
the undamaged property shall be required.

If this policy be divided into two or more items, the foregoing shall apply to each item scparately.

Mortgagee Clause—Loss, if any on building items, shall be payable to

as interest may appear, subject to provisions of the Mortgagee Clause appearing on the reverse side of this form. !

Automatic Reinstatement Clause—The amount of insurance hereunder involved in a loss payment of not more than One Hundred Dollars
(3100) for this policy shall be automatically reinstated.

q Wl())rg and Materials Clause—Permission granted for such use of the premises as is usual and incidental to the occupancy as herein
escribed.

Vacancy or Unoccupancy Permit—Unless otherwise provided in writing added hercto this Company shall not be liable for loss occurring
while a described building, whether intended for occupancy by owner or tenant, is vacant or unoccupied beyond a period of ninety (90)
consecutive days, which permitted period includes the sixty consecutive days allowed in printed conditions of this policy.

Electrical Apparatus Clause—If electrical appliances or devices (including wiring) are covered under this policy, this Company shall
not be liable for any electrical injury or disturbance to the said electrical appliances or devices (including wiring) caused by electrical
currents artificially generated unless fire ensues, and if fire does ensue this Company shall be liable only for its proportion of loss caused
Yy such ensuing fire.

THE PROVISIONS PRINTED ON THE BACK OF THIS FORM ARE HEREBY REFERRED TO AND MADE A PART HEREOF
UNLESS INDICATED TO THE CONTRARY. (CONTINUED—OVER) (Virginia—Form No. 115—July, 1946)
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f is though such new location or building had been that originally describe

‘!;grrp No. 276V REMOVAL PERMIT
inia
(lire%ised 8-37)

L 19

NAE OF ASSUICA e et areeeeeeee s eees e s asss e s 45 £SR30 404 44 £k S 4444444205155 £ e 1 111115t e n e reeern
Date of Policy. Expiration.. _ e AMOUNT $.eroeeeee e
Permission is hereby granted during the period of ten (lQ) days from datc hcx;cof, 0 ‘rcmévc the property insured under this policy from

’ No. on Qtrgct, to‘ thc : . : ‘<’mry,_'... SNSPORNNE 1)1 I 117
with . roof, while occupied by L ' e B e Situated

{ No on the side of. : e i *Jtrcét,i Block No....... .......

During such removal this policy shall attach in cach location in such prbportipn as the value of the proFcrty insured in cach location bears to the ag-
gregate value in both locations. After the expiration of said ten (10) days (or prior thereto, if the removal shall have been completed), this policy shall
attach in the new location only. PR BT o KR .

The Warranty as to brick-on-edge, tile, cement or metal flue aftiél}éd to this ‘polit':);,"an.d ‘all other warranties and covenants therein referring to the
building described therein, shall apply in like manner to the new buildmg or location to which the property thereby insured is permitted to be removed,

in said policy.: -

Rate of old location i pcrccnt, $.. returned to assured.
Rate of new location per S T S collected from assured. .
Attached to and forming a part of Policy No | ﬁ nF the....
g of . issued at its e A geNCY,
, Agent.

Note—Agents will sign and paste one on Policy, one on Daily Report, and one on Register.
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form No. 278 P i
("irgiﬁjiz .+ UNOCCUPANCY PERMIT—Other Than Seasonal Risks
1-34 ;
Permission is hereby granted for the buil'diﬁg described in this policy to be unoccupied for a period of. . , from
the. day of T 19. , to the day of. , 19

it noon, on the express condition and warranted by the insured that such period does not extend the unoccupancy beyond 2 period of ten consccutive months.

It is understood and agreed that the building will be under the supervision and care of some competent person, that the household furniture will remain
in the building during the time of unoccupancy, and that if the unoccupancy exceeds such period or if such period extends the unoccupancy beyond a period
of ten consecutive months from its inception, permission for same must be specifically endorsed hereon, otherwise this entire policy shall be null and void.
It is made a condition of this insurance that due diligence will be used to keep the premises properly closed and secured to prevent trespassing or the entrance
of unauthorized persons during the term of unoccupancy.

3

Attached to and forming a part of PSlicy No of the

of

ssued at its - _Agency.

Agent.
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BINDER—Advisory : -

Imurahcé ’COt'n‘P.ﬁﬁ;'v,; Of‘

In compliance with the application of the insured named herem :md pendmg the xssu:mce of Pohcy, the

“does hereby agree to hold bound for a. term not L\CL‘CdIllL thirty (30) days from
(Name of Insurance Company) ) _ ) s . -

, 19 . at noon, to the : day oi ‘
it [ y‘ v ! k;

1S — . at noon, against loss or damage by : RIS : for an amount not excecding
' (Insert Covernge) : ;

dollars, to the following descrxbed property of

, while located and con-

‘Cxty of . ; . State of

It is a condition of this agreement that if, for any reason, the said Company should decline to. issuc a policy in licu hereof,
ithen the liability of said Company under this binder ;shall terminate at twelve o'clock noon of the next I)usmcss day after thc risk
iis declined by notice to the insured or to the reprcsentatlve of the insured placing the risk.

i It is also a condition of this agreement that-liability hereunder shall terminate with the issuance of the policy and in no cvent
'shall continue for a longer period than thirty (30) days from the date hereof.

. All terms and condmons of the policy " regularly issued by, the Company in the state where the propcrty is lncated, which are not
\inconsistent with the provisions of this binder, are made a part hercof to the same extent as if fully set forth herein_and in the
ment of loss before the expiration of thls bmder the ‘premium due herein shall be fixed at the full annual premium for the sum
{covered.

In consideration of the Company assummg llablllty under thls temporary contract of msurancc, pending such mvcstxgatmn as
it may wish to make in respect of the risk, the assured by the acceptance of this contract waives any rights he may have in the matter
.of cancellation and termination of llablllty inconsistent with the “provision of this binder and aqrccs that such cancellation or termi-
natlon of liability may be had as provxded m thxs coutract .

Dated .at - dvay of e . , 19
Agent
Attached to and made part of Policy No‘;’ et . of the .. |
Insurance Company of | issued at its SO : - Agency
) ; Agent

Note—Agents will sign and paste one on ?o!iéy, one on Daily: Report, band one on Register.’

N
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Form 144.F

T BUSINESS INTERRUPTION INSURANCE
(USE AND OCCUPANCY.) (Rev. 7-43)
Weekly Form for Mercantile or olgo;ig:‘f:éigméinrgi?é:‘ks Having Seasonal Operations
Attached to and forming a part of Policy No of the Insurance
‘1 Company of ; issued at its Va., Agency.
Amount $

1. The conditions of this contract are that if the building(s) or structure(s) situate

eememana st

and occupied as . - - . . '
or machinery or equipment contained therein (for stock see Section 7) be déstroyed or damaged by fire occurring during the term

of this policy so as to necessitate a total or partial suspension of business, this Company shall be liable under this policy, subject to
the following conditions and limitations, for the ACTUAL LOSS SUSTAINED for not exceeding twelve* months from the date
of loss nor such length of time as would be required with the exercise of due diligence and dispatch to rebuild, repair or replace
such part of the above described property as has been destroyed or damaged, whichever length of time is the shorter, commencing
with the date of loss and not limited by the date of expiration of this policy, to wit:

-1, Net profit which is thereby prevented from being earned;

II. Such charges and other expenses, including salaries of officers, executives, department managers, employees under
contract and other important employees, as must necessarily continue during a total or partial suspension of busi-
ness, to the extent only that such charges and expenses would have been earned had no fire occurred.

2. Expense to Reduce Loss—This policy also covers such expenses as are necessarily incurred for the purpose of reducing
any loss under this policy (except expense incurred to extinguish the fire), not exceeding, however, the amount by which the loss
under this policy is thereby reduced. ; .

3. Pro Rata Clause—The amount for which this policy is issued applies pro rata to each of the following weekly amounts
in the proportion that the amount of this policy bears to the sum of the amounts determined by multiplying each weekly amount by
the respective number of weeks during which 1t applies.

4. Total Suspension Clause—The liability per week under Items I and II of this policy during the time of total suspension
of business of all of the properties described herein shall be limited to the actual loss sustained, not exceeding this Company’s pro rata
part of the amount designated for each week of the respective periods defined in the following table and during no other time.

FOR EACH WEEK (MONTH-DAY) .~ =~ (MONTH-DAY) PER WEEK

from to the ’follv‘QWing ‘ : (incl) §$

LTI TR TR “

[ U TS “

E R T “

“ : L T B ] I
IR

5. Partial Suspension Clause—The liability per week of this Company under Items I and II of this policy during the time of
a partial suspension of business shall be limited to the actual loss sustained by the insured, not exceeding that proportion of this
Company’s maximum liability per week, as provided by the preceding section, which the actual loss per week sustained by the in-
sured under said items during the time of such'partial suspension bears to the loss per week which would have been sustained by the
insured under said items during a total suspension of business, for the same time, of all the properties described herein,

6. Experience of the Business—In determining the actual loss sustained, covered under this policy, or the loss per week

which would have been sustained by the insured by the total suspension of business, due consideration shall be given to the ex-
perience of the business before the date of loss and the probable experience thereafter.
i 7. Stock—If the insured’s stock while in the above described building(s) or structure(s) or in the open on the premises
iabove described is damaged or destroyed during the term of this policy by fire so as to necessitate a total or partial suspension of
business, this Company shall be liable, subject to all the conditions and limitations of this insurance for loss during such time, if any,
in addition to the time during which this Company is.liable under the provisions of section 1 of this form, as would then be required
with the exercise of due diligence and dispatch to replace or restore said damaged or destroyed stock to the same condition in which
i1t stood at the date of loss except that such additional time shall in no event exceed thirty* consecutive days.

8. Resumption of Operations—If the insured, by resumption of complete or partial operation of the property herein described
or by making use of other property, equipment or supplies, could reduce the loss hereunder, such reduction shall be taken into ac-
count in arriving at the amount of loss hereunder. .

THE CONDITIONS AND PROVISIONS PRINTED ON THE BACK OF THIS FORM ARE HEREBY REFERRED
TO AND MADE A PART HEREOF. . '

Agent.

CONTINUED—OVER

TO AGENTS—Other clanses to be added when' required.
i *The twelve-month limit of the period of liability in section 1 and the thirty-day limit in section 7 may be increased by en-
{dorsement. . . . i

St Y
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APPTIIDIX, "I

RENTS FORM




Virginia : RENTS , Form No. 55AB
Whether Rented or Vacant—Based on Time to Rebuild. (New 5-43)
3 On the rental.value of the story ; building, with
roof, occupied for purposes, situated at No.
Street, Avenue, side, in , Virginia,

The term rental value, wherever used in this contract, shall mean the determined rental less such charges and expenses as do not
Eecessanly continue,

It is hereby provided that if said premises or any part thereof, whether rented at the time or not, shall be rendered untenantable
y fire or lightning occurring during the continuance of this policy, this company shall thereupon become liable for the rental value
‘of such untenantable portions. . Loss to be computed from the date of fire or damage by lightning, until such time as the building
‘could, witlh reasonable diligence and dispatch, be rendered again tenantable, although the period may extend beyond the termination
of this policy.

If the insured occupies any portion of said building, a fair rental value of the portion so occupied shall be considered as a part
of the rental value insured.

In event of a disagreement as to the time required to restore the premises to the same tenantable condition as before the fire or
damage by lightning, or as to the rental value of premises occupied by the insured, the same shall be determined by appraisement or
reference in the manner provided in the printed conditions of this policy.

Co-Insurance Rider—The rate on the property herein described, without a co-insurance clause, is 100% higher than the rate at
iwhich the policy is written; and in consideration of the lower rate being used, the 100% co-insurance clause is attached to and made
2 part of this policy.

In consideration of the reduced rate at which this policy is written, it is agreed that this company shall not be liable, under this
policy, for a greater proportion of any loss that may occur than the sum hereby insured bears to the rental value of the whole of
said premises for the time that would, with reasonable diligence and dispatch, be required to rebuild and restore the same to a ten-
antable condition, if totally destroyed. Total liability under this policy for any loss shall not exceed the sum insured by this policy,
mor this company’s pro rata proportion of all insurance on rental value, whether other insurance covers against loss caused by light-
ning or not. -

Other insurance permitted without notice until required.

Attached to and made a part of Policy No of the Insurance
Company of issued at its Va., Agency .
Date.. , 19.... Agent
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COMMERCIAL RISK ANALYSIS

Preliminary to Survey
Covering Property and Activities of

........................................................................................

........................................................................................

........................................................................................
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 SUPPLEMENTAL NOTES
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.................................................................................................................
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GENERAL

FRACE NAITLC. ..o
Business Address.......c.cooooiei e e,
Corpofationb ( ) Names of Officers or Partners and Titles:

Partnership ()
TRAIVIAUAL () oot

| Names of any other persons in any way interested in the business or property such as (1) Assignees

or Receivers; (2) Executors, Administrators, Trustees in a Fiduciary Capacity; (3) Trustees or

Members of Board of Governors OF TS TLEUTIONS .. vttt

Is your firm owned or cONtrolled By @MOTREr?. ..o
When incorpbrated? ......................................................................................................................................................

Kind of Business and PLOQUCES e oeeooeee e es oo



SUPPLEMENTAL NOTES




BUILDINGS

Description

Location 1

Location 2

Location of property .

Fire Map—Volume. Page....cccovinvininnnnn,

Latest Fire and Extended Coverage Rates

What coinsurance requirement? .

When published? .

Is building on leased ground?

Describe construction (brick, frame, stone).
If mixed, state per cent. of each type

Size and number of stories

Has building any open sides?

State kind and value of pro cFerty, such as signs,
awnings, etc., not covered by Extended Cover-
age endorsement unless separately endorsed

If leased, value of improvements and betterments
to bu1ld1ng

Are buildings sprlnklered'r‘

Occupancy (purpose to which put)

How heated (coal, oil, city steam, detached
boiler house)

Buildings owned or leased (Term of lease)

If owned:
Exact name of owners according to deed

Cost and date built

Name and address of mortgagees, 1f any

Insured’s estimate of value (including machine
and equipment pertaining to service of build-
ing.) Secure copy of appraisal if any

Value of possible policy exclusions (i.e. founda-
tions, etc.) .

If leased, who controls 1nsurance? .

Total rental income or insured’s estimate of total
Rental Value

Rental value of part occupled by 1nsured (glve
area and frontage) . . e

Rental value of part leased to others for mercan-
tile purposes (give area and frontage) .

Rental value of part leased to others for dwell-
ing purposes (number of apartments), area and
frontage . e e

If leased:
How does Fire Clause read?

What amount of rent do you pay? .

At what rent could you duplicate premises? .

If rental of duplicate premises would exceed
Sresent rent paid, secure copy of lease to
esign policy to protect .

How is leasehold interest insured?




.................................................................................................

Any va

' |Any ch

Would

Kind of
Value ¢

Insurab
to se

apprs
Insurab.

(Obt:

Insurab!
bette

Tnsutrab!

Are the:

Value o
and 1
in yo

Is there
bility
Burglar

If risk i
_0on spi

Is there




| {Any changes, such as new buildings, demolition,

| |Would any demolition law apply in case of partial damage to buildings?

Any vacant land? (Location, use, area and frontage)

BUILDINGS (Continued)—CONTENTS

etc., contemplated?.............

CONTENTS

Location 1

Location 2

Kind of raw and finished stock (describe)

Value of Insurable Stock—
Annual Maximum

Annual Minimum
Annual Average
Present .

Insurable value of Machinery (not pertaining
to service of building). (Obtain copy of
appraisal if available) Coe e

Insurable value of Furniture and Fixtures
(Obtain copy of appraisal if available) .

Insurable value of tenants’ improvements and
betterments

Insurable value of dies, patterns and lasts

Are these ever in the hands of others? Where? .

Value of raw material, finished goods, patterns
and lasts or leased machinery and equipment
in your custody but belonging to others?

Is there any agreement covering your responsi-
| bility for these values? (If so, obtain copy)

Burglar Alarm if any:

Name . . . . . .
Certificate No. and Date

Alarm Co. have keys to premises?

If risk is sprinklered, what type of alarm service
on sprinkler system? o

Is there 2 Watchman?

Does he serve you exclusively?

Hours |

Does he have regular rounds? How often?
Does he punch clock? .

Does he signal outside central station? .

I.iit_gﬂy portions watchman does not enter .
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..........................................................................................




CONTENTS (Continued)—BUSINESS INTERRUPTION

Modes of Transportation Value Shipped Annnally Maximum Value per Shipment

7

Rail

Express

Public Truckmen

RECORD OF
- DoMESTIC <Own Trucks
SHIPMENTS

Water (Inland)
Water (Coast).

_ Parcel Post
| Foreign shipments, including ship-
ments by inter-coastal steamer, if

any .. . . . ...
Are goods sold on a deferred pay-
ment basis? e
Is valuable property ever at risk
away from premises?
Describe . . . . . . .
Do salesmen carry valuable samples?
Describe .

BUSINESS INTERRUPTION

What is your anticipated value at selling price of merchandisc which you expect to sell during the
next twelve months, if a mercantile business; the value at selling price of the products to be manu-
factured during the next twelve months, if a manufacturing business, or the income from services
you expect to render during the next twelve months, if a SEEVICE DUSINESS? ..ovivoiieiieceire e

On same basis state probable yearly wages that will be paid employees who would be immediately
' dropped from payroll if the business stopped operations because of firc damage:

1

Is business dcgcndcnt upon operations of other plants furnishing stock, parts or materials or plants
 using the products Of this DUSIIESS?........cuumimmmmmimmmimissisrsrmrsrsssssss st s

.................................................................................
..........................................................

..............................................................................................

.......................................................................................




SUPPLEMENTAL NOTES

Numbe




LEGAL LIABILITY

Number of employees and annual payroll on departments subject to separate classifications:

Classification Code Annnal Payroll

How many salesmen or other employees in other states?

What states?

11




? SUPPLEMENTAL NOTES

........................................................................................................................................................................................

........................................................................................................................................................................................ 1

G HOoHo

Do yo

! Descri

| furnish

List all

on or #




.......

LEGAL LIABILITY (Continued)

Do you assume liability for damages under: (Obtain copies of all such agreements.)

% COMELACES oottt Railroad and sidetrack.........cooooviiiiin v
TLCASES oo e Leases for SIgns.....cooooois
Ticense Bonds.....ooovoiiiiieiicinirieen Power COMELACES .o..oovooovoio oo
i GAVE QRIS oot
Do you have any work done by Others UNAEr COMEIACT? . oovii oottt
L DESCEI D oot
| APPEOXAMALE COMEFACE COS. oot
i
CCOSEPIUS " COMEIACES.errrcicro oo oerer e
Do you do installation work away from your PEEITLISES? oo vmrrovs s s

Are you now making or do you contemplate making any extraordinary alterations or additions?
| DO YOU L0ASE SPACE TO OLREES?. .o cortoemssos i
“If you do not occupy but have leased property to others, does lessec control and operate elevators,

furnish power, and have charge of PECITLESCS? ..o oo

List all products or types of products manufactured, handled or distributed that are used or consumed

e




SUPPLEMENTAL NOTES

........................................................................................................................................................................................
........................................................................................................................................................................................
........................................................................................................................................................................................
........................................................................................................................................................................................
........................................................................................................................................................................................
........................................................................................................................................................................................
.......................................................................................................................................................................................
.......................................................................................................................................................................................
....................................................................................................................................................................................

...................................................................................................................................................................................




Have you any other self-propelled vehicles?

Do you sponsor:

LEGAL LIABILITY (Continued)

An athletic team?.................. A radio Program?................cccoomei
Any unusual advertising medium?.......c...oooooo oo
Any elevators?.........c.coooveoivooiooe Where located?................oooo
How many passenger?................ How many freight?...........................
Kind and power uSed?............ooicc
Number of landings?.................... Elevator interloCks......oc.oovoovvvveee oo
(Name of manufacturer and type)
Car dOOr CONMACES. ..ot
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AUTOMOBILES

(May be detached and given to Auditor)
OwnNEeD VEHICLES

Type of )
Make P Serial No. | Purcl s i
y, ' B 0. nrchase If truck, is it used
M;Z:l (Indicate whether CZ;Z C‘;;Zd and Price and W/aerf;’ outside 50 mile
truck or tractor) if trucz > | Motor No. Date garage radius?

Non-OwnEep VenicLes—Non-owned automobiles used by employees

Headquarters and territory Name of company carrying
Name of emplayee Type of Car travelled by employec primary insurance

Hirep VEHICLES

Location or Annual cost Name of company
Name of Qwner Type of Car Territory of hire (actual  carrying
Where Used or estimate) primary insurance
ApprtioNaL Deraris:
Are there any periodic, seasonal or substantial layups of vehicles owned or hired?..... ...
19
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SUPPLEMENTAL NOTES
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AUTOMOBILES (Continued)—BOILERS AND MACHINERY

What insurance companies have carried Automobile P. L. and P. D. coverage during past three
years?
""" Year. .. JCOMPANY ..ot
""" Year. . COMPANY. .o
..... Year. . COMIPAIY . oo
..... - Give approximate number and total cost of:
...... Bodily Injury Losses Property Damage Losses
..... Year Number Cost Year Number Cost
BOILERS AND MACHINERY
. Bomwer INsurAncE
....... How many powcf boilers?................How many heating boilers?..............Cast fron?.............
"""" ‘ (or) steel?.............Fuel? oil..........gas........pulverized coal. ... .. ..solid. .. ...
...... % Air tanks?..................... Water tanks?..............Other tanks or pressure containers? ... ...
"""""" ﬂi Cookers and digesters?..................... Refrigerating systems?............... Capaciey?..
‘‘‘‘‘‘‘ E MacuiNERY INSURANCE
....... Steam engines?............ Internal combustion engines?............ Steam or water turbines?.................
....... Compressors or pumps?..........,..“...............................Elcctric generators? —over 100 h.p..........
under 100 h.p..ccoonnn, Electric motors?—over 100 h.p.....oovs 10 h.p. 0 100 hopooori
under 10 h.p..cooinns Transformers?.............c.....
Any boilers or other pressure vessels operated by affiliated COMPANIES? ..ovvvvvriinirccii s
ADY 5a50Na] SHUTAOWNR ....o.oeiieoieri e
21




SUPPLEMENTAL NOTES

...................................................
..................................................................................................
.........................................................................
.......................................................................................................
...................................................

oer
..........................................................................
............................................................

...........................................

Horpup (Messeng
Are employe
Are vehicles
Déscribc.........
Are they acc
Number of d
time .............
Maximum an
Earliest and |
Maximum an
Smallest num
Maximum anm
Maximum am
Any daytime

Earliest and 1.

SAFE BurGLARY

Describe safe :

Thickness of s
Is there an api
Maximum am
Is there a ches
Is either chest
Burglar alarm?
Keys in posses:
'-Wétchm'an ser

Punch clocke...




BURGLARY, ROBBERY, HOLDUP

Hovoue (Messenger—Paymaster—Interior Holdup)

Are employees paid by cash?..........co.ooooovivivioeeeeeeeoe How often?.......cocoevvivviio .
Are vehicles and/or locked satchels used by paymasters and messengers?..............oooooooo
Déscribc ..................................................................................................................................................................
Are they accompanied by guards?...............cooccoovcooommioo How many?...........cccooooiii,

Earliest and latest hours they are out (away from premises)..........ccoooooooroooo
Maximum amount of daily depoSIts .........cooccoeiiuiiioioieoieoeoeeoeeecoe oo
Smallest number of employees on duty on premises at any one M.
Maximum amount of cash and securities on premises at one time (exclusive of payroll)...........
Maximum amount of merchandise on premises at on€ time ..........cocoooeroooooooo
Any daytime watchmen?..........oocccovvinrrnnnnnnnn. Push button alarme........................ e,

Earliest and latest hours premises are OPEM. . ... ..ivvuiveieecoeeeeeeeoeeoeeeeeeeee oo

Sare BURGLARY

Describe safe and/or vault:

INQIMIC .ot Number ..o,
Thickness of steel in door (exclusive of BOLEWOIK)..........ooovvceiviooeeeeeeeeeeceeeoeeoeeoeeeoeo
Is there an approved type tear gas bomb attached?..........ocooo.eeoooccocoeeooesoiieoesoooeoeooeeoeoo
Maximum amount of cash, securities and merchandise kept thetein ...
Is there a chest in the safe? (DESCIIDE)...oouovuiniiiiiiiicicieeeeeeeeeeee e
Is either chest or safe door of round of SCIEW LYPER........cccoorivivcriiiiiniieee e
Burglar alarme...........ccoconvvinnne. Certificate NO......ccocccccccccccrrncccaris e DALC e,
Keys in possession of Alarm COMPANY?...........ocociuiriiirieeiecmneienierieriesie s st
Watchman SErvice?. .o HOULS? oo Regular rounds?.......ccooeerrnnnnn.
| PUNCR CLOCK? wooooseomeeeeeerensee s seesssreese s Signal central station?........covevivieineeinrncrnnen.
23
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SUPPLEMENTAL NOTES

.......................................................................................................... SECURIT

............................................................................................................................................................. Arc

....................................................................................

PraTE (

Are you

No. o
........................................................................................................................................................................................ Plate.

Is the




Prate Gurass

ROBBERY (Continued)—PLATE GLASS

.................................

No. of
Plates

.........................

........................

........................

....................
........................

Value of
Lettering

......................

....................
......................................
...........................................

......................................................

....................................................................................
................................

.....................................................................................................

Are you responsible for breakage of display windows, showcases, mirrors, desk or furniture tops?

Identify any plates 12
feet above sidewalk
level; any plates 6 feet
back of front plate line
and any plates within
permanent  entrance
doors. Clamped glass
setting is glass having
one or more exposed
edges unprotected by
frames.  Show geo-
graphical location of
any broken glass and
give diagram of break.
Give value and loca-
tion of lettering or or-
namentation.  (Dam-
age to frames can be
covered in conjunction
with the glass.)

.....................................
..............................
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.................................................................................................................................................................. OFF
......................................................... e
........................................................................................................................................................................................ Max

...................................................................................................................................................................................

...............................................................................................................................................................................
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Fioevrry Bonos (Dishonesty Insurance)

BONDS

Give names and positions of employees who handle or control cash, securities, valuables or

property:

................................................

Class A Employees

Position

Maximum amount of cash or securi-
ties to which employee has access

Give number of employees in each of the following classifications:

Position

Position

OrriciALs
Chairman
President
Vice-President
Treasurer .
Assistant Treasurer
Secretary
Assistant Sccretary
Comptroller
Assistant Comptroller

AccouNTING
Auditors
Assistant Audltors
Cashiers
Bookkeepers
Paymasters
Timekeepers
Adjusters

MaNAGEMENT
Managers .
Assistant Managers
Branch Managers
Department Managers
Superintendents

Purchasing Agents .
Messengers (Outside)

Factory Superintendents

SALES
Sales Managers
Assistant Sales Managers
Salesmen (Outside) .
Demonstrators
Canvassers
Floorwalkers
Buyers .
Assistant Buyers
Collectors .
Drivers
Drivers’ Helpers
Chauffeurs

Stock
Shipping or Reccxvmg Clerks
Stock Clerks
Custodians
Watchmen

Total Class A




SUPPLEMENTAL NOTES

................................................................................................................................... j de

I ] Licens

! At

an

e Ar

ForgEer

Are

Mas:
Nan

....................................................................................................................................................................................... Any

......................................................................... Note:




BONDS (Continued)

Class B Employees

Position No. Position No.

Salesmen (Inside) c e e Business Machine Operators . . .|..............
Messengers (Inside) . . . . . Telephone Operators Ce e e,
Office Clerks . . . . . . ... Typists . . . Y O
Filing Clerks . . . . . . ... Janitors . . . . . . . |
Mail Clerks . . . . . . ... Porters . . . . . . . . |
Stenographers . . . . . . ...

Total Class B |.........

Give total of all other wage earners not covered in tables above (including foremen, factory
workers, elevator operators, mechanics, laborers, etc.) who do not as a part of their regular

duties handle MONEY........coovvoooiiriiiiiiesi oo

License anD PerMiT BoNDs
Any bonds required by city, county, state or federal government for conduct of the business or
any part thereof?

DESCIIDE. ..o

ContrACT BonNDs
|

Do you bid on city, state or government construction or supply contracts?

Are you interested in obtaining information on Federal contraces?................_....

Forgery anp CHECK ALTERATION
Are employees paid by check?.......cocoooo How often?....................

Maximum amount of dePOSIt?.............ccccooiiiiniiiioiioooo oo

Name of check writer and /or safety paper used ...

Any branch offices with checking accounts? ...

Note: Officers who wish may have their accounts protected by endorsement for a slight additional premium,

29
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LIFE INSURANCE

Give names of owners, partners or executives whose death or disability would produce a serious

financial loss

drain on the firm’s financial resources or credit

If information is desired, secure schedule of employees, showing age, sex, salary, and date of

employment.

..........................................................................................................................................................................................
..........................................................................................................................................................................................

|
!
Give names of partners whose death with consequent liquidation of their interests could cause serious
i
|
i
|
]

i ..........................................................................................................................................................................................

..........................................................................................................................................................................................
..........................................................................................................................................................................................
..........................................................................................................................................................................................

.....................................................................................................................



SUPPLEMENTAL NOTES
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...........................................................................................................................................
..........................................................................................................................................................
.........................................................................................................................................................
.............................................................................................................................................................................
......................................................................................................................................................................
.............................................................................................................................................................................
............................................................................................................................................................................
............................................................................................................................................................................
............................................................................................................................................................................
............................................................................................................................................................................

............................................................................................................................................................................

............................................................................................................................................................................



RECEIPT FOR POLICIES

Policy No. Kind of Policy Company

Expiration

' ici i been loaned to me with the
I hereby acknowledge receipt of the above policies which have | 0 :
undcrstand}irng that the}% will be returned promptly upon completion of an insurance analysis.

i ettt i e
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LIST ALL INSURANCE POLICIES HERE

Kind of Coverage

Amount or
Limits

Term

Present Agent

Expiration

Date

Expiration
Record
Made

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

....................................

.....................................

....................................

..................................

.......................................
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APPIIDIX WK

SOLICTITATION RAECORD
(Personal Risks)
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MISCELLANEOUS NOTES

Insured:

Address:

Solicitation Record

(Personal Risks)

DATE INTERVIEWED :

BY WHOM :

LINES DISCUSSED:

RESULTS:

DATE INTERVIEWED :

BY WHOM:

LINES DISCUSSED:

RESULTS:

American and Foreign Insurance Company
The British and Foreign Marine Insurance Company, Ltd.
Capital Fire Insurance Company of California
Eagle Indemnity Company
Federal Union Insurance Company
Globe Indemnity Company
The Liverpool and London and Globe Insurance Company, Ltd.
The Newark Fire Insurance Company
Queen Insurance Company of America
Royal Indemnity Company
Royal Insurance Company, Ltd.
The Seaboard Insurance Company of Maryland
Star Insurance Company of America
Thames and Mersey Marine Insurance Company, Ltd,

Royal-Liverpool Insurance
SP 50.8250.12-40 ma__zzqne OH.OF.—.@M

Us.s~

DATE INTERVIEWED:

BY WHOM :

LINES DISCUSSED :

' RESULTS:

DATE INTERVIEWED:

BY WHOM:

LINES DISCUSSED:

.RESULTS:

DATE INTERVIEWED :

BY WHOM :

LINES DISCUSSED:

RESULTS:

DATE INTERVIEWED :

BY WHOM :

LINES DISCUSSED:

RESULTS:
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