
ANNUAL REPORT OF THE 
STATE CORPORATION COMMISSION 

The Level of Competition, 
Availability, and Af f ordability 
in the Commercial 
Liability Insurance Industry 

TO THE GOVERNOR AND 
THE GENERAL ASSEMBLY OF VIRGINIA 

HOUSE DOCUMENT NO. 25 
COMMONWEALTH OF VIRGINIA 
RICHMOND 
1989 



PRESTON C. SHANNOh 
CHAIRMAN 

THOMAS P. HARWOOD, JR. 
COMMISSIONER 

ELIZABETH B. LACY 
COMMISSIONER 

GEORGE W. BRYANT. JR. 
CLERK OF THE COMMISSION 

BOX 1197 

RICHMOND, VIRGINIA 2 3 m  

STATE CORPORATION COMMISSION 

December 21, 1988 

TO: The General Assembly of Virginia 

The report contained herein is pursuant to 538.2-1905.1 of 
the Code of Virginia and addresses the level of competition, 
availability, and affordability of personal injury and property 
damage liability insurance covering commercial entities. 

This report also designates the lines and subclassifications 
of such insurance for which the Commission has reasonable cause 
to believe that competition may not be an effective regulator of 
rates. Supplemental reports for these lines and subclassifications 
of insurance are required to be filed with the Commission on or 
before May 1, 1989. 

Chairman 

~homas P. Harwood, ~ r :  // 
Commissioner (I 

cc: The Honorable Mary Sue Terry 
Attorney General of Virginia 



Tab1 e o f  Contents 

Executive Summary 

I. , Introduction 

11. The 1988 Report 

111. Other Studies 

IV. Rate Regulation 

V. A1 ternate Markets 

VI . Consumer Protection and Assistance 

VII. Summary and Designation o f  Potentially Noncompetitive 
Lines and Subclassifications 7 3 

Notes 

Exhibits 



EXECUTIVE SUMMARY 

The Code of Virginia requires the State Corporation 
Commission to report to the General Assembly each year: 

The level of competition among insurers with 
respect to personal injury and property damage 
liability coverages for business entities; 

. The availability of those liability coverages; 
and 

The affordability of those liability coverages. 

The report must identify any specific liability lines 
or subclassifications for which the Commission has 
reasonable cause to believe that competition may not be an 
effective regulator of rates. Insurers will subsequently be 
required to file supplemental reports with the Commission 
for the lines and subclassifications found to be potentially 
noncompetitive, indicating their direct experience 
(including premiums and losses) attributable to these 
liability lines. 

In preparation for the 1988 report, the Bureau of 
Insurance conducted approximately 33 separate surveys of 
consumers, consumer groups, insurance companies, agencies, 
and surplus lines brokers. The Bureau's research also 
included reviews of similar surveys and studies conducted by 
private or independent research firms, investment research 
groups, and the federal government. In addition, 
information was solicited from the Bureau's Consumer 
Services Section as respects complaints received regarding 
the availability or affordability of commercial liability 
coverages. Surplus lines affidavits (which must be filed 
with the Bureau when coverages are written by nonadmitted 
companies) were reviewed to determine the liability lines 
most often being written by these insurers. The Office of 
the Attorney General was also encouraged to provide the 
Bureau with any relevant information developed by the 
Division of Consumer Counsel. 

In the course of two written surveys (conducted in May 
and October of 1988), the Bureau questioned numerous 
insurers, agents, and surplus lines brokers to determine: 

. The number of insurers currently writing various 
commercial liability coverages; 

. The extent to which insurers are seeking to write 
these coverages; 

. The degree to which rates are established by rate 
service organizations; and 



. The extent and nature of rate differentials among 
insurers for these coverages. 

In addition to the numerous lines and subclassifications 
specifically listed in the Bureau surveys, insurers, agents, 
and surplus lines brokers were asked to identify any other 
liability lines where they perceived availability or 
affordability problems. Approximately two thirds of the 300 
insurers surveyed provided usable information, while 
approximately half of the more than 1,150 agencies surveyed 
provided relevant data. More than half of the 204 surplus 
lines brokers submitted pertinent information. 

Extensive telephone surveys of consumers and consumer 
groups were also conducted, for example: 

One hundred fifty-two child care providers 
throughout the state were contacted from a listing 
provided by the Virginia Department of Social 
Services and questioned as to the availability and 
affordability of day care liability coverage. 

Four other day care centers were selected at 
random and asked for specific details of their 
most recent liability insurance renewal premium 
quotations. 

Two child care providers' associations were 
contacted for information regarding their members' 
insurance problems. 

A number of state insurance departments were asked 
to provide information regarding any special 
programs developed to assist consumers in the day 
care market segment. 

Telephone surveys of companies and agencies 
separately addressed day care liability coverage 
provided as part of Homeowners policies (as 
opposed to commercial liability policies). 

Administrators/Managers of 49 towns, 24 counties 
and ten cities in Virginia were surveyed by 
telephone with regard to the availability and 
affordability of municipal liability coverages. 

Two additional towns and two additional counties 
were contacted for specific details of their most 
recent renewal premium quotations. 

Nine major insurers were surveyed with respect to 
special liability insurance programs for 
commercial contractors. 

Competitive quotes were solicited and received 
from 26 companies for a hypothetical commercial 



contracting risk. 

. Fifty-six establishments licensed by the Virginia 
Alcoholic Beverage Control Board were surveyed by 
phone with respect to the availability and 
affordability of liquor liability coverage. 

Thirty-five pest control operators were surveyed 
to determine the level of competition within 
this market segment. 

Twenty real estate agents throughout the state 
were contacted for information regarding 
availability and affordability of professional 
liability coverage. 

Fifty-three consumers within 16 different 
subclassifications in the recreational liability 
market definition (including campgrounds, parades, 
fairs, bowling alleys, health clubs, skating 
rinks, etc.) were contacted in an effort to 
identify specific classes experiencing 
availability or affordability problems. 

Similar telephone surveys of consumers, insurers, 
agents, and appropriate consumer groups were also conducted 
with respect to other lines and subclassifications where 
availability or affordability problems were perceived. 

Overall, survey results indicate that market conditions 
have improved and that most forms of commercial liability 
insurance are more available and affordable than they were 
12 months ago. After considering the information developed 
from the extensive surveys and other research conducted by 
the Bureau of Insurance, the Commission has identified the 
following commercial liability lines and subclassifications 
for which competition may not be an effective regulator of 
rates. These lines and subclassifications were not 
separately designated as potentially noncompetitive in the 
Commission's 1987 report to the General Assembly. 

Asbestos Abatement Contractors Liability 
Dams (existence hazard) Liability 
Detective or Investigative Agencies Liability 
(private) 
Gas Companies Liability 
Landfill Liability 
Public Officials Errors and Omissions Liability 
Rental Stores (machinery or equipment) Liability 
School Board Errors and Omissions Liability 
Security and Alarm Systems Installation Liability 
Security Guards Liability 
Sewage Treatment Plants Liability 
Underground Storage Tanks Liability 
Volunteer Fire Departments and Rescue Squads 
Liability 



. Water Treatment Plants Liability 

In view of the questionable accuracy of the 1988 
supplemental reports, and after considering the results of 
the current surveys, the Commission has also designated as 
potentially noncompetitive the same lines and 
subclassifications that were designated in the 1987 report 
to the General Assembly. 

Results of the following independent studies conducted 
on a .countrywide basis tend to supplement and support the 
conclusions developed from Bureau surveys: 

The united States General Accounting Office 
Insurance Study revealed an overall increase in 
availability and affordability in 1988. Although 
premium increases in 1986 were relatively large, 
insurance costs remained a small proportion of 
annual gross receipts. Given this small 
percentage, it was deemed unlikely that (1) 
increased insurance costs could have had a great 
effect on the cost of goods and services or (2) 
the viability of the organizations was threatened. 

The Goldman Sachs Insurance Rate Survey, 
conducted by an independent investment 
research firm, concluded that premiums are not 
rising fast enough to keep up with costs of claims 
and, consequently, loss ratios are headed 
significantly higher. 

Standard and Poor's composite average of stocks 
demonstrated that the property and casualty 
insurance industry has not earned excessive 
profits relative to other sectors of the economy. 
This finding was supported by a Value Line report 
(which focused on a number of specific' property 
and casualty insurers) as well as a study by the 
American Academy of Actuaries. 

Another independent study, published by the Palmer 
Bellevue Corporation, concluded that open competition, 
rather than prior approval regulation, tends to result in 
higher pure loss ratios and, therefore, greater value for 
insureds. 

Currently under development by the Bureau of Insurance 
is a program to assist consumers in locating insurance 
companies seeking to write coverages where the consumer has 
encountered an availability problem. This program will be 
in the form of an information and referral system developed 
from market research conducted by Bureau personnel. 



To provide for a dialogue between regulators and 
insurance consumers, consumer advisory committees will be 
established and public hearings will be conducted throughout 
the state on a regular basis. 

In October, 1988, the Commission recommended to the 
General Assembly's Joint Subcommittee studying insurance 
issues that the Code of Virginia be amended to prohibit rate 
service organizations from filing final rates, which include 
average expense factors, on behalf of their member 
companies. The result of this change would be to require 
each insurer to add its own expense component to the loss 
cost data provided by the rate service organization and file 
its own final rates. It is anticipated that this change 
will serve to enhance competition in the commercial 
liability lines and subclassifications where final rates 
are currently developed and filed by rate service 
organizations. 

Approximately 25 Bureau staff members were involved in 
surveys and other research related to this project. The 
areas of expertise of these individuals include all facets 
of property and casualty insurance, insurance law, and 
regulatory procedures. Input was also obtained from experts 
in actuarial science and economics. 

The standards enumerated in Section 38.2-1905.1 of the 
Code of Virginia were applied to the accumulated survey data 
to determine whether there is reasonable cause to designate 
a particular line or subclassification as potentially 
noncompetitive. 

Based upon the information developed by the 
comprehensive surveys conducted by the Bureau of Insurance, 
and due to the questionable accuracy of the data developed 
by the 1988 supplemental reports, the Commission has 
reasonable cause to believe that competition may not be an 
effective regulator of rates for the following lines and 
subclassifications of commercial liability insurance: 

. Architects and Engineers Professional Liability . Asbestos Abatement Contractors Liability . Commercial Contractors Liability (approximately 100 
subclassifications) . Dams (existence hazard) Liability . Day Care Liability . Detective or Investigative Agencies Liability (private) . Directors and Officers Liability . Environmental Impairment Liability . Gas Companies Liability . Insurance Agents Professional Liability . Landfill Liability . Law Enforcement Agencies Liability . Lawyers Professional Liability . Liquor Liability . Medical Professional Liability 



. Municipal Liability . Pest Control Liability . Products and Completed Operations Liability 
(approximately 1000 subclassifications) . Public Housing Liability . Public Officials Errors and Omissions Liability . Real Estate Agents Professional Liability . Recreational Liability (approximately 200 
subclassifications) . Rental Stores Liability (machinery or equipment) . School Board Errors and Omissions Liability 
School Divisions Liability . Security and.Alarm Systems Installation Liability . Security Guards Liability . Sewage Treatment Plants Liability 
Underground Storage Tanks Liability . Volunteer Fire Departments and Rescue Squads Liability . Water Treatment Plants Liability 

These lines and classifications include the 17 which 
were designated in last year's report as well as 14 
additional classes identified from this year's survey data 
and represent more than 1,300 individual subclassifications 
and types of coverages. 

For the lines and subclassifications not listed, survey 
data indicates that competition is active and is an 
effective regulator of rates. The generally competitive 
lines and subclassifications include most habitational 
classes (apartments and rental housing), retail and 
wholesale establishments, service businesses and processing 
risks, as well as many professional liability lines. 

Insurers writing commercial liability lines and 
subclassifications designated as potentially noncompetitive 
will be required to file, on or before May .I, 1989, 
supplemental reports for further investigation and hearings 
by the State Corporation Commission. 



Legislative Directive 

Section 38.2-1905.1 of the Code of Virginia directs 
the State Corporation Commission to report to the General 
Assembly, at least annually, indicating: 

1. The level of competition among insurers in 
Virginia for the lines or subclassifications of 
liability insurance defined in Sections 38.2-117 
and 38.2-118 of the Code (personal injury and 
property damage liability); 

2. The availability of those 1 ines or 
subclassifications of insurance; and 

3. The affordability of those lines or 
subclassifications of insurance. 

The report shall also designate all insurance lines or 
subclassifications defined in Sections 38.2-117 and 38.2- 
118, insuring a commercial entity, for which the Commission 
has reasonable cause to believe that competition may not be 
an effective regulator of rates. 

Summary of the 1987 Report 

The Commission's 1987 report provided an analysis of 
the level of competition, availability and affordability in 
the commercial liability insurance market. Based on the 
findings of that study, it appeared that competition was an 
effective regulator of rates for many lines and 
subclassifications. Some of the generally competitive areas 
included: 

1. Premises/Operations Liability 

A. Trade Contractors Not Engaged in Commercial 
Construction 

B. Habitational Properties; i.e., apartments 
and rental housing 

C. Retail and Wholesale Business Operations 
D. Other Service and Mercantile Businesses 

2. Commercial Umbrella (Excess Liability) 

The report designated the following lines and 
subclassifications as potentially noncompetitive: 

1. Products and Completed Operations Liability 
(Including Discontinued Operations) 

2. Environmental Impairment Liability 



3. Liquor Liability 

4. Directors and Officers Liability 

5. ~remises/Operations Liability for: 

Commercial Contracting 
Hazardous Waste Contracting 
Pest Control/Exterminators 
Government Entities 
Law Enforcement Agencies 
School ~ivisions 
Public Housing 
Recreational Exposures 
Day Care/Child Care 

6. Professional Liability for: 

A. Medical Professionals 
B. Lawyers 
C. Insurance Agents 
D. Architects 
E. Engineers 
F. Real Estate Agents 

Pursuant to Virginia Code Section 38.2-1905.2.C., insurers 
writing any of these potentially noncompetitive lines and 
subclassifications were required, on or before May 1, 1988, 
to file supplemental reports for further review by the State 
Corporation Commission. 

Environmental impairment and hazardous waste 
contracting were combined into one class, as were architects 
and engineers, due to similarities in exposures. 

Results of Supplemental Reports 

Administrative Letter 1988-3, dated January 26, 1988, 
outlined the lines and subclassifications of commercial 
liability insurance for which supplemental reports were 
required. The Administrative Letter contained a copy of the 
Commission's order adopting the report format, a blank 
reporting form, and a list of the market definitions most 
commonly used in reporting commercial liability statistics. 
The companies were required to report in the greatest detail 
possible their direct experience for each of the 17 
designated lines or subclassifications. 

According . to the Bureau's records, 394 of the 590 
licensed companies filed on or before the deadline. 
Settlement offers were sent to 124 companies that filed 
reports after the due date. Companies that did not respond 
at all were requested to justify their failure to file. 
Most of these companies indicated that they did not write 



business in the designated market definitions and, 
therefore, were not required by the law to file a response. 

The Bureau determined that of the 890 reports received 
which contained data on the various market definitions, only 
393 reports were acceptable for limited use (primarily to 
indicate premium volume). The quality of the reports ranged 
from a few detailed submissions to a large number that were 
sketchy and unreliable. Aggregation of this data, because 
of its poor quality, did not yield credible information. 

Hearing Conducted by the Commission 

On June 29, 1988 the Commission held a hearing to 
determine whether competition was an effective regulator of 
rates for the lines and subclassifications of commercial 
liability insurance designated in the 1987 report. 
Representatives from Industry, the Attorney General's 
Office, and the Bureau of Insurance presented the Commission 
with information on the extent of competition within the 
commercial liability insurance market. 

Position of the Insurance Industrv 

Representatives from insurance companies and industry 
professional associations indicated that the commercial 
liability insurance market in Virginia was competitive. 
They stated that their position was supported by a general 
analysis of the structure of the property and casualty 
market as follows: 

1. The current insurance market consists of active 
licensed insurers, active surplus lines 
companies, inactive writers (currently licensed 
but not writing) and self-insurers. 

2. Ease of entry and exit characterize the insurance 
market and market power cannot be exercised 
without barriers to entry. 

3. The minimum efficient scale (the smallest size at 
which an operation is efficient) in the property 
and casualty insurance industry occurs in small- 
sized firms, allowing them to compete effectively 
with large firms. 

4. Concentration within a line or subclassification 
may result from efficiency of certain insurers in 
writing particular types of risks; however, even 
if a particular market segment is characterized 
by a relatively high degree of concentration, the 
insurer would be unable to exercise undue 
influence in the market because: 



a) the insurance products are very similar; 
b) there are no barriers to entry; and 
c) smaller firms can expand output and 

compete effectively on a cost basis. 

5. Price competition in the property and casualty 
market i s  enhanded by the use of pricing 
techniques such as rate deviations, package 
modifiers, schedule rating and experience 
modifications. 

Industry representatives also indicated that the 
market for several lines and subclassifications was 
expanding and that companies were actively and aggressively 
seeking new business. Industry's consensus was that, with 
the exception of environmental impairment liability, 
competition was an effective regulator of rates for the 
lines in question. 

Position of the Office of the Attornev General 

After analyzing approximately 400 supplemental 
reports, the Attorney General's Office concluded that 
competition was not an effective regulator of rates for any 
of the lines and subclassifications that were designated as 
potentially noncompetitive in the 1987 report. 

According to the Attorney General's witness, the 
primary criterion used to examine the level of competition 
was profitability. Specifically, the data on earned 
premiums and incurred losses was reviewed for each of the 
lines and subc~assifications of insurance. The witness 
testified that, with the exception of environmental 
liability, the results of the analysis indicated that there 
was excess profitability and the excessively high rates of 
return signaled that the competitive process was not working 
effectively because, in a market characterized by ease of 
entry, new firms would bid away any excess profit. 

A secondary factor considered in the Attorney 
Genera18s analysis was the number of companies utilizing 
rate service organizations and the extent of deviations from 
the rates filed by such organizations. It was observed that 
most, if not all, of the companies used rate service 
organizations; however, only a small percentage used 
deviations. 

In the Attorney General's analysis, it was also argued 
that the concentration ratio, rather than the number of 
firms in the market, is a more appropriate test of the level 
of competition. . The concentration ratio indicates the share 
of the market dominated by the top few firms. The Attorney 
General's witness testified that the supplemental reports 
indicated that, in most cases, the top four or five 
companies accounted for 90 percent or more of the earned 
premiums within a particular line or subclassification. The 



witness concluded that such concentration would give the few 
dominant firms considerable price control. 

Position of the Bureau of Insurance 

Based on an analysis of the supplemental reports, the 
Bureau testified that competition was an effective regulator 
of rates for the following lines, subclassifications and 
types of coverages: 

1. Products and Completed Operations Liability 
(Including Discontinued Operations)' 

2. Governmental or Municipal Liability 
3. Day Care/Child Care Liability 
4. Recreational Liability 
5. Commercial Contracting Liability 
6. School Divisions Liability 

A relatively large number of carriers reported premiums for 
the above lines and subclassifications. Additionally, the 
companies had on file a variety of methods which could be 
used to modify rates. Such methods included experience and 
schedule rating plans, rate deviations and package 
modifications. There were also numerous special programs 
filed for these market definitions. These methods and 
programs significantly increased the possibility of rate 
variance. 

Due to the poor quality of the information contained 
in the supplemental reports, the Bureau's analysis provided 
no compelling evidence to indicate that the following lines 
and subclassifications were competitive: 

1. Lawyers Professional Liability 
2. Medical Professional Liability 
3. Public Housing Liability 
4. Real Estate Agents Professional Liability 
5. Insurance Agents Professional Liability 
6. Law Enforcement Agencies Liability 
7. Pest Control Liability 

The Bureau, therefore, recommended that these lines and 
subclassifications be declared noncompetitive and placed 
under the delayed effect rate filing provisions of Seckion 
38.2-1912 of the Code of Virginia. 

The Bureau concluded that four other lines or 
subclassifications of liability insurance were 
noncompetitive but recommended that these classes be 
exempted from rate filing requirements pursuant to Section 
38.2-1903 of the Code of Virginia as the most effective way 
to facilitate the continued availability of these lines. 



The recommended exemptions were: 

1. Environmental Impairment Liability 
2. Directors and Officers Liability 
3. Liquor Liability 
4. Architects and Engineers Professional ~iability 

The diverse exposures and specialized coverages inherent in 
these lines do not lend themselves to class rating, The 
Bureau concluded that insurers would be forced out of the 
market if they were presented with an inflexible rating 
structure for these types of coverages. 



Commission's Decision 

After hearing the testimony and reviewing the evidence 
presented, the Commission ruled that the evidence supported 
adoption of the recommendations of the Bureau of Insurance. 
The Commission noted that the basis for the Bureau's 
recommendations was not that there was evidence of 
noncompetition within certain lines of insurance; rather, 
there was insufficient information in the reports to 
determine whether competition was an effective regulator of 
rates for such lines. 

The Commission indicated that the 1987 enactments have 
placed the burden of proof, that competition is an effective 
regulator of rates, on the insurance industry. If this were 
not so, the industry, by withholding the information which 
it alone possesses, would be able to attain its desired 
results through default. The Commission concluded that the 
information required to be submitted by the industry is 
within Industry's control, and that the analysis of this 
information by the Bureau of Insurance is totally dependent 
upon the quality and sufficiency of the reported 
information. 

The Commission commented that 1988 was the first year 
in which this type of detailed information was required, and 
consequently anticipated that future supplemental reports 
would be of higher quality and provide more competent data. 
The Commission found it unnecessary to make further 
provision for medical malpractice liability insurance since 
it had already renewed the applicable prefiling rule for 
this line in a separate order entered July 13, 1988. 

The Commission, in its order entered September 16, 
1988, held that competition was not an effective regulator 
of rates charged for: 

1. Lawyers Professional Liability; 
2. Public Housing Liability; 
3. Real Estate Agents Professional Liability; 
4. Insurance Agents Professional Liability; 
5. Law Enforcement Agencies Liability; and 
6. Pest Control Liability. 

Pursuant to Section 38.2-1912 of the Code of Virginia, the 
Commission ruled that any rates or supplementary rate 
information with regard to these lines must be filed with 
the Commissioner of Insurance at least 60 days prior to 
their effective date. 

The Commission also found that competition was not an 
effective regulator of rates charged for: 

1. Environmental Impairment Liability; 
2. Directors and Officers Liability; 
3. Liquor Liabi1ity;'and 



4 .  ~rchitects and Engineers Professional Liability. 

However, after consideration of the evidence presented, the 
Commission ruled that rates for these lines would be 
exempted from filing requirements pursuant to Section 38.2- 
1903 of the Code of Virginia. 



Researoh Methodology 

In preparation for the State Corporation Commissionfs 
1988 report to the General Assembly, the Bureau of Insurance 
conducted extensive surveys to determine the level of - 
competition, availability and affordability within the 
commercial liability insurance market. 

Although the survey questionnaires were tailored 
individually for companies, agencies, and brokers, they were 
all structured to provide information relevant to the 
following factors outlined in Section 38.2-1905.1 of the 
Code of Virginia: 

1. The number of insurers actually writing insurance 
within the line or subclassification; 

2. The extent to which insurers licensed to write 
the line or subclassification are seeking to 
write or obtain new business; 

3. The respective market share of insurers actually 
writing insurance within the line or 
subclassification; 

4. The degree to which rates within the line or 
subclassification are established by rate service 
organizations; 

5. The extent and nature of rate differentials among 
insurers within the line or subclassification; 
and 

6. The ease of entry into the line or 
subclassification by insurers not currently 
writing such line or subclassification. 

The Bureau also addressed other factors in its research 
which may be pertinent to the determination of whether 
competition is an effective regulator of rates within the 
various lines and subclassifications of commercial liability 
insurance, such as the relative profitability of the 
insurance industry and the probable effects of the 1986 Tax 
Reform Act. 

This report is only the first step in the review 
process and is not meant to be the definitive determination 
by the Commission. While the Bureau's research has been 
comprehensive, it does not include the more detailed 
information which will be developed from the supplemental 
reports that insurers will file with the Commission for 
those lines and subclassifications identified as 
I1potentially noncompetitiveN in this report. Because of the 
inconclusive nature of the 1988 supplemental reports, it has 
been decided that it would be appropriate to again survey 
the market in the 1989 supplemental reports with respect to 
the following types of liability coverages: 



. Architects and Engineers Professional Liability . Day Care Liability . Directors and Officers Liability . Environmental Impairment Liability . Insurance Agents Professional Liability . Law Enforcement Agencies Liability . Lawyers ~rofessional Liability . Liquor Liability . Medical Professional Liability . Municipal Liability . Pest Control Liability . Public Housing Liability . Real Estate-Agents Professional Liability . Recreational Liability . School Divisions Liability 
Surveys were mailed to 299 licensed property and 

casualty insurers who reported written premium for 
liability, other than auto liability, in 1987. A total of 
230 responses were received of which 35 were rejected, 
either because the insurers wrote only personal lines 
liability coverages or they were involved only in specialty 
markets such as reinsurance or credit-related products. 

The companies were asked to indicate whether they 
currently write, and also whether they are willing to write, 
the listed lines, subclassifications and types of coverage. 
Other questions requested information as to rates being 
used, rate service organizations subscribed to and 
modifications applied to rates. published by rate service 
organizations. Insurers were also asked to list any other 
lines or subclassifications of commercial liability 
insurance where availability or affordability problems 
exist. 

Surveys were sent to 1,153 licensed property and 
casualty agencies. A total of 591 responses were received 
of which 91 were rejected, either because the agencies did 
not write or attempt to write commercial liability coverages 
or because the respondent could not be identified. 

Agencies were asked whether they represent a licensed 
insurer who will write the listed liability coverages. They 
were also asked for an opinion as to whether availability 
and affordability for these lines had improved, worsened or 
remained unchanged over the past 12 months. Agents were 
then asked to list any additional commercial liability lines 
for which they perceived significant availability or 
affordability problems. 

The Bureau'mailed survey forms to 204 licensed surplus 
lines brokers. Of the 132 responses received, 21 were 
rejected because the brokers were inactive or were 
specializing in lines other than commercial liability. 



Brokers were asked whether they are associated with an 
approved surplus lines company that will write the lines and 
coverages specified. They were also asked to identify any 
other lines or subclassifications of commercial liability 
insurance where availability or affordability problems 
exist. 

Telephone surveys of consumers, companies, agencies, 
trade associations and consumer groups were targeted to 
address availability and affordability concerns with respect 
to specific lines or coverages. 

To gain additional insight into commercial liability 
insurance availability and affordability problems, Bureau of 
Insurance Property and Casualty Consumer Services staff 
members were surveyed. In addition, a review was made of 
surplus lines affidavits filed during 1988 in order to 
ascertain the types of commercial liability coverages 
currently being written in the surplus lines market. 

Mail and phone surveys were also separately conducted 
with respect to liability coverage for commercial 
contractors and products and completed operations exposures. 
Due to the broad nature of the products and completed 
operations classification, it was not practical to 
separately survey consumers in this market segment; however, 
these coverages were included in several surveys with regard 
to specific subclassifications. Commercial contractors 
liability and products and completed operations liability 
will also be included in the 1989 supplemental report forms. 



Survey Results 

In the following pages, the results of the surveys of 
companies, agencies and surplus lines brokers are summarized 
separately as they apply to each line or subclassification 
of liability insurance- Where applicable, the results of 
consumer surveys and other research are also explained. 

Each section will address the issue of availability 
from the viewpoint of companies, agencies, and surplus lines 
brokers and, where possible, consumers. 

The concentration of written premium among insurers 
writing each coverage will be noted as derived from the 1988 
supplemental reports. Comparisons will be made between the 
number of insurers indicating in current Bureau surveys that 
they are willing to write specific coverages and the number 
of insurers who indicated in th= 1988 supplemental reports 
that they were seeking to write new business in these market 
definitions. It should be noted, however, that the 1988 
supplemental reports asked this question only of insurers 
currently writing the particular liability line, whereas the 
current surveys also asked insurers not currently writing a 
particular line whether they would be willing to write the 
coverage. 

The existing rate structure, the degree to which rates 
are established by rate service organizations and, where 
appropriate, the extent of rate deviations and modifications 
being used will also be addressed. 

The relative ease or difficulty with which new writers 
may enter the market will be explained as it relates to each 
type of coverage. 



Architects and Ensineers Professional Liability 

Professional liability insurance coverage for 
architects and engineers pays on behalf of the insured sums 
which he becomes legally obligated to pay as damages if 
legal liability arises out of the performance of 
professional services for others and is caused by an error, 
omission or negligent act of the insured or of any person or 
organization for whom the insured is legally liable. 

Bureau surveys found nine companies currently writing 
this coverage and each of these companies is willing to 
write new business. Additionally, the surveys identified 
eight companies willing to write this coverage that do not 
currently have policies in effect for this market segment. 
This represents a marked difference when compared to the 
1988 supplemental reports which found no insurers seeking to 
write new business in this liability line. 

Of the agencies surveyed, 97 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents surveyed who felt that market conditions had 
changed with respect to this coverage, 77% said that 
availability had improved and 65% said that affordability 
had improved in the past 12 months. 

Sixty surplus lines brokers stated that they could 
place this type of business. 

The 1988 supplemental reports indicate that the top 
two writers accounted for more than 99% of the 1987 written 
premium. 

According to a local agent who specializes in 
architects and engineers professional liability insurance 
(and who is currently providing coverage for 160 design 
firms), availability is improving and rates are down. 
Virginia has lower rates than every state except North 
Carolina with one of the major writers of this coverage. 
The agent further stated that, with two major admitted 
carriers offering coverage to a broad range of architectural 
and engineering disciplines, and nine surplus lines 
companies seeking to write new business, there is no 
shortage of carriers. 

Ease of entry into this market segment is somewhat 
limited in that some specialized expertise in underwriting 
and claims management is needed. Furthermore, since this 
line is not filed by rate service organizations, each 
insurer must file forms independently. 

since this class of insurance is currently exempt from 
rate filing requirements, premiums are developed on an 
individual risk basis. The companies responding to our 
survey reported three different approaches to ratemaking for 
this line. Rates for this type of coverage are not 



promulgated by rate service organizations. Insurers have 
indicated that the diversity of these exposures makes each 
architect's or engineer's practice unique and, therefore, 
not adaptable to class rating. 

Approximately 56.Virgini.a architects have written to 
the Insurance Commissioner to express their concern with 
regard to the exemption of this line of insurance from rate 
filing requirements. Many of these individuals specifically 
requested that rates for architects professional liability 
be designated for prior filing under Section 38.2-1912 of 
the Code of Virginia. In response to these requests, 
research was undertaken to determine whether a requirement 
for prior filing of specific rates would adversely affect 
availability or affordability in this market definition. 

The two primary licensed companies offering this 
coverage indicated that, due to the infinite variation in 
exposures, the lack of a credible data base, and the fact 
that the other major writers of this coverage are primarily 
surplus lines companies (whose rates are unregulated), the 
flexibility of individual risk rating is vital to their 
ability to provide this coverage. Evidence was presented 
that, while rates are not specific, by class, and are not 
subject to filing requirements, they also are not arbitrary 
and are based on sound actuarial and underwriting 
procedures. 

Based upon the arguments presented and the information 
developed in the surveys conducted with respect to this 
coverage, the Bureau of Insurance recommends that the rate 
filing exemption under Section 38.2-1903 be continued. The 
Commission finds that competition may not be an effective 
regulator of rates for this market segment and again 
designates this liability line as potentially 
noncompetitive. 



commercial Contractina Liability 

In May of 1988, a survey of insurance company regional 
managers, agents and surplus lines brokers was conducted to 
determine the level of availability, affordability, and 
competition within the commercial contracting liability 
market definition. This broad market definition is made up 
of almost 100 separate subclassifications including such 
diverse exposures as masonry, plumbing, air conditioning, 
excavation, carpentry and demolition. 

Approximately 85% of the 56 insurers responding 
to the survey indicated that they had written this type of 
business within the past year and more than 80% were 
actively seeking to write this coverage. Approximately 79% 
reported that they applied downward deviations to filed 
rates in pricing these risks. 

Eighty-one percent of the 772 agents responding 
indicated that they are writing this type of business and 
over 55% of the surplus lines brokers responding stated that 
they are writing this coverage. 

The 1988 supplemental reports showed written premium 
reported in this line in 1987 by 89 companies with the 
largest writer accounting for only 19% of the market share. 

While individual commercial contracting risks may be 
experiencing increases in final premiums, this appears to be 
due largely to factors other than rate increases. Rates for 
commercial contracting classifications are based upon 
inflation-sensitive, or growth-sensitive, units of measureb 
Premiums for both ongoing and completed operations are 
developed by rates applied Itper $1,000 of payrolltt. Under 
conditions of economic growth, payrolls increase and, 
therefore, premiums increase. This will be true even when 
the rate per $1,000 of payroll does not increase. 
Nonresidential construction set new records in Virginia 
during 1987. The total of 10,903 permits issued was the 
highest number recorded since 1980, as was t e aggregate 9 value of these permits -- $1.98 billion dollars. 

A telephone survey of nine major insurers with offices 
in Richmond revealed that each had on file a special program 
for contractors. Six programs included independently filed 
rates while three programs were based on Insurance Services 
Office (ISO) rates. Two different IS0 filings were being . 
used (1987 rates and 1988 rates) with rate deviations and 
modifications ranging from credits of up to 40% to debits of 
up to 40%. All of these carriers indicated that they were 
aggressively seeking new business in this market segment. 

In an effort to determine the actual level of 
competition within this market definition, applications for 
coverage for a hypothetical commercial contractor were sent 
to 37 companies. These insurers were asked to provide the 



developed premium before and after application of any 
experience and schedule rating modifications and to indicate 
the effective (edition) date of the rates being used. 
Exhibit I displays the 26 responses received and 
demonstrates the extremely competitive conditions which 
exist in this market s.egment.. Premiums quoted ranged from 
$18,278 to $71,347. 

There would appear to be no effective regulatory or 
operational barriers to entry for this market definition and 
the necessary rules, rates and forms are filed by rate 
service organizations. 

While this liability line exhibits signs of aggressive 
competition, due to the incomplete nature of the 1988 
supplemental reports, this market segment will also be 
designated as potentially noncompetitive and included in the 
1989 supplemental report forms. 



Dav Care Liabilitv 

Sixty-four companies reported in the survey that they 
currently have policies in effect providing day care 
liability coverage. Sixty of these companies are seeking to 
write new business in this market segment. Additionally, 14 
companies not currently writing this coverage expressed a 
willingness to write. In all, 74 companies are willing to 
write new business in this market definition. The 1988 
supplemental reports, in contrast, indicated only eight 
companies seeking new business. 

Fifteen of the companies surveyed indicated that they 
file independent rates for this coverage while 43 companies 
use rate service organization filings. Deviations from, and 
modifications to, filed rates varied from credits of up to 
67.5% to debits of up to 142% with 85% of the companies 
indicating that deviations or modifications are applied when 
appropriate. 

Of the agencies surveyed, 166 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 79% said that availability 
had improved and 70% said that affordability had improved in 
the past 12 months. 

Fifty-seven surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports show 26 companies 
writing this coverage with the top three insurers accounting 
for over 62% of the 1987 writt,en premium. 

A telephone survey of the top 20 writers of Homeowners 
insurance in Virginia, representing 72% of the market share, 
revealed that 78% currently offer coverage for home day care 
exposures under Homeowners policies. Premiums charged for 
this additional coverage range from zero to $140 per year 
and vary depending upon policy limits and the number of 
children being cared for by the policyholder. 

A telephone survey of 19 licensed insurers indicated 
commercial liability coverage is available for small, medium 
and large-sized day care facilities, with church-affiliated 
facilities being preferred to some extent over public, for 
profit facilities. Typical underwriting requirements 
include state licensing, physical inspections of premises, 
fenced play areas, specific child/staff ratios, and 
experienced, trained or certified personnel. Forty-two 
percent of the companies contacted indicated that their 
policies exclude sexual abuse or child molestation. 

A telephone survey of 44 agencies developed a list of 
24 different companies (admitted carriers and approved 
surplus lines companies) providing coverage. When asked 



whether any insured day care center had been cancelled or 
non-renewed in the past three years, 75% responded that they 
had not experienced this problem. 

In order to obtain information from consumers 
regarding the availability and affordability of day care 
liability coverage, the Bureau obtained lists of Islicensed 
child care centersv1 and "licensed family day care homesI1 
from the Virginia Department of Social Services. 

Generally, a child day care facility must be licensed 
by the Department of Social Services as a Infamily day care 
homew if it provides care during part of the day to at least 
six children in a private family home. If the facility 
provides care during part of the day to at least 10 children 
in a private family home, it must be licensed as a I1child 
care center". If the facility is located in other than a 
private family home and provides care during part of the day 
to at least two children, it must be licensed as a "child 
care centerw. 

A systematic sampling of "licensed child care 
centersI1, by locality and size, was selected and 91 such 
centers were surveyed. All 91 centers were commercially 
insured with at least 27 different licensed and surplus 
lines insurers being represented. Of the centers contacted, 
69% indicated they had experienced no problems with 
availability or affordability. Of the centers reporting 
difficulties, half complained of affordability problems 
while the remainder indicated primarily availability 
problems. Eighty percent indicated no problems with 
cancellation or non-renewal; however, 18% indicated coverage 
had been non-renewed in the past three years because their 
insurer had ceased writing this coverage. 

Sixty-one I1licensed family day care homest1 were 
surveyed in six Virginia localities. Of those .contacted, 
57% were insured with a variety of licensed and surplus 
lines carriers, with 11 different companies being 
represented. Of those insured, 69% obtained coverage under 
their Homeowners policies. Approximately 48% of those 
contacted reported problems with availability or 
affordability. 

Results of these two phone surveys are displayed in 
Exhibit 11. 

The information developed in several of these surveys 
appears to indicate that availability problems exist 
primarily when more than three children are cared for in a 
private family home. This is also confirmed by a survey of 
complaints received by the Consumer Services Section of the 
Bureau of Insurance. Conditions in these day care 
operations frequently do not meet insurance company 
underwriting requirements as previously described. 



A representative of the Tidewater Area Planning 
Council indicated that, although day care coverage is 
available to their members at a cost of $250 per year, fewer 
than 20 of the 177 homes in the system have purchased the 
coverage. 

A spokesperson for the Roanoke Valley Chapter of 
Family Child Care Providers expressed amazement at the 
number of child care providers who do not carry liability 
insurance. She observed that coverage is more available and 
affordable now than in the past and indicated that coverage 
can be purchased for about $80 per year. 

Four Virginia day care centers were selected at random 
and contacted for specific details of liability insurance 
quotes they had received for their most recent renewal. -The 
following summarizes the information received: 

1. A center providing foster care for 52 "troubledn 
children up to age 18 obtained coverage at limits 
of $500,000/1,000,000 for an annual premium of 
$240. 

2. A day care facility caring for 80 children 
obtained limits of $1,000,000/2,000,000 for an 
annual premium of $439. 

3. A center caring for 55 children obtained limits 
of $1,000,000 for an annual premium of $647. 

4. A center caring for 120 children obtained limits 
of $1,000,000 for an annual premium of $1,100. 

These examples demonstrate that a variety of rates are 
being used ($4.62, $5.49, $11.76 and $9.17 per child) and 
that the average rate, per child, per year, is $7.90 for 
this group for average limits of $1,000,000. This amounts 
to just over $.03 per child, per day, based on 52 five-day 
weeks per year. 

Out of 19 state insurance departments responding to a 
recent survey, five reported active market assistance 
programs for this coverage; a sixth state has instituted a 
telephone Ithot linett to assist consumers in obtaining 
coverage. A seventh state, where homeowners insurance non- 
renewals are a concern, has urged insurers to provide 
coverage under homeowners policies where the exposure exists 
and to cease non-renewals based on this exposure. An eighth 
state has an active joint underwriting association providing 
this coverage. Other states responding have not 
specifically recognized or addressed this problem. 

This market segment is relatively free from barriers 
to entry for new writers since rates and forms are filed by 
rate service organizations and no specialized underwriting 
or claims expertise is required. 



While this liability line exhibits evidence of active 
competition, due to the poor quality of the 1988 
supplemental report data, this market segment will also be 
designated as potentially noncompetitive and included in the 
1989 supplemental report f oms. 



Directors and Officers Liabilitv 

Directors and officers liability insurance pays on 
behalf of insureds sums they are legally obligated to pay 
because of wrongful acts, errors or omissions committed in 
the course of their duties as directors and officers. 

Seventy-three companies reported that they currently 
have policies in effect for this liability line. Sixty- 
seven of these companies also reported a willingness to 
write new business. Additionally, seven companies with no 
policies currently in effect expressed a willingness to 
write this coverage. In all, 74 companies indicated that 
they are willing to write directors and officers liability. 
This contrasts with the 1988 supplemental reports which 
indicated only 12 companies were seeking to write this 
coverage. 

Of the agencies surveyed, 258 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 91% said that availability 
had improved and 85% said that affordability had improved in 
the past 12 months. 

Seventy-five surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicate that the top 
three writers accounted for more than 75% of the 1987 
written premium. 

This coverage is currently rated on an individual risk 
basis and rates are exempt from filing requirements. Rate 
service organizations do not promulgate rates for this line. 
The 73 companies currently writing this coverage described 
at least 20 different rating plans based on approximately 10 
different types of exposure units. 

Operational barriers to entry in this market segment 
vary with the type of exposure to be insured. Relatively 
little specialized knowledge would be required with respect 
to such exposures as condominium directors and officers, 
whereas financial institutions present a more complex 
exposure. Since rate service organizations do not file this 
line of commercial liability insurance, companies writing 
this coverage must file their forms independently. 

Due to the infinite variations in exposures within 
this market definition, this liability line does not lend 
itself to class rating. Bureau research indicates that 
continuation of the rate filing exemption under Section 
38.2-1903 of the Code of Virginia is essential to the 
continued availability of this coverage. The Commission 
finds that competition may not be an effective regulator of 
rates for this market segment and again designates this 



liability line as potentially noncompetitive. 



Environmental Im~airment Liability 

Environmental impairment liability insurance generally 
covers the insured's liability for bodily injury and 
property damage resulting from pollution and associated 
cleanup costs. 

Ten companies reported that they currently write this 
coverage and all ten are willing to write new business. An 
additional six companies that are not currently writing this 
liability line expressed a willingness to provide the 
coverage. This contrasts with the 1988 supplemental reports 
which found only five companies seeking to write this 
coverage. 

However, of the agents surveyed who felt that market 
conditions had changed with respect to this coverage, 56% 
said that availability had worsened and 75% said that 
affordability had worsened in the past 12 months. Fifty- 
nine agents stated that they represent licensed insurers 
that will provide the coverage. 

Thirty-five surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicate that the top 
three writers accounted for almost 90% of the 1987 written 
premium. 

This coverage is currently rated on an individual risk 
basis and rates are exempt from filing requirements. Rate 
service organizations do not promulgate rates for this line. 
The companies writing this coverage reported at least four 
different rating methods and base rates. 

This market definition consists of a wide variety of 
exposures, including manufacturing, landfills, pesticide 
application, and asbestos abatement. Availability varies 
depending upon a number of factors. One exposure which has 
experienced severe availability problems is the existence of 
underground storage tanks. 

In response to the Environmental Protection Agency's 
underground storage tank regulations on the federal level, 
the Bureau of Insurance has proposed a regulation to permit 
the formation of group self-insurance pools by owners and 
operators of underground storage tanks. The proposed pools 
will assist owners and operators of such tanks in meeting 
the EPA requirements for evidence of financial 
responsibility and should be especially helpful to owners of 
small gasoline stations and convenience stores who might 
otherwise be unable to meet the EPA requirements. The 
Commission will conduct a hearing to consider the Bureau's 
proposal. 



This market segment could pose significant barriers to 
entry for new insurers due to the need for specialized 
knowledge in underwriting and claims handling. The 
evaluation of exposures and the complex legal environment 
surrounding these exposures would require a significant and 
long-term investment of a prospective insurer's resources. 
The degree of difficulty would, of course, vary with the 
types of risks being underwritten. While some forms for 
this coverage are filed by rate service organizations, some 
exposures may require the development of specialized forms 
or endorsements. 

Continuation of the rate filing exemption for this 
liability line is crucial to the existence of a market for 
this coverage. The Commission finds that competition may 
not be an effective regulator of rates for this market 
segment and again designates this liability line as 
potentially noncompetitive. 



Insurance Aaents Professional Liability 

Insurance agents professional liability coverage pays 
on behalf of insured agents or brokers damages arising out 
of negligent acts, errors or omissions in the performance of 
their professional duties. Covered claims may be brought by 
agency customers or by companies which the agent represents. 

Sixteen companies indicated on the survey that they 
are currently writing this coverage. An additional seven 
companies that are not currently writing expressed a 
willingness to write this liability line. In all, the 
survey found 23 companies willing to provide the coverage. 
This demonstrates a significant difference when compared to 
the 1988 supplemental reports, which found only four 
companies seeking new business. 

Of the agencies surveyed, 161 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 64% said that availability 
had improved; however, 69% said that affordability had 
worsened in the past 12 months. 

Fifty-two surplus lines brokers stated that they could 
place this type of business. 

The 1988 supplemental reports indicate that the top 
three writers accounted for over 85% of the 1987 written 
premium. 

A telephone survey was made of agents, as consumers of 
this coverage, in which 52 agencies were contacted. Fifty- 
one of the agencies surveyed were insured with licensed 
insurers; one was self-insured and had been for the past 
three years. Fifteen percent of those surveyed reported 
problems related to affordability or availability. Eighty- 
one percent of the agencies surveyed are insured under plans 
endorsed or sponsored by professional associations. Twenty- 
six agencies indicated their coverage was secured through 
the Independent Insurance Agents of America (IIAA) with 
Employers Reinsurance Corporation, while 16 agencies 
obtained coverage through the Professional Insurance Agents 
Association (PIA) with Utica Mutual Insurance Company. 

The endorsement of specific carriers by these 
associations may discourage competition with respect to this 
coverage. New carriers entering the market may have 
difficulty obtaining a viable market share in the absence of 
a trade association endorsement. 

Insurers writing this coverage file their rates 
independently since rates for this coverage are not 
developed by rate service organizations. Seven different 
rates were reported in the survey; some based upon agency 
premium volume and others based upon the number of licensed 



personnel. 

Barriers to entry in this market segment would appear 
to be minimal, although sponsorship of specified insurers by 
two major professional associations may be perceived as 
preventing new insurers from obtaining a significant market 
share. Since rate service organizations do not file this 
line of liability insurance, companies wishing to write this 
coverage must develop and file their forms and rates 
independently. Rates for this coverage are currently 
regulated under Section 38.2-1912 of the Code of Virginia 
and must be filed, with full supporting data, at least 60 
days priar to their effective date. 

The Commission finds that competition may not be an 
effective regulator of rates for this market segment and 
again designates this liability line as potentially 
noncompetitive. 



& w  a Enforcement Aaencies Liabil it- v 

Twelve companies reported in Bureau surveys that they 
currently write liability coverage for law enforcement 
agencies. Of the 11 companies that indicated in the survey 
that they are willing to write the coverage, eight are 
companies currently writing while three are companies that 
do not have policies in effect in this market segment. This 
contrasts with the 1988 supplemental reports which found no 
insurers seeking new business in this liability line. 

Of the agencies surveyed, 50 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 62% said that availability 
had improved and 57% said that affordability had improved in 
the past 12 months. 

Forty-eight surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicated only three 
insurers in the market with the top two accounting for 99% 
of the 1987 written premium. 

Three insurers indicated in the survey that they file 
independent rates for this coverage. Of companies using 
rate service organization filings, three indicated 
deviations or modifications ranging from credits of up to 
70% to debits of up to 40%; however, rate service 
organizations include this exposure in rates for 
municipalities, which are published on an advisory basis 
only. 

Law enforcement agencies liability is, in actuality, a 
part of the municipal liability market definition since it 
consists of coverage for police departments, sheriffsf 
departments and other similar governmental divisions. The 
exposure is automatically covered under the most commonly 
used general liability forms unless specifically excluded by 
endorsement. A few insurers have independently filed forms 
which provide coverage on a basis akin to professional 
liability, i.e., based specifically upon occurrences arising 
out of the insured's performance of law enforcement 
activities. Since no separate code is used and no separate 
charge is made when coverage is written as a part of the 
municipal exposure, statistics indicating only a limited 
number of writers may be misleading in that they refer only 
to coverage written separately. 

Of 25 companies surveyed with respect to municipal 
liability coverage, six companies indicated that they are 
not willing to write the law enforcement agencies exposure. 
Eleven of the 35 agencies surveyed with regard to municipal 
liability indicated insurers are excluding coverage for law 
enforcement activities. 



Market surveys a.lso indicated that there may be an 
availability problem with respect to the related classes of 
security guards and investigative services. 

There would appear to be minimal barriers to entry for 
new writers in this market segment. Rate service 
organizations file forius which may be used to write this 
insurance; however, insurers who write this coverage as a 
form of ttprofessionalw liability file independent forms and 
rates. 

Rates for this market segment are currently subject to 
the 60-day prior filing requirements of Section 38.2-1912 of 
the Code of ~irgin'ia. In the 1989 supplemental report 
forms, an effort will be made to identify the separate 
segments of this market definition, i.e., coverage written 
as part of the municipal exposure, coverage written 
separately as wprofessionalN liability, and related coverage 
written for security guards and investigative services. It 
appears that availability, affordability and competition may 
vary within these several subclassifications. The 
Commission finds that competition may not be an effective 
regulator of rates for this market segment and again 
designates this liability line as potentially 
noncompetitive. 



Lawvers Professional Liability 

Lawyers professional liability insurance covers claims 
arising out of alleged neglect, errors, or omissions in the 
performance of services in a professional legal capacity. 

Sixteen companies indicated on the survey that they 
currently have policies in effect for this market segment 
and all of these expressed a willingness to write new 
business. Additionally, two companies that are not 
currently writing this line indicated that they are willing 
to provide the coverage. In contrast, the 1988 supplemental 
reports found four companies seeking to write new business. 

Of the agencies surveyed, 130 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 76% said that availability 
had improved but 54% said that affordability had worsened in 
the past 12 months. 

Sixty-three surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicate that the top 
three writers accounted for almost 85% of the 1987 written 
premium. 

The 16 companies writing this coverage reported using 
a variety of rates, ranging from $500 to $3,000 per attorney 
based on limits ranging from $75,000 to $1,000,000. 

A Virginia State Bar report indicates that, compared 
to a 1984 survey, the number of attorneys practicing 
privately without professional liability insurance does not 
appear to be increasing. However, a spokesperson for the 
Virginia Trial Lawyers Association stated, in a letter to 
the Bureau of Insurance, that many members of the 
Association have been unable to obtain the coverage they 
need at any price. 

Although some degree of underwriting and claims- 
handling expertise is a prerequisite for new writers 
entering this market segment, there would appear to be no 
significant barriers to entry. Sponsorship of the Virginia 
State Bar Association has, however, tended to result in a 
high percentage of written premium with a single insurer. 
Rate service organizations file forms and rates for this 
coverage; however, most major writers file both forms and 
rates independently. Rates for this coverage are currently 
subject to the 60-day prior filing requirements of Section 
38.2-1912 of the Code of Virginia. The Commission finds 
that competition may not be an effective regulator of rates 
for this market segment and again designates this liability 
line as potentially noncompetitive. 



Liuuor Liability 

Seventy-four companies reported on the survey that they 
are currently writing this coverage and willing to write new 
business. An additional seven companies indicated that they 
are willing to write the coverage but do not have policies 
currently in effect . 'This demonstrates a marked difference 
when compared to the 1988 supplemental reports which 
indicated that only 15 companies were seeking to write this 
coverage. 

Of the agencies surveyed, 230 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who 'felt that market conditions had changed 
with respect to this coverage, 76% said that availability 
had improved and 70% said that affordability had improved in 
the past 12 months. 

Forty-three surplus lines brokers stated that they 
could place this type of business. 

In spite of the relatively large number of insurers 
writing this coverage, the 1988 supplemental reports 
indicated that the top three writers accounted for more than 
76% of the written premium in 1987. 

A telephone survey of 56.establishments licensed by the 
Virginia Alcoholic Beverage Control Board found that 30 of 
the 56 were insured with at least 14 different insurance 
companies. Of the 26 remaining, 23 were not insured and 
three were not sure whether or' not they had this coverage. 
Of the 23 who were not insured, only two had attempted to 
obtain coverage. Of the 30 who were insured, only two 
complained of rate increases. 

Rates for this coverage are developed on an individual 
risk basis and are exempt from filing requirements. The 
insurers surveyed reported using 12 different rates and four 
different exposure bases. 

A study of the Virginia legal environment with respect 
to liquor liability would suggest that coverage should be 
readily available at a nominal cost. Whereas a number of 
states have instituted "dram shopw laws which hold a seller 
or server of alcoholic beverages liable for injury or damage 
caused to third parties by customers who were over-served or 
served in violation of the law, Virginia has no such 
statute. Further, there is no common-law precedent in 
Virginia for a finding of liability on the part of servers 
or sellers of alcoholic beverages. Virginia courts have 
held that the proximate cause of the third party's injury in 
these cases is the drinking of the intoxicant and not the 
serving thereof. 



Since rate service organizations file forms for this 
coverage and rates are currently exempt from filing 
requirements, barriers to entry for new writers of this 
coverage are virtually non-existent. 

The Bureau of Insurance recommends that the 
justification for continued exemption from rate filing 
requirements with respect to this market segment be 
investigated. The Commission finds that competition may not 
be an effective regulator of rates for this market segment 
and again designates this liability line as potentially 
noncompetitive. 



Medical Professional Liabilitv 

Twenty-seven companies indicated on the survey that 
they have policies currently in effect for this market 
segment and all are willing to write new business. An 
additional seven companies that are not currently writing 
the coverage indicated a willingness to write. This 
contrasts with the 1988 supplemental reports which found 
only 12 companies seeking new business. 

Of the agencies surveyed, 131 stated that they 
represent licensed insurers that will provide the coverage. 
However, of the agents who felt that market conditions had 
changed with respect to this coverage, 60% said that 
availability had worsened and 83% said that affordability 
had worsened in the past 12 months. 

Fifty-eight surplus lines- brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicate that the top 
three writers accounted for more than 87% of the 1987 
written premium. 

It must be noted that the broad category of medical 
professional liability is made up of many specific coverages 
and exposures, each with its own unique market conditions. 
While some classes, such as nurses, optometrists and 
dentists may have relatively few problems with availability 
or affordability, other class~es, such as obstetricians, 
hospitals, nurse anesthetists and neurosurgeons may be faced 
with serious ava'ilability or affordability problems. 

The Virginia Medical Malpractice Joint Underwriting 
Association (JUA) was established in November of 1986 to 
provide coverage for physicians and surgeons unable to 
obtain coverage in the voluntary market. In March of 1988, 
the Commission added nurse practitioners, nurse anesthetists 
and nurse midwives as eligible classes under the Virginia 
JUA. As of October 1, 1988, 376 physicians and surgeons and 
37 professional partnerships and corporations had secured 
coverage. No nurse practitioners, nurse anesthetists or 
nurse midwives had applied for coverage through the JUA. 

In the area of tort reform, the Birth-Related 
Neurological Injury Compensation Act became effective 
January 1, 1988 to provide no-fault funding as a sole remedy 
with respect to certain permanently disabling injuries to 
infants at the time of labor and delivery. It is 
anticipated that one effect of this legislation will be to 
remove a number'of potentially catastrophic claims from the 
claims experience of insurers writing professional liability 
coverage for physicians practicing obstetrics. 



It is apparent that the need for specialized 
underwriting and claims-handling expertise represents a 
significant barrier to entry for new writers within this 
market segment. Due to the fact that claims presented 
within the market definition often develop over long periods 
of time, long-term commitments of insurer resources are also 
required. While forms and rates for these coverages are 
filed by rate service organizations, most major writers file 
both rates and forms independently. Rates for this 
liability line have been subject to prior filing statutes 
since 1975, due to a lack of effective competition. The 
Commission continues to find that competition may not be an 
effective regulator of rates for this market segment and 
again designates this liability line as potentially 
noncompetitive. 



Munici~al Liability 

The most commonly used commercial liability forms 
provide coverage for the majority of the premises and 
operations exposures of municipal entities. These exposures 
may include, for exapple, courthouses, public utilities, 
police and fire departments, swimming pools, schools, and 
landfills. 

Sixty-six companies reported that they are currently 
writing this coverage, 58 of which are willing to write new 
business. An additional 14 companies that are not currently 
writing indicated that they are willing to write coverage 
for this market segment. This demonstrates a marked 
difference when compared to the 1988 supplemental reports 
which found only 12 companies seeking to write this 
coverage. 

Of the agencies surveyed, 176 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 77% said that availability 
had improved and 66% said that affordability had improved in 
the past 12 months. 

Fifty-nine surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicated that five 
companies accounted for over. 70% of the 1987 written 
premium. 

Eleven insurers indicated in the survey that they file 
independent rates for this exposure. Rate service 
organizations publish only suggested rates for 
municipalities; however, companies using the suggested rates 
reported applying modifications ranging from credits of up 
to 75% to debits of up to 142%. 

A telephone survey of insurers writing this exposure 
indicated that the majority limit their writings to smaller 
cities, towns, and counties - predominantly those with 
populations under 15,000. The coverages most frequently 
excluded by the carriers surveyed included landfills, 
pollution exposures and dams. Of the 25 companies surveyed 
by phone, eight stated that they would not provide errors 
and omissions coverage for public officials. This exposure 
is not covered by the most commonly used commercial 
liability forms and must be written using forms filed 
independently by insurers. Of the companies surveyed, none 
required significant retentions on small or medium-sized 
risks and the majority were willing to provide limits of 
$1,000,000 or more. 



A telephone survey of 35 agencies writing municipal 
liability revealed that coverage is being placed with a 
number of licensed carriers and approved surplus lines 
companies. A total of 19 different insurers were named by 
the 35 agents contacted. Only one agent reported a problem 
with cancellations or non-renewals. Agencies confirmed that 
insurers prefer to write smaller municipalities. The 
majority of the agents surveyed were unable to place public 
officials liability with admitted carriers. Agents reported 
insurers requiring significant retentions only on larger 
risks, and limits of $500,000 to $5,000,000 were reported as 
being readily available. The most commonly applied 
exclusions included pollution, dams, landfills, sewage and 
water treatment plants, and gas utilities. 

A number of the insurers and agents surveyed indicated 
a reluctance to write municipal business due to difficulties 
associated with the bid process and the nature of the 
specifications being used. 

An examination of the bid forms and specifications 
used by several municipalities revealed the following 
special requests: 

1. Agreements were requested from agencies to 
provide risk management services. Similar 
services (including written contracts for same) 
were requested from insurers. 

2. Although loss control services were requested, 
insurers were asked to keep inspections prior to 
quoting to a minimum. 

3. Insurers were asked to name other municipalities 
as additional insureds without limitation and 
with no explanation provided. 

4. Most forms required that cancellation and non- 
renewal notice be extended from the statutory 45 
days to 60 or more days. Similar notification 
was often required for reductions in coverage and 
changes in rates or rating plans. 

5. Companies were required to issue policies on a 
"guaranteed costm basis and waive premium audit 
provisions. 

6. Many manuscripted broadenings of coverage, such 
as deletion of pollution exclusions, deletion of 
punitive damage exclusions, and deletion of 
discrimination exclusions were required. 

7. Some specifications required insurers to agree 
not to use the sovereign immunity defense in the 
handling of any claims against the municipality. 



A number of the insurers and agencies surveyed 
commented that the numerous broadened and specialized 
coverages required, coupled with the need to keep premiums 
competitive, make writing this type of business 
unprofitable. 

Twenty-five percent of all cities, towns and counties 
in Virginia, selected to include a variety of population 
sizes, were surveyed by phone and asked whether they carry 
liability insurance and, if so, the name of the insurer. 
Those not insured were asked whether they are self-insured, 
members of the Virginia Municipal Pool, or members of a risk 
retention group. 

Ten cities were contacted, with populations ranging 
from 6,300 to 217,700. Five were insured with commercial 
insurers, three were self-insured and two were members of 
the Virginia Municipal Pool. Of the four reported problems, 
two were related to availability and two were affordability 
problems. The five commercially insured cities obtained 
coverage from five different insurers, including three 
admitted carriers and two approved surplus lines companies. 

Twenty-four counties were surveyed with populations 
ranging from 4,200 to 175,400. Nine were commercially 
insured, 11 were members of the Virginia Municipal Pool, and 
four were self-insured. The nine commercially insured 
counties purchased coverage from seven different licensed 
insurers. Eleven counties reported a variety of problems 
including rate increases, landfill exclusions, inadequate 
coverage, and inability to obtain coverage. 

Forty-nine towns were contacted with populations 
ranging from 200 to 19,100. Forty were commercially 
insured, eight were members of the Virginia Municipal Pool, 
and one was self-insured. Twelve different. licensed 
insurers were identified by the 27 towns that were able to 
name their insurers. 

Of the eight towns with populations under 500, only 
one problem was reported and it was a rate increase of 35% 
to 40%. 

Of the eight towns with populations between 501 and 
1,000, no problems were reported. 

Of the nine towns with populations between 1,001 and 
2,000, the three reported problems included higher 
deductibles and lower limits, a 45% rate increase (two years 
ago), and an unspecified rate increase. 

Of the eight towns with populations between 2,001 and 
3,000, only one reported general problems with availability 
and affordability. 



Of the eight towns with populations between 3,001 and 
5,000, three reported problems, all related to 
affordability. 

Of the eight towns with populations over 5,000, four 
reported problems, primarily with affordability. Rate 
increases of 50% to 100% in the past three years were 
reported in this category. 

Additionally, two counties and two towns were 
contacted for specific information with regard to quotes 
received for their most recent liability insurance renewals. 
The results were as follows (all figures are approximate): 

1. . One county, with a population of 11,100 received 
two quotes; one for $9,493 and one for $21,238. 
Both quotes excluded landfill coverage. Landfill 
coverage was obtained separately from another 
carrier for $7,500 and public officials errors 
and omissions liability coverage was purchased 
separately for $7,471. 

2. A second county, with a population of 7,200, 
obtained only one bid in the amount of $9,680. 
Landfill coverage was excluded, Public officials 
coverage was obtained separately at a cost of 
$3,903. This county also reported that it was 
unable to obtain the limits it wished to carry. 

3. A town with a population of 4,420 obtained two 
quotes; one for $14,523 and another for $14,879. 
Both quotes excluded law enforcement activities. 
The first quote also excluded landfill coverage 
while the second quote excluded public utilities, 
firemen and pollution. This town was able to 
obtain only one quote last year. 

4, A second town, with a population of 2,760, also 
obtained two quotes; one for $5,167 and another 
for $5,929. No special exclusions were noted. 

These examples, although limited in scope, appear to 
indicate that coverage is generally available and that some 
degree of competition exists for these exposures. 

While some insurers may consider the bid process and 
expanded coverage requirements to be a barrier to entry into 
this market, many exposures are the same as those 
encountered with respect to other types of risks, and the 
need for specialized underwriting or claims-handling 
expertise would appear to be nominal. Rate service 
organizations file forms and promulgate advisory rates for 
this market segment. Some related coverages, such as Public 
Officials Errors and Omissions liability, are written 
separately, using forms or endorsements which must be filed 
independently by the insurer. 



In view of the mixed results obtained in these various 
surveys, an attempt will be made to differentiate between 
the various municipal exposures in the 1989 supplemental 
report forms in order to identify any specific problem 
areas. 

Due to the poor qizality of the 1988 supplemental report 
data, the Commission finds that competition may not be an 
effective regulator of rates for this market segment and 
designates this liability line as potentially 
noncompetitive. 



Pest Control Liability 

Twenty-five companies reported on the survey $hat they 
currently write this coverage and 14 of these are willing to 
write new business. An additional 13 companies that are not 
currently writing pest control operators, indicated a 
willingness to provide the coverage. This demonstrates a 
marked difference when compared to the 1988 supplemental 
reports which found only three companies seeking new 
business in this market segment. 

Of the agencies surveyed, 69 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 51% said that availability 
had improved and 57% said that affordability had improved in 
the past 12 months. 

Forty-nine surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicated that the top 
three writers accounted for more than 86% of the 1987 
written premium. 

Only one insurer reported filing independent rates for 
this coverage. Of the companies using rate service 
organization filings, 23 apply deviations and modifications 
ranging from credits of up to 56% to debits of up to 100%. 

A telephone survey was conducted of 35 pest control 
operators who were selected at random from a statewide list 
of members of the Virginia Pest Control Association. All of 
the 35 operators were insured, 15 with a risk retention 
company and 20 with a variety of licensed and surplus lines 
insurers (at least seven companies were represented). 
Approximately half of the operators reported experiencing 
some form of availability or affordability problems; five 
reported having been non-renewed because their former 
insurer was no longer writing this coverage; seven operators 
reported significant rate increases in the past year; eight 
reported reductions in coverage. 

There would appear to be no barriers to entry with 
respect to this market segment with the exception of those 
applicable to the pollution exposure. It should be noted 
that there is some overlapping of exposures between this 
market definition and the environmental impairment market 
definition. 

This. liability line is currently regulated under the 
60-day prior filing provisions of Section 38.2-1912 of the 
Code of Virginia. The Commission finds that competition may 
not be an effective regulator of rates for this market 
segment and again designates this liability line as 
potentially noncompetitive. 



Products and Comaleted Oaerations Liability 

The broad category of products and completed 
operations liability incorporates hundreds of individual 
subclassifications ranging from pencils to parachutes and 
from drugs to detergents. The-most commonly used commercial 
liability forms provide separate policy limits for claims 
arising out the insured's products or completed operations 
when coverage is written for classifications which represent 
a significant exposure. It should be noted that this market 
definition overlaps with the completed operations aspect of 
the commercial contracting market definition. 

In May of 1988, a survey of insurance company regional 
managers, agents and surplus lines brokers was conducted to 
determine the level of availability, affordability and 
competition within the products and completed operations 
liability classifications. The survey separately addressed 
retail products, wholesale products, manufacturing, and a 
fourth category described as "all other, including non- 
manufacturing contractorsw. 

In the retail products category, almost 83% of the 56 
insurers responding indicated that they had written this 
type of business within the past year and the same 
percentage were actively seeking to write new business in 
the market segment. Seventy-nine percent reported that they 
applied downward deviations to filed rates in pricing these 
risks. 

More than 8.0% of the 772 agencies responding reported 
writing coverage for retail products and over 57% of the 105 
responding surplus lines brokers reported writing this 
coverage. 

In the wholesale products category, 85% of. insurers 
responding indicated that they had written this coverage in 
the past year and over 80% were actively seeking to write 
this business with more than 81% applying downward 
deviations to filed rates. 

More than 64% of agencies responding indicated that 
they write coverage for wholesale products while over 59% of 
responding surplus lines brokers reported writing this 
coverage. 

In the manufacturing category, over 80% of insurers 
responding indicated that they had written this type of 
business within the past year and over 65% were actively 
seeking to write the coverage. More than 67% reported 
applying downward deviations to filed rates for these 
classifications. 



More than 47% of agencies responding reported writing 
coverage for risks in the manufacturing category and more 
than 60% of responding surplus lines brokers reported 
writing this coverage. 

In the "all other" category, over 83% of insurers 
responding reported writing this type of business in the 
past year and over 78% were actively seeking new business. 
More than 78% reported applying downward deviations to filed 
rates in pricing this business. 

More than 64% of agents responding in the "all otheru 
category indicated that they write this type of coverage and 
over 56% of responding surplus lines brokers reported 
writing business in this market segment. 

The 1988 supplemental reports reveal an even 
distribution of market share among 135 different insurers 
with no one company accounting for more than 7.97% of the 
1987 written premium. 

Barriers to entry in this market definition would 
appear to be minimal but would, of course, vary with respect 
to specific products or exposures. Forms and rates for 
these coverages are filed by rate service organizations; 
however, rates are, in some instances, advisory and must be 
adjusted or developed on an individual risk basis. 

Due to the poor quality of the 1988 supplemental 
report data, the Commission designates this market segment 
as potentially noncompetitive. This liability line will 
be included in the 1989 supplemental reports and the Bureau 
will continue its efforts to identify specific problem areas 
within this market definition. 



Public Housins Liabilitv 

Fifteen companies indicated on the survey that they 
are currently writing this coverage and 11 of these are 
seeking new business. An additional 26 companies that are 
not currently writing indicated a willingness to provide 
this coverage. This 'demonstrates a significant difference 
when compared to the 1988 supplemental reports which found 
only one insurer seeking to write this coverage. 

Of the agencies surveyed, 83 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 57% said that availability 
had improved; however, 53% said that affordability had 
worsened in the past 12 months. 

Forty-seven surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports indicated that the top 
two writers accounted for over 95% of the 1987 written 
premium. 

Only one insurer reported filing independent rates for 
this coverage. The rates developed by rate service 
organizations for this classification are advisory rates. 
Companies indicating that they u.se these advisory rates 
reported applying modifications ranging from credits of up 
to 55% to debits of up to 142%. 

There would appear to be no operational barriers to 
entry for new writers in this liability line. Rules, rates 
and forms are developed by rate service organizations. 
Rates for this line are subject to the 60-day prior filing 
provisions of Section 38.2-1912 of the Code of Virginia. 

Bureau research indicates that this coverage is often 
purchased or provided as a part of the coverage for the 
municipality which owns the housing project. This fact may 
have caused some distortion with respect to market share 
data from the 1988 supplemental reports since premiums 
may have been reported as municipal liability. 

The Commission finds that competition may not be an 
effective regulator of rates for this market segment and 
again designates this liability line as potentially 
noncompetitive. Appropriate adjustments to the 1989 
supplemental report forms should produce more reliable data 
with respect to this liability subclassification. 



Real estate agents and brokers purchase this coverase 
for protection against claims arisiGg out of negligence, 
errors or omissions in the performance of their professional - - 
duties. 

Eleven companies reported on the survey that they 
currently write this coverage and all but one are seeking 
new business. Two additional companies that are not 
currently writing indicated a willingness to provide this 
coverage. This contrasts with the 1988 supplemental reports 
which found only two companies seeking new business in this 
market segment. 

Of the agencies surveyed, 167 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 77% said that availability 
had improved and 61% said that affordability had improved in 
the past 12 months. 

Sixty surplus lines brokers stated that they could 
place this type of business. 

The 1988 supplemental reports indicate that the top 
two writers accounted for more than 95% of the 1987 written 
premium. 

Since rate service organizations do not promulgate 
rates for this coverage, insurers must file their rates 
independently. Companies responding to the survey reported 
using at least six different base rates and three different 
exposure bases to price this coverage. 
t 

A telephone survey. of 20 members of a Virginia real 
estate agents8 association revealed that 18 of the 20 agents 
were commercially insured with at least five licensed 
carriers and one approved surplus lines company. The two 
agents who do not carry liability insurance stated that they 
dropped the coverage due to price (eight years ago and five 
years ago). Three of the insured agents reported 
significant rate increases in the past year; none reported 
cancellations or non-renewals. 

Barriers to entry would appear to be minimal with 
respect to this coverage; however, the 1988 supplemental 
reports seem to indicate that sponsorship of specific 
insurers by professional associations may have resulted in a 
concentration of coverage with one or two companies. 



This liability line is currently regulated under the 
60-day prior filing provisions of Section 38.2-1912 of the 
Code of Virginia. The Commission finds that competition may 
not be an effective regulator of rates for this market 
segment and aga,in designates this liability line as 
potentially noncompetitive. 



Recreational Liability 

Forty-eight companies reported on the survey that they 
currently write this coverage and 42 of these are willing to 
write new business. Additionally two companies that are not 
currently writing expressed a willingness to provide the 
coverage. This contrasts with the 1988 supplemental reports 
which found only 27 companies seeking new business in this 
market segment. 

Of the agencies surveyed, 138 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 69% said that availability 
had improved and 67% said that affordability had improved in 
the past 12 months. 

Fifty-three surplus lines brokers stated that they 
could place this type of business. 

The 1988 supplemental reports reveal a definite lack 
of concentration in this market segment, with 64 companies 
reporting written premium in 1987 and 21% being the largest 
share written by any one insurer. Each of the other 
insurers wrote less than 11% of the 1987 written premium. 

Seven companies indicated on the survey that they file 
independent rates for these classifications. The 38 
companies reporting that they use rates established by rate 
service organizations declared rate deviations and 
modifications ranging from credits of up to 67.5% to debits 
of up to 55%. 

The broad market definition of "recreational 
liabilityg1 consists of more than 90 individual 
subclassifications representing exposures as diverse as 
parades, country clubs, large theme parks, fairs, and Little 
League baseball games. Rates developed by rate service 
organizations for approximately 28% of these 
subclassifications are published on an advisory basis only. 
The remainder are specific rates filed with the Bureau of 
Insurance prior to use. 

A telephone survey was conducted of 16 
subclassifications within the recreational liability market 
segment. Consumers within many of the recreation subclasses 
are difficult to identify and, in some cases, impossible to 
locate or contact due to the seasonal or part-time nature of 
these activities. 

Of the ,53 consumers surveyed, 49 were insured with a 
variety of licensed carriers and surplus lines companies. 
At least 15 different insurers were identified. Seventeen 
consumers reported difficulty in obtaining coverage; nine 
reported rate increases; three reported reductions in 
coverage, and none reported. cancellations or non-renewals. 



The detailed results of this survey, by subclass, are shown 
in ~xhibit 111. 

If barriers to entry exist within this market 
definition, they would consist primarily of the lack of a 
significant number of similar exposures for some classes, 
i. e. , every parade, fair or' exhibit is unique. It is 
therefore not practicable to apply the same rate to each 
risk within a class. Forms and rates for this market 
definition are filed by rate service organizations. 

The Commission finds that competition may not be an 
effective regulator of rates' for this market segment and 
designates this' liability line as potentially 
noncompetitive. This market segment will again be monitored 
in the 1989 supplemental reports. and the Bureau will 
continue its efforts to identify the problem areas within 
this market definition. 



School Divisions Liabilitv 

Seventy-seven companies reported on the survey that 
they currently write this coverage and 64 of these companies 
are willing to write new business. An additional six 
companies that do not currently write this liability line 
expressed a willingness to provide the coverage. This 
demonstrates a marked difference when compared to the 1988 
supplemental reports which indicated only 12 companies were 
seeking new business in this market segment. 

Of the agencies surveyed, 184 stated that they 
represent licensed insurers that will provide the coverage. 
Of the agents who felt that market conditions had changed 
with respect to this coverage, 83% said that availability 
had improved and 78% said that affordability had improved in 
the past 12 months. 

Fifty-two surplus lines brokers stated that they could 
place this type of business. 

The 1988 supplemental reports indicate only moderate 
concentration in this market segment. Thirty-nine companies 
reported written premium in 1987 with the top three insurers 
accounting for less than 58% of the market share. 

Thirteen insurers reported filing independent rates 
for these classifications. The 60 companies using rate 
service organization filings reported rate deviations and 
modifications ranging from credits of up to 75% to debits of 
up to 50%. 

A telephone survey of five school boards revealed that 
all five were able to obtain more than one quote for general 
liability coverage. While it is difficult to make 
comparisons due to differences in exposures, limits and 
scope of coverage, the differences between the highest and 
lowest quoted prices ranged from $4,000 to $48,000. One 
official interviewed stated that, while last year the school 
division was self-insured due to unaffordability, premiums 
quoted this year were much more reasonable, allowing the 
school division to purchase commercial insurance. Other 
respondents indicated availability or affordability problems 
related to School Board Errors and Omissions liability. 

There would appear to be no significant operational or 
regulatory barriers to entry in this market segment. Rules, 
rates and forms for this coverage are filed by rate service 
organizations. Some overlaps and similarities exist between 
this market definition and the municipal liability market 
definition. 



Due to the incomplete nature of the 1988 supplemental 
report data, the Commission finds that competition may not 
be an effective regulator of rates for this market segment 
and designates this liability line as potentially 
noncompetitive. 

This liability line will again be monitored in the 
1989 supplemental reports, 



111. OTHER STUDIES 

United States General Accounting Office Insurance Study 

The combined results of the surveys and other research 
detailed above tend to show an overall-' increase in 
availability and af fordability of the various lines and 
subclassifications of commercial liability insurance in 
recent months. To put these results into perspective, it may 
be helpful to compare them to the results of a study 
conducted by the United States General Accounting Office 
(GAO) that was published in July, 1988. 

To obtain information on the availability and 
affordability of liability insurance, the GAO surveyed the 
buying experiences of a random sample of members of two 
national associations representing large and small 
organizations. The membership of the Risk and Insurance 
Management Society, Inc. (RIMS) includes 90 percent of the 
Fortune 1,000, as well as hospitals and universities. The 
membership of the National Federation for Independent 
Business, Inc. includes mostly small, owner-operated 
businesses. The GAO also surveyed a sample of insurance 
agents and brokers from three national associations: The 
Professional Insurance Agents of America, Inc:, The National 
Association of Professional Surplus Lines Offices, Ltd., and 
the National Association of Insurance Brokers. In addition, 
the GAO obtained information from six state insurance 
departments (Arizona, California, Illinois, Massachusetts, 
New York and Pennsylvania). 

According to the buyers, agents and brokers that GAO 
surveyed, most of the frequently purchased types of 
liability insurance were available in 1985 and 1986. With 
the exception of environmental liability, few reported 
either cancellations or non-renewals. Among the buyers, few 
reported either (1) going completely without coverage 
perceived as needed or (2) insuring in other ways, such as 
through self-insurance. But buyers did report that their 
liability insurance needs were not met as adequately in 1986 
as they had been in 1985. 

Despite the relative availability of liability 
insurance coverage, respondents to GAO questionnaires 
reported that costs increased for the types of coverage 
purchased most often. Larger organizations experienced much 
larger premium increases than did smaller organizations. 
Despite significant premium increases, however, the cost of 
liability insurance as a percentage of annual gross receipts 
was relatively small. 

According to insurance agents and brokers that the GAO 
surveyed, policy provisions defining policyholders' 
responsibilities often changed so as to make the 
policyholder bear more of the cost of potential liability- 



related incidents. 

Most of the respondents to the buyers survey 
maintained liability insurance coverage throughout 1985 and 
1986. Agents and brokers reported that few of their clients 
were unable to find any coverage in either year. 

Only one type of coverage, primary environmental 
liability, appeared to present a severe availability 
problem; according to nearly three-quarters of the Risk and 
Insurance Management Society respondents, this type of 
coverage was needed but they were not able to purchase it. 

The more frequently purchased types of coverage were 
relatively unaffected by policy cancellations or non- 
renewals. However, cancellations and non-renewals did occur 
for some types of coverage purchased less often. For 
example, according to over 23% of the respondents to one GAO 
questionnaire, directors8 and officers8 liability coverage 
was either canceled or not renewed; according to nearly two- 
thirds, at least one policy was not renewed for 
environmental liability coverage. 

For many buyers, policy limits or deductible amounts 
remained the same, even though premiums increased. Where 
there were changes, they were almost always to the buyers1 
detriment; limits decreased, deductibles increased, or both. 
The experiences of the agents and brokers were consistent 
with those of the buyers. 

For all four types of coverage for which GAO was able 
to collect suf f fcient cost data (primary commercial general 
liability [CGL], primary commercial auto liability, primary 
directors8 and off icers8 liability, and excess CGL) , 
policyholders paid more in 1986 than in 1985. Depending on 
the type of coverage, large organizations experienced median 
premium increases of 43% to 214% for coverage' in 1986. 
Although premium increases were large, insurance costs 
represented a relatively small proportion of responding 
large organizations8 annual gross receipts; insurance costs 
rose, on average, from .3% of gross receipts in 1985 to .6% 
in 1986. Given this small percentage, it seems unlikely 
that (1) increased insurance costs could have had a great 
effect on the costs of goods and services provided by the 
large organizations or (2) the viability of the 
organizations was threatened. GA08s sample, however, was 
designed to provide information about the experiences of a 
broad range of organizations; the sample would not have 
identified specific pockets of organizations that might have 
experienced such problems. 

The respondents of small businesses, like the 
respondents of large organizations, reported few problems in 
obtaining coverage, but of 57 respondents, 33 paid more for 
1986 coverage compared with 1985. Median premium increases 
for primary CGL (14%) and primary commercial auto liability 



(8%) were less than increases paid by large organizations. 
Of the 33 respondents with increased premiums, 19 had no 
change in deductibles or limits, across all types of 
coverage. As a percentage of annual gross receipts, the 
premium for small organizations respondents rose from 1% to 
1.2% between 1985 and 1986. 

GAO obtained information from six state insurance 
departments, which took a variety of legislative and 
regulatory actions. All adopted a Market Assistance Program 
(MAP)-a program to assist buyers in locating insurers 
offering coverage. Because of the decreasing numbers of 
consumers requesting their assistance, most of the 
department representatives believed that MAPS have been 
successful. Although data from the states show a decline in 
the number of requests for assistance in obtaining coverage, 
the data does not provide information that would allow 
assessment of MAPS themselves as crisis-easing mechanisms. 9" 



Goldman Sachs Insurance Rate Survey 

The Goldman Sachs Insurance Rate Surveys were 
initiated in January, 1988 to develop an accurate and 
objective picture of insurance pricing in the Ifmain streetw 
commercial insurance market.. The study was undertaken as 
investment research by an independent research firm. 

Survey forms were sent to approximately 1,000 
insurance agents across the country with a 19% response 
rate. 

The key concl~usions of the July, 1988 survey were as 
follows: 

1. Renewal premiums for commercial lines policies 
were declining more than they were six months 
ago. Most agents indicated that renewal premiums 
were down 11% to 30%, versus 1% to 20% in the 
January survey. 

2. Rate-cutting was still accelerating. More than 
half the agents said commercial lines premiums 
were declining more rapidly in July than in 
April. 

3. The general liability and commercial umbrella 
lines showed the greatest deterioration compared 
with the January survey. Agents stated renewal 
premiums were declining 11%-30%, versus 1%-10% in 
January. The price reductions in these lines did 
not seem justified given the large underwriting 
losses companies had sustained in them during the 
1980s. 

4. Competition was widespread, and increasing with 
annual premium size per account. 

5. Underwriting standards in commercial lines 
continued to loosen moderately. 

6. Coverage was more available; companies were 
giving larger package credits and offering higher 
policy limits and broader coverage terms without 
raising prices; agents were shopping renewal 
accounts more often; and commercial insurance 
buyers were purchasing more coverage. These 
trends are all signs of a softening market. (See 
Exhibits IV, and V.) 

The Goldman Sachs analysts made the following 
statements based on the data developed in their Furveys: 

The gap between agents' and company managements' 
views of market conditions continues to widen. 
Most company managements say that rates are not 



declining sharply; a few even said that their 
average renewal premiums rose in the second 
quarter. Even if the truth lies somewhere in 
between agentst and managementst descriptions of 
the market, it seems clear that price competition 
is worse than managements have been willing to 
acknowledge. This suggests that price-cutting 
will continue until reported financial results 
have deteriorated to the point where surplus 
begins to decline and net cash flow approaches 
zero or turns negative. We expect this to occur 
in late 1989, or more likely, 1990. The 
industry's combined ratio may peak at 112%-114% 
versus 104% in 1987. 

It is difficult to reconcile either agents' or 
company managementst statements about pricing 
with the reported figures for commercial lines 
premium volume. The industry's commercial lines 
premium volume was virtually flat in the second 
half of 1987 and down 2.5% in the first half of 
1988. This is not as low as 20%-30% reductions 
in renewal premiums would suggest, but is well 
below the long term 11%-12% growth rate in the 
industry's incurred losses. Moreover, premium 
growth should currently be above its long term 
trend; exposures are probably growing rapidly due 
to above average economic growth and insurers are 
raising their retentions. One thing is clear: 
premiums are not rising fast enough to keep up 
with loss costs. Therefore combined ratios are 
headed significantly higher. '3 



Use and 'Modification of Rates Filed By Rate Service 
Organizations 

A survey was conducted of the top 30 writers of 
commercial liability insurance (accounting for approximately 
73% of the 1987 written premium) to determine the degree to 
which rates for these insurers are established by rate 
service organizations and the extent and nature of rate 
differentials (deviations and modifications) being utilized 
by these companies. 

Of the 30 companies surveyed, 25 indicated that they 
use rates published by Insurance Services Office (ISO) , 
which is the most commonly used rate service organization 
for commercial liability lines. Four companies reported 
that they develop and file their rates independently and one 
insurer is no longer writing due to regulatory problems. 

Exhibit VI demonstrates that, among the 25 companies 
using IS0 rates, many are not using the most recent edition 
date. This means that many companies have not adopted all 
of the rate changes filed by ISO. Several companies are 
still using 1986 and 1987 rates and 24 of the 25 companies 
are applying a variety of deviations and modifications to 
the IS0 rates. 

In addition to the rate modifications displayed on the 
exhibit, most insurers apply additional discounts when 
liability insurance is "packagedw with other coverages in a 
single policy. While the majority of package discounts are 
in the 5% to 20% range, a number of insurers reported 
credits of 25%, 35%, and even 77%. 

A substantial portion of the written premium for 
commercial liability is attributable to premiums for 
coverages not included in the filings of rate service 
organizations, such as directors and officers liability, 
umbrella/excess liability, professional liability coverage 
for real estate agents, insurance agents, accountants, 
actuaries, broadcasters, book publishers, surveyors, and 
others. Consequently, the written premium reported by a 
company identified as a subscriber to rate service 
organization rates may consist primarily of coverage 
actually written using rates developed and filed 
independently by the insurer. Insurers may also file 
independent programs for specific industry classes in 
addition to IS0 rates. 

The relative use of independent rates, deviated rates, 
and various editions of IS0 rates by the top 30 writers is 
displayed in ~xhibit VII. 



It may also be relevant to note that the most recent 
rate filings made by IS0 for premises and operations and 
products and completed operations were overall rate 
decreases. Summaries of rate level changes for the lines 
examined in this report are displayed in Exhibits VIII and 
IX. 



Insurance Industry Profitability 

In an effort to determine whether a pattern of 
excessive rates may exist in relation to losses, expenses 
and investment income, the Bureau researched the general 
profitability of property and. casualty insurers as compared 
to other types of businesses. 

In the decade ending in 1987, Standard and Poor's 
composite average of stocks shows that the national property 
and casualty insurance industry earned an average return on 
common equity of 11.4%. This compares to returns for 
Standard and Poorg.s 500 Stocks Composite of 13.2%, 400 
Industrials of 13.7%, 40 Utilities of 12.7%, 20 
Transportations of 8.5%, 40 Financials of 10.5%, and Multi- 
Line Insurers of 12.5%. This demonstrates that the property 
and casualty insurance industry has not earned excessive 
profits relative to other sectors of the economy. This data 
is outlined in Exhibit X. 

Exhibit XI portrays a similar picture but focuses on a 
number of specific property and casualty insurers. The 
overall 5-year average return on year-end common equity for 
this group was 10.0% for the years 1984-1988. 

The Nature of the Insurance Underwritina Cvcle 

An insurance company derives its revenue from two 
primary sources: (1) the premiums paid by its policyholders 
and (2) the investment return which is generated from 
accumulated assets. The underwriting gain/loss is defined 
as the premiums earned during a given calendar period minus 
the losses and expenses incurred during that period. 

Historically, the property and casualty insurance 
industry has functioned in a manner consistent with the 
economic theory of supply and demand. Unlike other 
industries, however, the economic cycles of the insurance 
industry are often driven by sharp changes in supply (called 
capacity) rather than demand. During periods when 
profitability is perceived to be high, new capacity is 
attracted to the market. This results in more competitive 
pricing and a corresponding deterioration of underwriting 
profitability. 

This process continues until underwriting losses 
approach or exceed the level of investment income. 
Eventually, profitability reaches a level low enough to 
cause capacity to decline. This market contraction might 
consist of a reduction in writing, or withdrawal from the 
market, by insurers refusing to compete for business at 
unprofitable prices. This reduction in supply, combined 
with unprofitable results, leads to an increase in prices. 
As prices begin to fise, profitability improves, and the 
cycle repeats itself. 



Measurina Insurer Profitability 

The profitability picture of the property and casualty 
insurance industry has improved over the past two years. 

Despite the favorable results of 1986 and 1987, 
however, insurer profitability cannot be properly analyzed 
without comparing the industry's long-term financial results 
with those of other industry groups. 

The property and casualty insurance industry is 
characterized by a lower average rate of return than that of 
other industry groups. One explanation for this is that 
during the less profitable years of the underwriting cycle, 
insurers have had much lower profit ratios than other 
industries, but during the prosperous years they have only 
had slightly better profits than other industries. Each 
time profits increase, competition intensifies, driving 
prices down and preventing long periods of high 
profitability. 

From an investment standpoint, lower levels of 
profitability are generally considered acceptable as long as 
rates of return are fairly stable over time. The more 
variation in the rates of return, the riskier the investment 
and the greater the demand for higher profitability. During 
the 16 year period between 1970 and 1985, however, property 
and casualty insurers had more variable rates of return 
(making them riskier) and were less profitable on the 
average than the majority of other industries. 

In summary, although insurer profitability has 
improved in recent years, the property and casualty 
insurance industry over the long run does not appear to have 
been more profitable than the average for other industries 
over the same period of time. Rates of return have been 
more variable and periods of increased grofitability have 
not lasted for prolonged periods of time. 



~ffects .of Tax ~bform 

The Tax Reform Act of 1986 will impose substantial 
additional taxes on most property and casualty insurers, 
diminish after-tax income, and consequently have a dramatic 
effect on the availability .and affordability of certain 
lines and subclassifications of insurance. 

Although the maximum corporate tax rate of 46% under 
the previous law is reduced to 34% in 1988, this decline is 
more than offset by provisions in the law that broaden the 
taxable income of property and casualty insurers. 

The 1986 Tax Reform Act changes the definition of a 
property and casualty company's regular taxable income in 
three ways: 

1. Revenue Offset Twenty percent of the annual 
change in unearned premium reserves will be added 
to income and 1/6 of 20% of the December 31, 1986 
unearned premium reserve will be added to inco e 
in each of the six following years (1987-1992). t 

2. Loss Reserve Discountinq This timing device 
requires immediate payment of taxes on future 
investment income, ~ a t h e r  than a gradual payout 
over several years. 

3. Proration This provision effectively assigns a 
portion of previously tax exempt income to the 
taxable category; i.e., 15% of tax exempt 
municipal bond income from bonds purchased after 
August 7, 1986 and 15% of the deductible portion 
of di idends paid on stocks purchased after that 
date. B 

The new tax law will have a negative impact on the 
surplus and profitability of nearly every property/casualty 
insurer. The magnitude of this impact will depend on the 
type of business each insurer writes. 

Commercial liability insurers are the segment of the 
industry most seriously affected by the tax law, mainly 
because of the loss reserve discounting provision and its 
effect on writers of Itlong tailt1 casualty lines. Personal 
lines insurers8 shorter-tailed book of business helps lessen 
the discounting provision's effects but these insurers will 
still pay higher taxes. Consequently, the new tax law may 
have strong r percussions on the availability of some lines 
of insurance. % 

So far, however, the industry has avoided the full 
impact of the tax law changes, and its added obligations 
have been offset by loss carry-forwards and "fresh startw 
benefits. (The latter result from the fact that Congress 
forgave taxes on reserves on the books at the end of 1986, 



triggering a tax credit based on the difference between the 
actual loss and the now-discounted reserve set aside to pay 
for it.) But these credits are now beginning to expire. 9 



Insurance rate regulation in Virginia has followed a 
traditional pattern of reliance on direct government 
regulation only when .competitive forces are restrained or 
non-existent. 

In 1973, Virginia became the 16th state to rely on 
competition, rather than direct government rate approval, as 
the primary means of regulating most property and casualty 
insurance rates. As a result, most property and casualty 
insurance rates in Virginia are now established primarily by 
competitive forces in the market place in much the same way 
that prices are established in other sectors of the economy. 

IS0 Develo~ment of Virainia Commercial Liability Rates 

The liability rates filed by Insurance Services Office 
(ISO) for use in Virginia are based on Virginia data to the 
extent that data is credible. Virginia rates have not been 
increased to subsidize any real or perceived rate 
inadequacies in any other states. Virginia data is 100% 
credible for premises and operations liability 
classifications. 

Countrywide data is used for the development of 
products liability rates, since products manufactured in 
Virginia may be sold or used ,anywhere. Factors used for 
trending and loss development are generally based on a 
combination of 'irginia and countrywide data as credibility 
permits. 

Reaulation of Rates Under Section 38.2-1912 of the Code of 
Virainia (Prior Filinal 

If a determination is made, after a hearing by the 
Commission, that competition is not an effective regulator 
of rates for a particular line or subclassification of 
insurance, companies will then be required to file their 
proposed rates or rate changes, with full supporting data, 
at least 60 days before their effective date. 

The Bureau of Insurance subjects these rate filings to 
actuarial examination to establish whether the rates are 
excessive, inadequate or unfairly discriminatory and to 
determine whether rates are based on Virginia data, to the 
extent that such data is credible, and whether due 
consideration has been given to the factors outlined in 
Section 38.2-1904 of the Code of Virginia, including 
investment income. 



When rates submitted are not in compliance with the 
requirements of Section 38.2-1904, appropriate amendments 
are requested from insurers before such rates are accepted 
for filing. Companies may then make the requested changes, 
withdraw the filing, or request a hearing. 

Open Competition vs. Prior Approval 

A study published by the Palmer Bellevue Corporation 
in 1987 was undertaken to determine whether prior approval 
or open competition regulatory systems are more beneficial 
to consumers in terms of keeping insurance rates at the 
lowest possible level without driving insurers out of the 
market due to inadequate return on capital. Information 
used in the study was developed from official reports made 
by almost all insurers in all states, based on actual 
experience over a ten-year period. 

The real question, from a public policy standpoint, is 
whether customers purchasing insurance are getting the same 
value for their insurance dollars, or different values in 
different states, by reason of the type of ratemaking law in 
effect. The best measure of value is the loss ratio since 
it measures what the insurer pays out in losses for each 
dollar the insurer takes in by way of premiums. 

The study concludes that there is no indication 
whatsoever that prior approval systems cause insurers to 
endure higher pure loss ratios thus giving consumers better 
value for their insurance dollar. What evidence there is 
points in the direction of open competition inducing hfaher 
loss ratios and, therefore, greater value for insureds. 

Pro~osal to Prohibit Rate Service Oraanizations From Filing 
Averase Exoense Factors 

In October, 1988, the Commission recommended to the 
HJR 120 Joint Subcommittee that Section 38.2-1908 and other 
related sections of the Code of Virginia be amended to 
prohibit rate service organizations from filing final rates 
which include average expense factors. 

The result of this change would be to require each 
insurer to make a separate rate filing with the Bureau of 
Insurance using its own expense component. The companies 
would continue to be allowed to use advisory loss cost data 
published by rate service organizations, with each company 
adding its own expense component and filing its own final 
rates. 

The Commission has further recommended that the 
advisory loss costs data filings of rate service 
organizations be made subject to the 60-day prior filing 
provisions of Section 38.2-1912 of the Code to allow for 
actuarial review by the Bureau of Insurance. An appropriate 



amendment to the statute has been proposed. 

Because of statistical credibility considerations, 
insurance companies have historically been permitted to 
combine loss cost data; however, this exemption from anti- 
trust statutes does not logically extend to expense factors. 
Each company should be able to project its own expense 
component without reliance on a rate service organization. 

The proposed changes to the Code are expected to 
enhance competition in the commercial liability insurance 
lines and subclassifications where final rates are currently 
developed and filed-by rate service organizations. 



V. ALTERNATE MARKETS 

Approved Surplus Lines Insurers 

A review of surplus lines affidavits filed during the 
first three quarters of 1988 indicates that the coverages 
identified as potentially noncompetitive in the 1987 
supplemental report forms are being written, in significant 
numbers, in the surplus lines market. 

It should be noted, however, that the rates and forms 
used by these insurers for commercial liability insurance 
are unregulated. Additionally, these companies are not 
members of the Virginia Property and Casualty Guaranty 
Association which affords protection to policyholders in the 
event of insurer insolvency. 

Risk Retention Groups and Purchasing Groups 

The Federal Liability Risk Retention Act of 1981 was 
established to respond to the products liability crisis of 
the late 1970s when products liability insurance became both 
unavailable and unaffordable. The Federal Act was broadened 
in 1986 to include most forms of commercial liability. 

Chapter 51 was added to Title 38.2 of the Code of 
Virginia in 1987 to regulate the formation and operation of 
risk retention groups and purchasing groups in this 
Commonwealth. 

A risk retention group is a corporation or other 
limited liability association whose primary activity 
consists of assuming and spreading all, or any portion of, 
the liability exposure of-its group members whose liability 
exposures must be similar or related in nature. Exhibit XI1 
is a listing of recognized risk retention groups formed to 
provide coverages identified in the 1988 supplemental 
reports. 

A purchasing group is a group formed for the purpose 
of purchasing insurance on a group basis for its memberst 
similar or related exposures from a licensed insurer, an 
approved surplus lines company, or a risk retention group. 
Exhibit XI11 is a listing of recognized purchasing groups 
providing coverages identified in the 1988 supplemental 
reports. 

Again, it should be noted that, except in the case of 
purchasing groups using licensed insurers, rates and forms 
are largely unregulated and the protection of the Virginia 
Property and Casualty Guaranty Association does not apply. 



Group Self-Insurance pools for Municipalities 

Group self-insurance pools for municipalities have 
become a major alternative to traditional insurance in 
providing liability coverage for municipalities. A national 
survey published by the Public Risk Management Association 
in 1988 revealed that pooling by public entities has 
increased significantly over the past several years. 

In 1986, the Virginia General Assembly enacted 
legislation allowing the formation of local government group 
self-insurance pools. The law requires all such pools to be 
approved by the S-tate Corporation Commission prior to 
operation. 

The Virginia Municipal Liability Pool was licensed on 
June 30, 1986 and currently has 67 members. Membership in 
the Virginia Municipal ~iabil'ity' Pool is available to 
cities, counties, towns and school systems which meet the 
following underwriting requirements: 

1. localities under 50,000 in population; 
2. localities between 50,000 and 75,000 in 

population with good loss ratios, stable 
population and a strong financial picture; and 

3. school systems meeting the above population 
criteria with a good loss history. 

Local government group self-insurance pools are not 
protected by the Virginia Property and Casualty Insurance 
Guaranty Association and members may become liable for 
unpaid claims in the event of insolvency of their pool. 



A number of amendments to the Code of Virginia have 
been effected since 1986 in an effort to afford additional 
protection to commercial liability insurance consumers. 

Section 38.2-231 of the Code was added in 1986 to 
require 45 days written notice of cancellation or non- 
renewal (15 days if for non-payment of premium).. This 
section was amended in 1987 to extend notice requirements to 
include increases in rates greater than 25%. 

Section 38.2-305 of the Code was amended in 1988 to 
require insurers to add a notice to every policy providing 
the address and phone number of the insurer and the Bureau 
of Insurance and informing the policyholder of the 
appropriate parties to contact for assistance. 

The Bureau of Insurance also maintains a consumer 
services department and a toll-free "hotline" telephone 
number for consumer inquiries and complaints. During fiscal 
year 1986-87, the consumer services section received 285 
general liability complaints and 81 medical malpractice 
complaints. For the 1987-88 fiscal year, the number of 
complaints decreased to 229 for general liability and 38 for 
medical malpractice. 

The Virginia Market Assistance Program (MAP) was 
established in January, 1986. This was a voluntary plan to 
assist commercial liability insurance consumers in 
alleviating the availability problems encountered with 
respect to such lines as municipal liability (excluding 
pollution coverages), day care providers liability, liquor 
liability, and products liability insurance. Twenty 
insurance companies participated in the program. The 
program was deactivated by the Commissioner of Insurance in 
April 1987, due to the lack of applications for assistance. 

Currently under development by the Bureau of Insurance 
is a program to assist consumers in locating companies 
seeking to write coverages where the consumer has 
encountered an availability problem. This program will be 
in the form of an information and referral system developed 
from market research conducted by Bureau personnel. 

In order to provide for a dialogue between regulators 
and insurance consumers, consumer advisory committees will 
be established with respect to the following lines of 
commercial liability insurance: 

. Commercial Contracting Liability . Day Care Liability . Municipal Liability . Products and Completed Operations Liability . Recreational Liability . School Divisions Liability 



In addition, public hearings with Virginia insurance 
consumers will be conducted, as often as quarterly, 
throughout the State to solicit consumer input with respect 
to the level of competition, availability and affordability 
of all the various lines. and subclassifications of 
commercial liability insurance. 



VII. SUMMARY AND DESIGNATION OF POTENTIALLY 
NONCOMPETITIVE LINES AND SUBCLASSIFICATIONS 

Bureau survey results indicate that competition is 
increasing in the commercial liability insurance market. 
Availability has improved for most coverages in the past 
year and rates have decreased for many classifications. The 
increasingly competitive nature of the market is 
demonstrated by the extensive use of rate modifications such 
as experience, schedule, and package modifiers and rate 
deviations. (See Exhibit XIV for a summary of some of the 
survey results.) Bureau surveys also developed evidence of 
untapped markets with respect to several market segments. 
Exhibit XV is a listing, by line, of insurers who are 
willing to write certain coverages but who are not currently 
writing them. 

Due to the questionable accuracy of the data developed 
with respect to the 17 lines included in the 1988 
supplemental reports, the Commission will again require 
supplemental reports for these lines. Within broad market 
definitions that are apparently competitive, the Bureau will 
attempt to identify any specific subclassifications where 
availability or affordability problems may exist. An 
attempt will also be made to separate lines and classes 
which overlap in order to improve the credibility of the 
data. The excess/umbrella liability market will not be 
separately surveyed since it is, in fact, an extension of 
the limits of the primary coverage provided for the various 
liability lines and subclassifications. The 14 additional 
troubled lines and subclassifications identified by 
respondents to the current survey will also be included in 
the 1989 supplemental report forms. These 31 lines and 
classes represent more than 1,300 separate liability 
subclassifications. 

The Commission therefore designates as potentially 
noncompetitive the following lines and subclassifications of 
commercial liability insurance: 

. Architects and Engineers Professional Liability 

. Asbestos Abatement Contractors Liability 

. Commercial Contractors Liability (approximately 
100 subclassifications) 

. Dams (existence hazard) Liability 

. Day Care Liability 

. 'Detective or Investigative Agencies Liability 
(private) 

. Directors and Officers Liability 



Environmental Impairment Liability 

Gas Companies Liability 

Insurance Agents Professional Liability 

Landfill ~iability 

Law Enforcement Agencies Liability 

Lawyers Professional Liability 

Liquor Liability 

Medical Professional Liability 

Municipal Liability 

Pest Control Liability 

Products and Completed Operations Liability 
(approximately 1000 subclassifications) 

Public Housing Liability 

Public Officials Errors and Omissions Liability 

Real Estate Agents Professional Liability 

Recreational Liability (approximately 200 
subclassifications) 

Rental Stores (machinery or equipment) Liability 

School Board Errors and Omissions Liability 

School Divisions Liability 

Security and Alarm Systems Installation Liability 

Security Guards Liability 

Sewage Treatment Plants Liability 

Underground Tanks Liability 

Volunteer Fire Departments and Rescue Squads 
Liability 

Water Treatment Plants Liability 



The remaining lines and subclassifications of 
commercial liability insurance, not listed above, are found 
to be generally competitive. Bureau surveys found no 
evidence to indicate significant availability or 
affordability problems in these other market segments which 
include most habitational classes (apartments and rental 
housing), retail and wholesale establishments, service 
businesses, and processing risks, as well as many 
professional liability lines. 

DESIGNATION OF DATE TO FILE SUPPLEMENTAL REPORTS 

Pursuant to Virginia Code Section 38.2-1905.2.C., 
insurers writing the potentially noncompetitive lines, 
subclassifications and types of coverages designated above 
will be required, on or before May 1, 1989, to file 
supplemental reports for further investigation and hearings 
by the State Corporation Commission. 
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Rate'competition Survey - 
Commercial Contracting Liability 

The following is a summary of quotations received from 
major writers of -commercial liability coverage for a 
hypothetical commercial contracting risk. 

The specifications presented to each insurer were as 
follows: 

Exposure : Payroll of $707,600, ~eceipts of $3,000,000 

Classifications: Masonry 
Carpentry 
Painting, interior 
Painting, exterior 
Executive Supervisors 

Coverages: 

Limits: 

Premises and Operations 
Products and Completed Operations 

Bodily Injury, Property Damage, Personal 
Injury and Advertising Injury: 

$500,000 each occurrence and aggregate 
Products and Completed Operations: 

$500,000 each occurrence and aggregate 
Fire Damage sub-limit: 

$25,000 (any one fire) 
Medical Payments sub-limit 

$5,000 (any one person) 

Each insurer was asked to develop their premium based 
on the company's filed rates, without modification, and to 
then apply any applicable rate modifiers to develop the 
actual premium to be charged. Insurers were also asked to 
indicate the edition date of the IS0 rate being used, where 
applicable. 
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COMMERCIAL CONTRACTOR QUOTES 

Filed Rate Modified 
Premium Premium 

Aetna Casualty & 
Surety Ins. Co. $45,948.00 $24,624.00 

Bituminous Cas. Corp. $71,555.00 $46,511.00 

CNA Ins. COS. $46,880.00 $18,278.00 

Chubb Group (Federal 
Ins. Co.) $35,397.00 $23,575.00 

Commercial Union $72,125.00 $38,948.00 

Continental Ins. Co. $36,686.00 $25,882.00 

Crum & Forster 
~ommercial Ins. Co. $71,556.00 $22,897.00 

Fireman's Fund Ins. 
Company $71,557.00 $50,804.00 

Great American Ins. 
Company $96,317.00 $51,722.00 

Hanover Ins. Co. $71,347.00 $71,347 -00 

Hartford Ins. Group $50,950.00 $36,684.00 

Liberty Mutual Ins. $67,729.00 $32,510.00 

Maryland Casualty 
Ins. Co. $61,305.00 $30,898.00 

Ohio Casualty Ins. 
Company $60,002.00 $34,801.00 

Pennsylvania Manu- 
facturers, Assoc. $54,095.00 $40,570.00 

Pennsylvania Nattl 
Ins. Co. $73,564.00 $55,173.00 

Reliance Ins. Co. $89,545.00 $53,727.00 

Rockwood Ins. Co. $72,364.00 $68,016.00 

Royal Ins. Co. $67,729.00 $60,359.00 

IS0 
Rate Edition 

Independent 

12/88 

4/87 
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St. Paul Fire & 
Marine Ins. Co. 

Selective Ins. Co. 
of America 

Travelers 1ns.Co. 

United States Fid. 
& Guaranty 

Utica National 

Virginia Mutual 

Zurich-American Ins. 
Group 

Filed Rate 
Premium 

Modified 
Premium 

IS0 
Rate Edition 

Independent 



Exhibit I1 

LICENSED CHILD CARE CENTER SURVEY RESULTS 

Tota l  Have you had D i f f i c u l t y  I f  yes, was the  d i f f i c u l t y  Have you been cancel led or 

Surveyed obta in ina insurance? Due to: non-renewed i n  Last 3 veers? 

No - - Yes A v a i l a b i l i t y  A f f o r d a b i l i t y  - N o - Yes 

9 1 63 28 14 14 73 18 

(100%) (69%) (31%) (50%) (50%) (80%) (20%) 

LICENSED FAMILY DAY CARE HOMES SURVEY RESULTS 

Have you had d i f f i c u l t y  

To ta l  Do you have I f  yes, i s  your coverage p a r t  due t o  a v a i l a b i l i t y  o r  
Surveyed l i a b i l i t y  Ins? o f  homeowners p o l i c ~ ?  a f f o r d a b i l i t v ?  

- No - Yes - N o - Yes - N 0 Yes - 

*2 cou ld  not  answer t h i s  question. 



NUMBER - PO YOU HAVE COMMERCIAL UPERIENCED A V U l L I T I  CA N SORWN1FlCANT R A T E  REDUCTIONS I N  

SURVEYED &lABILITY IWSURANCEZ PROBLEMSt LAST Y E A R 1  INCREASE LAST YEAR? COVERAGE LAST Y E A R ?  

(YES) (NO) (YES) (NO) (YES) (NO) (YES) (NO) (YES) (NO) 

Amateur A th le t ic  Games I 2 I 2 I I 1 I 1 1 I 2 I 1  I 1 I 1  I 1  

I I 1 I I I I 1 I I I 
Amusement Parks I 1 I 1 I I I 1 I I 1 I 1 I I 1  1 

I I I I I I I I I I I 
P_in~o Games 1 3 1 2 1 1 I I 3 1 1 2 1 I 2 I 1 2  

I I I I I I I I I I I 
r t i n n  Lanes 1 3 I 3 I I I 3 I 1 3 1 I 3  I 1 3  

I I I I I I I I I I I 
m~arounds I 7 I f I I 1 I 6 1 I 7 1 I 7  I 1 7  

I I I I I 1 I I I I I 
nuntry Clubs I 7 I 7 --- 1 I 6 I I 7 I 1 7  1 1 7  

I I I I I I I I I I I 
Exercise or Health Clubs1 7 I 6 I 1 I 4 I 3 I 1 7 I 1  I 5 I I 6  - 

I I I I I I I I I I I 
i r s  I 4 I 4 I I 1 I 3 I I 4 I I 4  I 1 4  

I I I I I I I I I I I 
rrseback Ridina 1 9 I 7 I 2 I 6 I 3 1 1 7 I 3 1 4  I 1 7  

I I I I I I I I I I I 
fi iature Golf I 1 I 1 I I I 1 I I 1 I 1 1 I I 1  

I I I I I I I I I I I 
Movie Theaters I 1 1 1 I 1 1 1 1 1 1 1 1 1  1 I 1  

I I I I I I I I I 1 I 
Yeifihborhood Recreatioq I I I I I I I I I I I 

Associations I 1  I 1 1 I 1 1 1 I 1 1 1 1 I I 1  

I I I I I . I I I I I I 
parades I 3 I 3 I I 1 I 2 I I 3 I 1 1  2 1 1 3  

I I I I I I I I I I I 
Race Tracks I 1 I 1 I I I 1 I 1 1 1 I 1 1 I 1  

I I I 1 I I I I I I 1 
jkatina Rinks 1 2 I 2 I 1 1 I 1 I I 2 1 1 2 I 1 I 1  

I I I I I I I I I I I 
Stad ius  I 1 I 1 I I I 1 I I 1 I 1 1  I 1  

(YES) (NO) (YES) (10) (YES) (NO) (YES) (NO) ( Y E S )  (NO) 

TOTALS - 
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l3 
COUNTRYWIDE SURVlEY OF INSURANCE AVAILABILITY 

H 
a T GENERAL LIABILITY 
H 

X 
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24.3 
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CHART KEY 

I. Abbreviations: 

GL - General Liability 

O,L&T - Owners, Landlords and Tenants 

M&C - Manufacturers and Contractors 

Prod/CoOp - Products and Completed Operations 

OCP - Owners and Contractors Protective Liability 

Prem/Op - Premises and Operations 

E/S - Experience/Schedule 

11. Column Headings 

Co. # - See corresponding list of 
companies for individual company 
name. Companies are listed by 
market share with #1 being the 
company with the largest written 
premium for 1987. 

GL Rates Edition Dates - The edition date of the rates 
being utilized by the specified 
company. 

GL Deviations - A deviation is a statement 
filed by an insurer that the 
insurer will use, with every 
policy, rates which differ from 
IS0 rates by a specified 
percentage. 

Schedule Credit/Debit - A credit or debit applied to an 
individual risk based on the 
characteristics of that particular 
risk (i. e. , good management would 
produce a credit, whereas poor 
management would produce a debit). 

Expense Debit/Credit - A debit or credit applied to an 
individual risk to reflect a 
difference in company expenses 
(such as agency commission) 
applicable to that risk. 

Method of Combining E/S 
and expenses - Indicates the method the 

company is utilizing to combine 
experience rating, schedule rating 
and expense modifications into one 
factor. Experience modification 
reflects the individual risk's 
paid losses compared to premiums 
charged. 
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Company # Company Name 

National Union Fire Insurance Company 
of Pittsburgh, PA 

The Aetna Casualty and Surety Company 
Federal Insurance Company 
Hartford Accident and Indemnity Company 
Liberty Mutual Insurance Company 
The Virginia Insurance Reciprocal 
Continental Casualty Company 
The Travelers Indemnity Company 
United States Fidelity and Guaranty Company 
The American Road Insurance Company 
Insurance Company of North America 
The Charter Oak Fire Insurance Company 
Nationwide Mutual Insurance Company 
United States Fire Insurance Company 
The Travelers ~ndemnity Company of Illinois 
Pennsylvania Manufacturers Association 
Insurance Company 

St. Paul Fire and Marine Insurance Company 
Fidelity and Guaranty Insurance 
Underwriters, Inc. 

International Insurance Company 
The Home Indemnity Company 
Federated ~utual Insurance Company 
State Farm Fire and Casualty 
The Continental Insurance Company 
The Cincinnati Insurance Company 
The Home Insurance Company 
The American Insurance Company. 
American Casualty Company of Reading, 

Pennsylvania 
Imperial Casualty and Indemnity Company 
New Hampshire Insurance Company 
Old Republic Insurance Company 



2 4-87 .a . 5 m  to *sox r m  AM -- 

5 4-87 mau -25% to * a x  r m  k l t i p l y  

hspitat n l a t d  - a x  to * a x  r m  ~ d d  
risk -m 
A l l  ottum - 0 

8 4-87 10.11 -4OX to *&OX -ZSX to * ~ S X  Multiply 

13 4-87 M m  - a x  to * a x  , r m  Multiply 

14 4-07 r m  - 4 m  to - 4 m  .ZSX to *ax add 

- 
IS 4-07 ~m - 4 m  to Ym I- ~ d d  

16 4-87 -25% -2% t o  * d X  -25% to *251 Multiply 

19 7-OC~ krr -402 to 4 O l  -2% to *ZSX (Add L/S) a EIPNUC 

20 8-06 Im -M to 4 D l l  - 14% (Add E/S) r E l p r n r c  

24 4-87 u r n  - 2 S l  to -25% -25% to r251 (Add € I S )  x €rpme 



TOP THlR2"y COMPANIES SURVEYED 
73% OF TOTU P m  VoLUM]& 

FOR m G f M t A  0-I3 IJABIIJTy FOR 1981 

hS 1MEPEM)ENT RATES 0 1908 IS0 RATES B 1986/87 IS0 RATES 

El 1986 IS0 RATES B N/A 0 1907 IS0 RATES 



EXHIBIT V I I I  
Page 1 

IS0 RATE LEVEL CHANGES 
Premises and Operations Coverage 
for Pest Control, School Divisions 

Recreational Classes and Day Care Liability 

Class Code Description 
Rate Level Change 
Increase Decrease 

43470 Exterminators  -4.1% 

4747 3 Pub l i c  ~ i g h '  Schools 
T e r r i t o r y  1 

2 
3 
4 

-4.7% 
no change 

+7.7% 
-6.3% 

47471 Pub l i c  Primary & Middle Schools  
T e r r i t o r y  1 +5.2% 

2 +3.9% 
3 +21.9% 
4 -6.3% 

47474 Trade o r  Vocat ional  Schools 
T e r r i t o r y  1 

2 

67507 Schools-NOC 
T e r r i t o r y  1 

2 
3 
4 

10015 Amusement Cente rs  
T e r r i t o r y  1 

2 
3 
4 

40046 Saddle  Animals f o r  Rent 
T e r r i t o r y  1 

2 
3 
4 

-3.3% 
no change 
-11.0% 
no change 



EXHIBIT V I I I  
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IS0 Rate Level Changes 
Page 2 

Rate Level Change 
C l a s s  Code Descr ip t ion  Increase  Decrease 

40047 Saddle Animals-Private 
T e r r i t o r y  1 no change 

2 +5.3% 
3 -4.1% 
4 . . -2.3% 

10052 Arche ry Ranges-Indoor 
T e r r i t o r y  1 -4.8% 

2 +5.4% 
3 no change 
4 -5.6% 

10054 Arche ry Ranges-NOC 
T e r r i t o r y  1 

2 

4 0060 A t h l e t i c  Games Sponsored by Insured 
T e r r i t o r y  1 

2 +14.8% 
3 +4.4% 
4 

40062 A t h l e t i c  Games o r  Contests i n  Bldg. ( l e s s e e s )  
T e r r i t o r y  1 

e 

10131 Bazaars-ope rated by insured 

10120 Bath hou see 
T e r r i t o r y  1 

2 +4.0% 
3 
4 

no change 
-5.6% 

no change 

no change 

no change 

47420 Saunas & Baths-Public 
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IS0 Rate  Level Changes 
Page 3 

Rate Level Change 
Increase Decrease Class Code Descri~tion 

Beach Cha i r s  & Umbrellas Renta l s  
T e r r i t o r y  1 

2  
3 
4 

Swimming Pools-Commercially Operated 
T e r r i t o r y  1 

2  +4.2% 
3 
4 

Swimm ing  Po 01s-NOC 
T e r r i t o r y  1 

2  

Bicycles-rented t o  o t h e r s  
T e r r i t o r y  1 

2 +3.6% 

B i l l i a r d  o r  Pool H a l l s  
T e r r i t o r y  1 

2 

Bowling Lanes 
T e r r i t o r y  1 

2 

Bingo Games-Public Halls-Commercial 
T e r r i t o r y  1 

2  +3.5% 

Boat Yards o r  Marinas-Public +3.5% 

Canoes o r  RowBoats f o r  Rent no change 

Canoes o r  Rowboats no t  f o r  Rent no change 
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IS0 Rate Level Changes 
Page 4 

Class Code Descrintion . 
Rate Level Change 
Increase Decrease 

10117 Motor o r  S a i l b o a t s  Rented t o  Others  no change 

Camps-For P r o f i t  
T e r r i t o r y  1 

10330 Campgrounds 
T e r r i t o r y  1 

2 
3 
4 

4142 2 Canps-Not f o r  P r o f i t  
T e r r i t o r y  1 

2 

10377 Carn iva l  o r  Circus- in .  t e n t s -  sponsors  r i s k  
T e r r i t o r y  1 -20.2% 

2 -8.6% 
3 -11.4% 
4 -7.5% 

10376 Ca rnival-out  s ide-sponsors  r i s k  

11138 Clubs-country o r  go l f  
T e r r i t o r y  1 

2 

4 1  6 64 Clubs-horseback r i d i n g  
T e r r i t o r y  1 

2 
3 
4 

41665 Clubs-Raquet Spor t s  & Handball 
T e r r i t o r y  1 

2 +5.4% 
3 

- 4 

no change 

-19.2% 
no change 

-6.0% 
-22.0% 

no change 
-5.6% 



EXHIBIT V I I Z  
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I S 0  R a t e  L e v e l  Changes 
Page 5 

C l a s s  Code D e s c r i p t i o n  

11270  Dance Halls or Ba l l rooms  
T e r r i t o r y  1 

2 
3 
4 

44311 E x e r c i s e  or H e a l t h  C l u b s  
T e r r i t o r y  1 

2 
3 
4 

6 3212 E x h i b i t i o n  o r  C o n v e n t i o n  B u i l d i n g s  
T e r r i t o r y  1 

2 

63213 E x h i b i t  i o n s  i n  Buildings-NOC 
T e r r i t o r y  1 

2 
3 
4 

43421 E x h i b i t  i o n s  O u t s i d e  
T e r r i t o r y  1 

2 
3 
4 

R a t e  L e v e l  Change 
Increase D e c r e a s e  

43422 E x h i b i t i o n s  O u t s i d e - G r a n d s t a n d s  & Usher s  
T e r r i t o r y  1 

2 

435 1 8  F a i  rs-Out s i d e - O p e r a t o r s  R i s k  
T e r r i t o r y  1 

2 
3 
4 

-22 05% 
no  change  
-12.9% 

-8.7% 

43626 F i r e w o r k s - C o n t r a c t o r s  R i s k  no  change  
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IS0 Rate Level  Changes 
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C l a s s  C o d e  
Rate Level C h a n g e  

Increase D e c r e a s e  

43627 Fireworks-Sponsors R i - s k  L 

T e r r i t o r y  1 -21.3% 
2 -8.6% 
3 -12.8% 
4 -10.8% 

43760 F i sh ing  ponds-Commercial no change 

Golf Driving Ranges 
T e r r i t o r y  1 -5.1% 

+5.2% 
n o  change 

-5.1% 

44069 Minia ture  Golf Courses 
T e r r i t o r y  1 -5.2% 

2 +5.3% 
3 no change 
4 -5.7% 

44070 Golf Courses-Municipal o r  Pub l i c  
T e r r i t o r y  1 

2 
3 
4 

44072 Golf mobiles-rented t o  o t h e r s  
T e r r i t o r y  1 

2 
3 
4 

44 275 Hal 1s 
T e r r i t o r y  1 

2 

66309 L i b r a r i e s  
T e r r i t o r y  1 

2 

46425 Museums. 
T e r r i t o r y  1 

2 
3 
4 

no change 
+8.1% 

-4.2% 
-1.7% 

-4. 0% 
no change 
-10.7% 
no change 

-4.0% 
no change 
-10.7% 
no change 
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IS0 Rate Level  Changes 
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Class Code ~ e s c r i ~ t i ~ n  

15655 Nightclubs ,  Discotheques 
T e r r i t o r y  1 

2 
3 
4 

46911 Race Tr ac ks-Motor Vehic les -opera tors  
T e r r i t o r y  1 

2 
3 
4 

46912 Race Tr acks-NOC-operators 
T e r r i t o r y  1 

2 
3 
4 

47221 Riding Academies 
T e r r i t o r y  1 

2 
3 
4 

473 18 Rodeos 
T e r r i t o r y  1 

2 
3 
4 

48177 Ice Ska t ing  Rinks 
T e r r i t o r y  1 

2 

4 81 78 R o l  le r Ska t ing  Rinks 
T e r r i t o r y  1 

2 
3 
4 

48206 . Skee t  o r  Trap Shooting Ranges 

48252 Ski  L i f t s ,  Tows o r  Runs 
T e r r i t o r y  1 

2 

Rate Level Change 
Increase Decrease 

-19.3% 
no change 

-5.9% 
-22.1% 

no change 

no change 
+5.6% 

-3,6% 
-2.4% 
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IS0 Rate Level Changes 
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C l a s s  Code Desc r ip t ion  

48441 Soap Box ~ e r b i e s  

48556 Soc ia l  Gather ings  & Meetings 

9 911 1 Stables-Boarding,  Livery,  Racing 

4 86 34 Stadiums-operated by insured  
T e r r i t o r y  1 

2 
3 
4 

48808 Sun Tanning Salons  
T e r r i t o r y  1 

2 

49111 T e n t s  o r  Canopies Rental  

T e r r i t o r y  1 
2 

49181 Drive-In Thea t res  
T e r r i t o r y  1 

2 
3 
4 

49183 Motion P i c t u r e  Thea t r e s  
T e r r i t o r y  1 

2 
3 
4 

9 97 18 Trave l ing  T h e a t r i c a l  Companies 

49333 Trave l  Agency Tours 

49870 YMCA, YWCA & s i m i l a r  i n s t i t u t i o n s  
T e r r i t o r y  1 

2 

R a t e  Level  Change 
I n c r e a s e  Decrease 

no change 

no change 

no change 

no change 

no change 
+2.8% 

-4.5% 
-2.3% 
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C Class ode pekcrl~txon . . Rate Level  Change 
Increase  Decrease 

41712 bay Care Centers (rated by a r e a - s q . f t . )  
Terr i tory  1 -3.2% 

2 no change 
3 - 4 . 0 %  
4 -3.3% 

41714 Day Care Centers 
(rated by number o f  persons)  

no change 



EXHIBIT IX 
I S 0  RATE LEVEL CHANGES FOR PRODUCTS AND COMPLETED OPERATIONS PAGE 1 

CLASS CODE DESCRIPTION 

A i r  C o n d i t i o n i n g  Equipment - d e a l e r s  
A p p l i a n c e  D i s t r i b u t o r s  - househo ld  
A p p l i a n c e  S t o r e s  - househo ld  
Army and Navy S t o r e s  
A u t o m o b i l e  P a r t s  and S u p p l i e s  - d i s t r i b u t o r s  
A u t o m o b i l e  P a r t s  and S u p p l i e s  - s t o r e s  
A u t o m o b i l e  R e p a i r  o r  S e r v i c e  Shops 
A u t o m o b i l e  R e p a i r  Shops - s e l f - s e r v i c e  
B a k e r i e s  
Beau ty  P a r l o r s  & H a i r  S t y l i n g  Sa lons  
Beverage D i s t r i b u t o r s  - a l c o h o l i c ,  n o t  bee r  
Beverage D i s t r i b u t o r s  n o n a l c o h o l i c  and bee r  
Beverage S t o r e s  - l i q u o r  and wine 
Beverage S t o r e s  - s o f t  d r i n k s  and bee r  
B u i l d i n g  M a t e r i a l  D e a l e r s  
B u i l d i n g  M a t e r i a l  D e a l e r s  - 

secondhand m a t e r i a l s  
B u i l d i n g  M a t e r i a l  D i s t r i b u t o r s  
Candy o r  C o n f e c t i o n e r y  S t o r e  . 
C a t a l o g  o r  Premium Coupon Redempt ion S t o r e  
C a t e r e r s  
C l o t h i n g  o r  U e a r i n g  Appare l  S t o r e  
C lubs  - c o u n t r y  o r  g o l f  
C o n t r a c t o r s  Equipment D e a l e r s  - l adde rs ,  

e x c l u d i n g  h o i s t s ,  s c a f f o l d s ,  o r  t owers  
C o n t r a c t o r s  Equipment D e a l e r s  - Ladders, 

h o i s t s ,  s c a f f o l d s ,  o r  t o w e r s  
Cosmet ic  H a i r  o r  S k i n  P r e p a r a t i o n  S t o r e s  
D a i r y  P r o d u c t s  o r  B u t t e r  and Egg S t o r e s  
D e l i c a t e s s e n s  
D e n t a l  L a b o r a t o r i e s  
Depar tment  o r  D i s c o u n t  s t o r e s  
D i s t r i b u t o r s  - f o o d  o r  d r i n k  
Drug D i s t r i b u t o r s  
D r u g s t o r e s  - no t a b l e  o r  c o u n t e r  s e r v i c e  

f o r  beve rage  o r  f o o d  
D r u g s t o r e s  
E l e c t r i c a l  Equipment D i s t r i b u t o r s  
Fence D e a l e r s  
F i r e  P r o t e c t i o n  Equipment D e a l e r s  
F l o o r  C o v e r i n g  S t o r e s  
F rozen  Food - d i s t r i b u t o r s  
F r u i t  o r  Vege tab le  D e a l e r s  
F r u i t  o r  V e g e t a b l e  D i s t r i b u t o r s  
F u e l  D e a l e r s  o r  D i s t r i b u t o r s  - 

c o a l  o r  wood 
F u e l  O i l  o r  Kerosene D e a l e r s  
F u e l  O i l  o r  Kerosene D i s t r i b u t o r s  
F u r n i t u r e  S t o r e s  
Gas D e a l e r s  - LPG 
Gas D i s t r i b u t o r s  - LPG 
G lass  D e a l e r s  and G l a z i e r s  
G r a i n  M i l l i n g  
G r o c e r y  D i s t r i b u t o r s  
G r o c e r y  S t o r e s  
Hardware and T o o l  D i s t r i b u t o r s  
Hardware S t o r e s  
H e a r i n g  A i d  S t o r e s  
H e a t i n g  o r  combined H e a t i n g  and 

A i r  C o n d i t i o n i n g  Systems o r  Equipment - 
d e a l e r s  o r  d i s t r i b u t o r s  o n l y  

Home Improvement S t o r e s  
I c e  Cream S t o r e s  
Mach ine ry  o r  Equipment D e a l e r s  - 

y a r d  o r  ga rden  
Marke ts  - open a i r  
Meat, F i sh ,  P o u l t r y  o r  Seafood - d i s t r i b u t o r s  
Meat, F i s h ,  P o u l t r y  o r  Seafood S t o r e s  
M e t a l  Sc rap  D e a l e r s  
O i l  R e f i n e r i e s  

RATE LEVEL CHANGE 

INCREASE DECREASE 

- 1 4 . 1 %  

No Change 
No Change 

+6.4% 
- 1 2 . 4 %  
- 2 0 . 0 %  

+24 .1% 
- 2 5 . 4 %  

+37.1% 
- 1 7 . 5 %  

- 4 . 3 %  
+49 .4% 
+50 .0% 
+24.1% 

- 2 0 . 8 %  
+28.6% 

+1 .7% 
No Change 

- 1 7 . 5 %  
+37 .1% 
+18.5% 
+16 .1% 

No Change 



CLASS CODE DESCRIPTION 

EXHIBIT 3X 
PAGE 2 

RATE LEVEL CHANGE 

Opt i c a l  Goods S t o r e s  
Paper P r o d u c t s  D i s t r i b u t o r s  
P e t  S t o r e s  
P lumbing S u p p l i e s  and F i x t u r e s  - 

D e a l e r s  and D i s t r i b u t o r s  
Produce H a n d l i n g  o r  Pack ing  
R e f r i g e r a t i o n  Equipment - D e a l e r s  and 

D i s t r i b u t o r s  - commerc ia l  
R e s t a u r a n t s  - w i t h  t r a y  s e r v i c e  
R e s t a u r a n t s  - s e l f - s e r v i c e  o r  s e l f - o r d e r i n g  
R e s t a u r a n t s  - no  a l c o h o l  - w i t h  dance f l o o r  
R e s t a u r a n t s  - no  a l c o h o l  - no dance f l o o r  
R e s t a u r a n t s  - s a l e  o f  a l c o h o l  Less t h a n  

75% t o t a l  r e c e i p t s  and dance f l o o r  
R e s t a u r a n t s  - s a l e  o f  a l c o h o l  l e s s  t h a n  

75% - w i t h o u t  dance f l o o r  
R e s t a u r a n t s  - s a l e  o f  a l c o h o l  g r e a t e r  t h a n  

75% - w i t h  dance f l o o r  
R e s t a u r a n t s  - s a l e  o f  a l c o h o l  g r e a t e r  t h a n  

75% - w i t h o u t  dance f l o o r  
Shoe R e p a i r  Shops 
Shoe S t o r e s  
S p o r t i n g  Goods o r  A t h l e t i c  Equipment Mfg 
S p o r t i n g  Goods o r  A t h l e t i c  Equipment S t o r e s  
S t a t i o n a r y  o r  Paper P r o d u c t s  S t o r e s  
S t o r e s  - f o o d  o r  d r i n k  
T a i l o r  Merchants  - man o r  boys 
T a i l o r i n g  o r  Dressmaking E s t a b l i s h m e n t s  - Custom 
T i r e  D e a l e r s  
Tobacco P r o d u c t s  D i s t r i b u t o r s  
V a r i e t y  S t o r e s  

C lubs  - swimming 
Lumberyards 
M a i l  Order  Houses 
T i r e  - r e t r e a d i n g  o r  r e c a p p i n g  
Vending Machine O p e r a t i o n s  - c o n f e c t i o n ,  

food, beverage, o r  i c e  
Vending Machine O p e r a t i o n s  - tobacco  p r o d u c t s  
Vending Machine O p e r a t i o n s  

A e r o s o l  C o n t a i n e r  Mfg 
A i r  C o n d i t i o n i n g  Equipment 
A la rm Mfg - b u r g l a r  
A la rm Mfg - f i r e  o r  smoke 
A p p l i a n c e s  and A c c e s s o r i e s  Mfg - 

commerc ia l  - gas 
A p p l i a n c e s  and A c c e s s o r i e s  Mfg - 

commerc ia l  - n o t  gas 
A p p l i a n c e s  and A c c e s s o r i e s  Mfg - 

househo ld  - gas 
A p p l i a n c e s  and A c c e s s o r i e s  H f g  - 

househo ld  - n o t  gas 
Asbestos  Goods Mfg 
A s p h a l t  o r  Tar  D i s t i l l i n g  o r  R e f i n i n g  
A s p h a l t  Uo rks  
Auto, Bus o r  T ruck  P a r t s  Mfg - 

n o t  o p e r a t i n g  p a r t s  
Auto, Bus o r  T ruck  P a r t s  Mfg - 

passenger  r e s t r a i n i n g  d e v i c e  
Baby Food H f g  - i n  g l a s s  c o n t a i n e r s  
Baby Food Mfg  
Bakery  P l a n t s  
B a t t e r y  Mfg - d r y  c e l l  
B a t t e r y  Mfg - wet c e l l  o r  s t o r a g e  
Beer, A le ,  M a l t  L i q u o r  Mfg - i n  b o t t l e s  
Beer, A le ,  M a l t  L i q u o r  Mfg - i n  cans 
Beer, A le ,  M a l t  L i q u o r  Mfg - 

n o t  b o t t l e d  o r  canned 
Beverage B o t t l e r  - s o f t  d r i n k s  - 

ca rbona ted  - i n  cans o r  p l a s t i c  b o t t l e s  
Beverage B o t t l e r  - s o f t  d r i n k s  - 

ca rbona ted  - i n  g l a s s  b o t t l e s  
Beverage B o t t l e r  - s o f t  d r i n k s  - 

i n  m e t a l  c y l i n d e r s  

INCREASE DECREASE 

No Change 
- 2 8 . 3 %  
-26 .2% 



CLASS CODE DESCRIPTION 

Beverage B o t t l e r  - s o f t  d r i n k s  - 
i n  paper  c o n t a i n e r s  

Beverage B o t t l e r  - s o f t  d r i n k s  - 
n o t  c a r b o n a t e d  - i n  b o t t l e s  o r  cans 

B i c y c l e  Mfg - n o t  m o t o r i z e d  
B i l l i a r d  o r  Poo l  T a b l e  Mfg 
B e l t ,  Nut ,  R i v e t ,  Screw o f  Masher Mfg 
B o t t l e  and J a r  Mfg - g l a s s  - n o t  f o r  

use  unde r  p r e s s u r e  
B o t t l e  and J a r  Mfg - g l a s s  - f o r  use 

under  p r e s s u r e  - n o n r e t u r n a b l e  
B o t t l e  and J a r  Mfg - g l a s s  - f o r  use 

under  p r e s s u r e  - r e t u r n a b l e  
B r i c k  Mfg 
Brush o r  Broom Mfg 
Can Mfg - m e t a l  
Cand le  Mfg  
Cand le  o r  C o n f e c t i o n e r y  P r o d u c t s  Mfg 
Carbon Paper o r  I n k e d  Ribbon Mfg  
Carpe t  o r  Rug Mfg 
Cement, Conc re te  M i x  o r  P l a s t e r  Mfg  - 

packaged 
Cement o r  P l a s t e r  Mfg - b u l k  
Charcoa l  o r  Coa l  B r i q u e t t e  Mfg 
China,  P o r c e l a i n  o r  Ea r thware  Mfg  
C l a y  P r o d u c t s  Mfg 
C l o c k  Mfg 
C l o t h i n g  Mfg 
C o f f i n s  o r  Caskets  Mfg  
Coke Mfg 
Communicat ion o r  Reco rd ing  Systems o r  

Equipment Mfg - i n d u s t r i a l  o r  commerc ia l  
Communicat ion o r  Reco rd ing  Systems o r  

Equipment Mfg 
Compos i t i on  Goods Mfg  - n o t  f l o o r  c o v e r i n g s  
Conc re te  - m ixed  i n  t r a n s i t  
Conc re te  o r  P l a s t e r  P r o d u c t  Mfg  - 

n o t  s t r u c t u r a l  
Conc re te  P r o d u c t s  Mfg - p r e s s t r e s s e d  
Con tac t  .Lenses Mfg 
Cosmet ic  Mfg  
C o t t o n  B a t t i n g ,  Wadding o r  Waste Mfg 
C o t t o n  G i n  O p e r a t i o n s  
C u t l e r y  ( n o t  powered) and F l a t w a r e  Mfg 
D a i r y  P r o d u c t s  Mfg 
D e t e r g e n t  Mfg - Househo ld  
Door o r  Window Mfg 
Door o r  Window Mfg - wood 
E l e c t r i c a l  Equipment Mfg - f o r  d i r e c t  and 

i n d i r e c t  a p p l i c a t i o n  t o  t h e  body 
E l e c t r o n i c  Games Mfg 
E l e c t r o p l a t i n g  
E l e v a t o r  Mfg 
E s c a l a t o r  o r  Moving S idewa lk  Mfg  
E x t r a c t s  Mfg 
Eye G lass  Lens Mfg 
F e r t i l i z e r  Mfg  
F i b e r g l a s s  Mfg 
F l o o r  C o v e r i n g  Mfg - n o t  c a r p e t s ,  rugs ,  

ce ram ic  o r  s t o n e  t i l e s  
Food P r o d u c t s  Mfg - d r y  
Food P r o d u c t s  Mfg - f r o z e n  
Food P r o d u c t s  Mfg - n o t  d r y  - i n  g l a s s  c o n t a i n e r  
Food P r o d u c t s  Mfg - n o t  d r y  - i n  o t h e r  t h a n  

g l a s s  c o n t a i n e r s  
F r u i t  o r  Vege tab le  J u i c e  Mfg  - no b o t t l i n g  

o f  c a r b o n a t e d  beverages 
Fur  Garment Mfg 
F u r n i t u r e  Mfg o r  Assembl ing  - o t h e r  t h a n  wood 
F u r n i t u r e  Mfg  o r  Assembl ing  - wood 
G a s o l i n e  D i s t r i b u t o r s  
G lass  o r  G lassware Mfg  
H e a t i n g  Equipment Mfg  - c o a l  o r  wood 
H e a t i n g  Equipment Mfg  - e l e c t r i c  
H e a t i n g  Equipment Mfg  - f u e l  o i l  o r  ke rosene  
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RATE LEVEL CHANGE 

INCREASE DECREASE 

No Change 

-2.7% 
No Change 

+10.7% 
+3.5% 



CLASS CODE DESCRIPTION 

H e a t i n g  Equipment Mfg - gas o r  L i q u e f i e d  
p e t r o l e u m  gas 

Hone, O i l s t o n e  o r  Whetstone Mfg 
Honey E x t r a c t i n g  
I n n e r  Tubes Mfg 
I n s u l a t i n g  M a t e r i a l  Mfg - m i n e r a l  
I n s u l a t i n g  M a t e r i a l  Mfg  - o r g a n i c  
J e w e l r y  Mfg 
Ladder Mfg 
Ladder Mfg - wood 
Lamp Shade Mfg 
L e a t h e r  Goods Mfg 
L i g h t  B u l b s  o r  Tubes Mfg 
L i g h t i n g  F i x t u r e s  Mfg 
Lime Mfg 
L i q u o r  Mfg 
Hatch Mfg 
M a t t r e s s  o r  Box S p r i n g  Mfg 
Meat, F i sh ,  P o u l t r y  o r  Seafood - c u r i n g  
Meat, F i s h ,  P o u l t r y  o r  Seafood P r o c e s s i n g  - 

i n  a i r t i g h t  c o n t a i n e r s  
Meat, F i sh ,  P o u l t r y  o r  Seafood P r o c e s s i n g  - 

n o t  i n  a i r t i g h t  c o n t a i n e r s  
M i l k  Depots  o r  D e a l e r s  
M i l k  P r o c e s s i n g  
Modular  U n i t s  Mfg 
M u s i c a l  I n s t r u m e n t s  Mfg 
Net Mfg 
O p t i c a l  Goods Mfg 
Ore M i l l i n g  o r  P r o c e s s i n g  
Pack ing  Houses 
P a i n t ,  Va rn i sh ,  S h e l l a c  o r  Lacquer  Mfg 
Paper C o a t i n g  o r  F i n i s h i n g  
Paper Goods Mfg 
Paper Mfg 
P a t t e r n  Mfg - paper  
P e n c i l ,  Pen, Crayon o r  Cha lk  Mfg 
P h o t o g r a p h i c  Equipment Mfg 
P h o t o g r a p h i c  S u p p l i e s  Mfg 
P lumbing F i x t u r e s  Mfg 
P lumbing S u p p l i e s  
Plywood, Veneer o r  Veneer P r o d u c t s  Mfg 
Plyuood, Veneer o r  Veneer P r o d u c t s  Mfg - 

w i t h o u t  p r o c e s s i n g  
P r e f a b r i c a t e d  B u i l d i n g  Mfg 
P u l p  Mfg 
Records o r  Tapes Mfg - p r e - r e c o r d e d  
R e f r i g e r a t i o n  Equipment Mfg 
Rope Mfg 
Saddles,  Harnesses o r  Horses F u r n i s h i n g  Mfg 
S a l t ,  Borax,  Potash o r  Phosphate - 

p r o d u c i n g  o r  r e f i n i n g  
S a l t  Mfg  
Saw M i l l s  o r  P l a n n i n g  M i l l s  
Sheet M e t a l  Work - shop o n l y  
Shoe, Boot  o r  S l i p p e r  Mfg 
S l a t e  M i  1  l i n g  
S l a t e  S p l i t t i n g  o r  S l a t e  R o o f i n g  Mfg  
Soap Mfg 
S t e a l  Wool o r  W i r e  Wool Mfg  
Stone C r u s h i n g  
Sugar R e f i n i n g  
Syrups o r  btolasses - r e f i n i n g ,  b l e n d i n g  o r  mfg 
Tent  o r  Canopy Mfg 
T ie ,  P o s t  o r  P o l e  Yard  
T i r e  Mfg  - auto ,  bus o r  t r u c k  
Tabacco P r o d u c t s  Mfg - c i g a r s  o r  c i g a r e t t e s  
Tobacco P r o d u c t s  Mfg 
Tobacco P r o d u c t s  Mfg - p l u g  o r  s n u f f  
Too l  M fg  - a c c e s s o r i e s  
Twin  o r  Cordage Mfg  
Vege tab le  O i l  Mfg  - b y  s o l v e n t  e x t r a c t i o n  
Vege tab le  O i l  Mfg  
Ua tch  o r  Watch Case Mfg 
wa te r  B o t t l i n g  i n  S iphons 
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RATE LEVEL CHANGE 

INCREASE DECREASE 

+3 .7% 
+7 .6% 
+ 1 . 8 %  
+1 .8% 
+I .8% 
+ 1 . 8 %  

- 2 .  
No Change 
No Change 

- 1 .4% 
+17.9% 

- 1 9 . 0 %  

- 4 . 8 %  
No Change 

- 4 . 4 %  
- 4 .  0% 

+ 4 . 8 %  
- 4 . 8 %  
- 8 . 5 %  

+6 .8% 
+4 .5% 

- 1 2 . 5 %  
- 18.8% 
- 1 9 . 4 %  

+3 .9% 
- 1 8 . 3 %  
- 3 7 . 5 %  

+7 .4% 
+28 .6% 

+6.6% 
No Change , 

+ 7 . 2 %  
+3 .5% 
+3 .5% 

+18 .4% 



CLASS CODE DESCRIPTION 
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RATE LEVEL CHANGE 

Water B o t t l i n g  - s p r i n g  o r  w e l l  - 
n o t  s p a r k l i n g  o r  ca rbona ted  

Water B o t t l i n g  - s p r i n g  o r  w e l l  - 
s p a r k l i n g  o r  ca rbona ted  

Wax o r  Wax Produc ts  Mfg 
Wax, Wax P r o d u c t s  o r  P o l i s h  Mfg - f l o o r  
Wigs o r  H a i r  P ieces  Mfg - 
Wine Mfg - s p a r k l i n g  
Wine Mfg - s t i l l  
W i r e  C l o t h  Mfg 
Wood P r e s e r v i n g  

A i r  C o n d i t i o n i n g  Systems o r  Equipment - 
d e a l e r s  o r  d i s t r i b u t o r s  and i n s t a l l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  ' 

A i r p o r t  Runway o r  Warming Apron - p a v i n g  o r  
r e p a i r i n g ,  s u r f a c i n g ,  r e s u r f a c i n g  o r  s c r a p i n g  

A larm and A larm Systems - i n s t a l l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  

A p p l i a n c e s  and Accesso r ies  - i n s t a l l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  - commerc ia l  

A p p l i a n c e s  and A c c e s s o r i e s  - i n s t a j l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  - househo ld  

Boat  R e p a i r  and S e r v i c i n g  
B r i d g e  o r  E l e v a t e d  Highway C o n s t r u c t i o n  - 

i r o n  o r  s t e e l  
B r i d g e  o r  E l e v a t e d  Highway C o n s t r u c t i o n  - c o n c r e t e  
B u i l d i n g  S t r u c t u r e  - r a i s i n g  o r  moving 
C a r p e n t r y  - c o n s t r u c t i o n  o f  r e s i d e n t i a l  p r o p e r t y  

n o t  exceed ing  t h r e e  s t o r i e s  i n  h e i g h t  
C a r p e n t r y  - i n t e r i o r  
C a r p e n t r y  
C a r p e n t r y  - shop o n l y  
C e i l i n g  o r  Wa l l  i n s t a l l a t i o n  - m e t a l  
C l a y  o r  Sha le  D i g g i n g  
Communicat ion Equipment I n s t a l l a t i o n  - 

i n d u s t r i a l  o r  commerc ia l  
Conc re te  C o n s t r u c t i o n  
Condu i t  C o n s t r u c t i o n  f o r  Cables o r  Wi res  
Dredg ing  - g o l d  - end less  b u c k e t  o r  l a d d e r  t y p e  
o r e d g i n g  - g o l d  - f l o a t i n g  d r a g l i n e  t y p e  
Dredg ing  
D r i l l i n g  
D r i l l i n g  - water  
Dr iveway, P a r k i n g  Area o r  S idewa lk  - 

p a v i n g  o r  r e p a i r i n g  
D r y  W a l l  o r  Wa l lboa rd  Installation 
E l e c t r i c  L i g h t  o r  Power L i n e  C o n s t r u c t i o n  
E l e c t r i c  L i g h t  o r  Power L i n e  C o n s t r u c t i o n  - 

r u r a l  e l e c t r i f i c a t i o n  a d m i n i s t r a t i o n  
p r o j e c t s  o n l y  

E l e c t r i c a l  A p p a r a t e r s  - i n s t a l l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  

E l e c t r i c a l  Work - w i t h i n  b u i l d i n g s  
E x c a v a t i o n  
Fence E r e c t i o n  C o n t r a c t o r s  
F i r e  Suppress ion  Systems - i n s t a l l a t i o n ,  

s e r v i c i n g  o r  r e p a i r  
F i r e p r o o f i n g  - s t r u c t u r e s  
F l o o r  C o v e r i n g  I n s t a l l a t i o n  - n o t  ceramic ,  

t i l e  o r  s t o n e  
Gas Mains  o r  c o n n e c t i o n s  C o n s t r u c t  i o n  
Grad ing  o f  Land 
G r a i n  E l e v a t o r  O p e r a t i o n s  
G u n i t i n g  o r  S h o t - C r e t e  
H e a t i n g . o r  Combined H e a t i n g  and A i r  

C o n d i t i o n i n g  Systems o r  Equipment - 
d e a l e r s  o r  d i s t r i b u t o r s  and i n s t a l l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  - no l i q u e f i e d  
p e t r o l e u m  gas (LPG) equipment s a l e s  o r  work 

House F u r n i s h i n g s  I n s t a l l a t i o n  
I n s u l a t i o n  Uork  - p l a s t i c  
I n s u l a t i o n  Uork  - o r g a n i c  o r  p l a s t i c  i n  

s o l i d  s t a t e  

INCREASE DECREASE 



CLASS CODE DESCRIPTION 

I n s u l a t i o n  work - m i n e r a l  
I n t e r i o r  D e c o r a t o r s  
Mach ine ry  o r  Equipment - fa rm - i n s t a l l a t i o n ,  

s e r v i c i n g ,  r e p a i r  o r  e r e c t i o n  
Mach ine ry  o r  Equipment - i n d u s t r i a l  - 

i n s t a l l a t i o n ,  s e r v i c i n g  o r  r e p a i r  
Mach ine ry  o r  Equipment - i n s t a l l a t i o n ,  

s e r v i c i n g  o r  r e p a i r  
Masonry 
M e t a l  E r e c t i o n  - d e c o r a t i v e  o r  a r t i s t i c  
M e t a l  E r e c t i o n  - f rame s t r u c t u r e s  i r o n  

work on o u t s i d e  o f  b u i l d i n g s  
M e t a l  E r e c t i o n  - i n  t h e  c o n s t r u c t i o n  o f  

d w e l l i n g s  n o t  exceed ing  two s t o r i e s  i n  h e i g h t  
M e t a l  E r e c t i o n  - n o n s t r u c t u r a l  
M e t a l  E r e c t i o n  - s t e e l  l o c k  gates ,  wa te r  tower,  

tanks,  p r i s o n  c e l l s ,  f i r e  o r  b u r g l a r p r o o f  v a u l t s  
M e t a l  E r e c t i o n  - s t r u c t u r a l  
M i n i n g  
O i l  o r  Gas Lease Uork  b y  C o n t r a c t o r s  - 

n o t  l e a s e  o p e r a t i o n  
O i l  o r  Gas U e l l s  - d r i l l i n g  o r  r e d r i l l i n g ,  

i n s t a l l a t i o n  o r  r e c o v e r y  o f  c a s i n g  
O i l  R i g  o r  D e r r i c k  E r e c t i n g  o r  D i s m a n t l i n g  - 

wood o r  m e t a l  
O i l  S t i l l  E r e c t i o n  o r  R e p a i r  
P a i n t i n g  - e x t e r i o r  - b u i l d i n g s  o r  s t r u c t u r e s  - 

exceed ing  t h r e e  s t o r i e s  i n  h e i g h t  
P a i n t i n g  - e x t e r i o r  - b u i l d i n g s  o r  s t r u c t u r e s  - 

t h r e e  s t o r i e s  o r  l e s s  i n  h e i g h t  
P a i n t i n g  - i n t e r i o r  - b u i l d i n g s  o r  s t r u c t u r e s  
P a i n t i n g  - o i l  o r  g a s o l i n e  t a n k e r s  
P a i n t i n g  - s h i p  h u l l s  
P a i n t i n g  - shop o n l y  
Paperhang ing 
P l a s t e r i n g  o r  S tucco  Uork  
P lumbing - commerc ia l  and i n d u s t r i a l  
P lumbing - r e s i d e n t i a l  o r  domes t i c  
P r e f a b r i c a t e d  B u i l d i n g  E r e c t i o n  
R e f r i g e r a t i o n  Systems o r  Equipment - 

d e a l e r s  and d i s t r i b u t o r s  and i n s t a l l a t i o n ,  
s e r v i c i n g  o r  r e p a i r  - commerc ia l  

R i g g l n g  - s h i p  o r  b o a t  
R o o f i n g  - commerc ia l  
R o o f i n g  - r e s i d e n t i a l  
S e p t i c  Tank Systems - c l e a n i n g  
S e p t i c  Tank Systems - i n s t a l l a t i o n ,  

s e r v i c i n g  o r  r e p a i r  
Sewer C l e a n i n g  
Sewer Mains  o r  Connec t i on  C o n s t r u c t i o n  
Sheet M e t a l  Uork  - o u t s i d e  
S h i p  C e i l i n g  o r  S c a l i n g  
S h i p  Repa i r  o r  C o n v e r s i o n  
S i d i n g  I n s t a l l a t i o n  
S i g n  P a i n t i n g  o r  L e t t e r i n g  - i n s i d e  
S i g n  P a i n t i n g  o r  L e t t e r i n g  on B u i l d i n g s  

o r  S t r u c t u r e s  
S o l a r  Energy C o n t r a c t o r s  
Steam Mains  o r  Connec t i ons  C o n s t r u c t i o n  
S t r e e t  o r  Road C o n s t r u c t i o n  o r  R e c o n s t r u c t i o n  
S t r e e t  o r  Road P a v i n g  o r  Repaving, S u r f a c i n g  

o r  R e s u r f a c i n g  o r  S c r a p i n g  
Telephone, Te leg raph  o r  Cab le  T e l e v i s i o n  

L i n e  C o n s t r u c t i o n  
T e l e v i s i o n  o r  Rad io  R e c e i v i n g  Set  installation 

o r  R e p a i r  
T i l 'e ,  Stone, Marble,  Mosa ic  o r  T e r r a z z o  U o r k  - 

i n t e r i o r  c o n s t r u c t i o n  
U n d e r p i n n i n g  B u i l d i n g s  o r  S t r u c t u r e  
U p h o l s t e r i n g  
U p h o l s t e r i n g  - shop o n l y  
U a t e r  Mains  o r  Connec t i ons  C o n s t r u c t i o n s  
U a t e r  S o f t e n i n g  Equipment - i n s t a l l a t i o n ,  

s e r v i c i n g  o r  r e p a i r  
W a t e r p r o o f i n g  - b y  p r e s s u r e  a p p a r a t u s  

EXHIRTT XX 
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RATE LEVEL CHANGE 

INCREASE DECREASE 



CLASS CODE DESCRIPTION 

Waterproofing - by trowel  - e x t e r i o r  
Waterproofing - by trowel  - i n t e r i o r  or  

i n s u t a t i o n  work 
Waterproofing 
Welding o r  C u t t i n g  

EXHIBIT IX 
PAGE 7 

RATE LEVEL CHANGE 

INCREASE DECREASE 



E X H I B I T  X 

TABLE 1 
RATES OF RETURN ON YEAR-END COMMO E Q U I T Y  !I T E N  YEAR PERIOD 1978 - 1987,/ 

COMPOSITE AVERAGE OF STANDARD 8 POORS STOCKS 
.................................. - ---- 

M U L T I -  PROPERTY / 
5 0 0 400 4 0 20 40 L I N E  CASUALTY 

YEAR COMPOSITE INDUST.  U T I L I T I E S  TRANSPORT. F I N A N C I A L S  INSURERS INSURERS 

1978 

1979 

19 80 

19 81 

19 82 

19 83 

1984 

1985 

19 86 

19 87 

AVG. 

1 -1 S t a n d a r d  A P o o r r s  A n d  y s t ' s  H a n d b o o k ,  1988 A n n u a l  E d i t i o n .  



EXHIBIT X I  

TPBLE 2 
RATES OF RETURN ON YEAR-END COMMON EQUIN FOR 

VPL UE LINE RORRTY AND CASUALTY INSURANCE  GROUP^ 
FIVE YEAR PERIOD 1984 - 1988 

198 4 1985 19 86 19 87 19883 AVG . 
Chubb Corp. 11.2% 6.3% 17.4% 16.5% 15.6% 13.4% 

Contine t a l  5' 11.6 
Corp. J 

Fireman's Fund <0.4> 
Corp. 

Ohio Casualty Corp. 6.5 

Orion C p i ta1  1 1.8 
Corp. J 

Progres. Corp. o f  24.2 
Oh l o  

Safeco Corp. 11.3 

S t .  Paul Cos. Inc. <19.4> 

Siebels Bruce Gr. <26.3> 
Inc. 

Select. Ins. Gr.  4.0 
Inc. 

AVE RAGE ' 3.0% 

!.I Per  October 14, 1988 i ssue  o f  Value Line,  e x c l u d i n g  
Fremont Gsneral, Geico, Har t ford  Steam, and Home Group 
due t o  incomplete data f o r  e n t i  r e  period or d i f f e r e n t  
repor t ing  bases. 

1/ Based on f i r s t  6 months. 

9 Return on n e t  worth due t o  1% preferred equity. 

9 Return. on n e t  worth due t o  23% preferred equity. 

r /  Return on n e t  worth due t o  9% preferred equity. 

Note: Rates o f  r e tu rn  shown i n  Value I  in^ adjusted t o  include rea l i zed  
cap i ta l  gains and losses, nonrecurring gains and losses, and income t a x  
benefi ts. 



VIRGINIA RECOGNIZED RISK RETENTION GROUPS PROVIDING COVERAGE I N  POTENTIALLY WON-COMPETITIVE MARKET SEGMENTS 

DATE RECOGNIZED NAME OF GROUP 

Amer i can  C o n t r a c t o r s  I n s u r a n c e  Company R i s k  R e t e n t i o n  Group 

Amer i can  Feed I n d u s t r y  I n s .  Co. R i s k  R e t e n t i o n  Group, I n c .  
A n e s t h e s i o l o g i s t s  P r o f e s s i o n a l  Assurance Company, 
A  R i s k  R e t e n t i o n  Group 
A s s o c i a t i o n  o f  T r i a l  Lawyers Assurance 

(A M u t u a l  R i s k  R e t e n t i o n  Group) 
Beverage R e t a i l e r s  I n s .  Co. R i s k  R e t e n t i o n  Group 
Consumers S p e c i a l t i e s  I n s .  Co. R i s k  R e t e n t i o n  Group 
Env i ronmen t  P r o t e c t i o n  I n s .  Co. R i s k  R e t e n t i o n  Group 

E n v i r o n m e n t a l  R i s k  I n s .  Company, A  R e t e n t i o n  Group 
F i n a n c i a l  I n s t i t u t i o n s  Reserve R i s k  R e t e n t i o n  Group, I n c .  
Food P r o c e s s o r s  R i s k  R e t e n t i o n  Group, I n c .  
Genera l  E a s t e r n  S k i  I n s .  Company R i s k  R e t e n t i o n  Group 
Hous ing  A u t h o r i t y  R i s k  R e t e n t i o n  Group, I n c .  
M e n t a l  H e a l t h  R i s k  R e t e n t i o n  Group, I n c .  
N a t i o n a l  D e n t a l  M u t u a l  I n s .  Co. A  R i s k  R e t e n t i o n  Group 

O p h t h a l m i c  M u t u a l  I n s .  Co. A  R i s k  R e t e n t i o n  Group 
O s t e o p a t h i c  M u t u a l  I n s .  Co. R i s k  R e t i o n  Group 
P e t r o l e u m  M a r k e t e r s  Mu tua l  I n s u r a n c e  Company, 
R i s k  R e t e n t i o n  Group 
P h y s i c i a n s  N a t i o n a l  R i s k  R e t e n t i o n  Group 

P r e f e r r e d  P h y s i c i a n s  Mu tua l  R i s k  R e t e n t i o n  Group 

S t a t e s  S e l f - I n s u r a n c e  R i s k  R e t e n t i o n  Group 
S.E.C.U.R.E. R i s k  R e t e n t i o n  Group 
T i t l e  I n d u s t r y  Assurance Co. R i s k  R e t e n t i o n  Group 

U n i t e d  E d u c a t o r s  I n s .  R i s k  R e t e n t i o n  Group, I n c .  

TYPE O F  COVERAGE 

Commercia l  C o n t r a c t i n g  
P r o d u c t s  & Completed O p e r a t i o n  

M e d i c a l  P r o f e s s i o n a l  

Lawyers P r o f e s s i o n a l  L i a b i l i t y  

L i q u o r  L i a b i l i t y  
P r o d u c t s  & Completed O p e r a t i o n s  
E n v i r o n m e n t a l  Impa i rment  
Commercial C o n t r a c t i n g  

D&O 
P r o d u c t s  & Completed O p e r a t i o n s  
R e c r e a t i o n a l  L i a b i l i t y  
P u b l i c  Hous ing 
D&O & M e d i c a l  P r o f e s s i o n a l  
M e d i c a l  P r o f e s s i o n a l  

M e d i c a l  P r o f e s s i o n a l  
M e d i c a l  P r o f e s s i o n a l  

E n v i r o n m e n t a l  Impa i rment  
M e d i c a l  P r o f e s s i o n a l  

M e d i c a l  P r o f e s s i o n a l  

Governmental  o r  M u n i c i p a l  L i a b i k i t y  
Pes t  C o n t r o l  L i a b i l i t y  
P r o f e s s i o n a l  f o r  t i t l e  a b s t r a c t e r s  & 

t i t l e  i n s u r a n c e  agen ts  
D&) L i a b i l i t y  



V I R G I N I A  RECOGNIZED PURCHASING GROUPS PROVIDING COVERAGE I N  POTENTIALLY NON-COMPETITIVE MARKET SEGMENTS 

DATE RECOGNIZED 

10-11-88 

NAME OF PG TYPE OF COVERAGE NAME OF C A R R I E R  * 

Homestead Ins. Co. American Mosquito Pest Control  

Management Ins. Assoc. 

Appraisers L i a b i l i t y  Liab. f o r  r e a l  

Ins.  Trust  es ta te  appraisers 

Purchasing Group 

Savers Prop. & Cas. Ins.  Co. 

I n t e r n a l  Medicine 

Purchasing Group o f  

America 

Medical Professional  Doctors In ter insurance 

Exchange 

Homestead Ins.  Co. I n t e r n a t i o n a l  Specia l  

Events 8 Recreat ion 

Association, Inc.  

Recreational 

Evanston Ins. Co. NACHC Insurance 

Consgrtium Purchasing 

Group 

D&6 & Prop. L i a b i l i t y  

P a c i f i c  Ins.  Co. OUM Group Ch i roprac tor  

Program 

Medical Professional  

Medical Professional  

Medical Professional  

OUM Group P o d i a t r i s t  

Program 

P a c i f i c  Insurance Co. 

Patho log is ts  L i a b i l i t y  

Insurance Purchasing 

Group 

Doctors ln ter insurance 

Exchange 

Roofing Contractors 

Purchasing Group 

Contractors L i a b i l i t y  Essex Ins. Co. 

Homestead & Southern America 

I L  Ins.  Exchange 

Western Continent 

Rea l ty  Liab. Assoc. 

Real Estate E&O 

Nat iona l  Soc ie ty  o f  

Dental P r a c t i t i o n e r s  

Purchasing Group 

Medical Professional  

A 

4 INSURERS ARE APPROVED SURPLUS LINES CARRIERS 



Exhibit X I V  

knberof Rate 
N~nta?rof Inwrers Rates Mcdifi- 
I m r s  Seekirg Respectiw Estab. catias 

L isb i l i ty  Line Writit-g t o  Write Market Share* By RSOrs Applied 

Ease 
of 

Entry 

Makrate 
m a t i c n a l  
Barriers 

Ccmnercial Ccntractors 87* 48* Largest Uri ter Yes MmeKxs& 
= 1% (Wexcept .) Slhstantial 

No Barriers 

64 74 Tcp3=62% Yes Nlnwa&& 
(Wexcept.) Slbstantial 

No Barriers 

Directors & O f f i e  i3 74 Tap 3 = 75% No WA Mcderate - 
Vary Ui th  
Class 

S i w i  f icant 
Barriers for 
sane Classes 

Imwa-ce &€.fitsw 16 

Law EnforfmmP 12 

L a y e r s  Professicnal** 16 

Minimal Barriers 

Minimal Barriers 

Yes, M N/A 
rarely used 

W r a t e  Barriers 

L i q m  L i s b i l i t y m  74 

Medical Pmfessicnalw 27 

No Barriers 

Yes, M N/A 
rarely used 

S i w i f  icant 
Barriers for 
sane Classes 

~ i c i p a l i t i e s  66 

Pest Ccntrol* 25 

No Barriers 

T a p s = =  Yes Nvrwrus& 
Slbstantial 

No Barriers 

Even D i s t r i M i m  Yes Nunw#s 

(Wexaw.) * 
Minim1 - Vary 
Uith Class 

No Barriers 

Real Estate Agmtsw 11 Minimal Barriers 

Largest Uri ter Yes Nunems& 
= 21% (Wexcept.) Slhstimtial 

Minimal Barriers 

No Barriers Yes MmeKxs& 
(Wexcept.) Slhstantial 

*Infonmtim develqxd by 1938 s y p l a m t a l  reports - acaracy qrestiaeble. 
i*(llrrently regulated urler the prior f i lirg reqriremnts of Sectim 38.2-1912 of the C a k  of Virginia. 

+rently exwed fran rate fi l irg reqriremnts vder Sectim 38.2-1#n of the Code of Virginia. 
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COMPANIES INDICATING THAT THEY ARE WILLING 
TO WRITE LINES FOR WHICH THEY 

CURRENTLY HAVE NO POLICIES I N  FORCE 

A. A r c h i t e c t s  and Engineers  

Acs t a r  Insurance Company 
Home Ins  ur ance Companies : C i t y  Insurance  Company 

~ o m e  Indemnity 
. Home Insurance  Company 

Home Insurance  of Ind iana  
P l a n e t  Insurance company 
Progress ive  Casua l ty  Insurance Company 
V i  r g i n i a  Su re ty  Company, Inc .  

B. Day ~ a r e / C h i l d  Care 

Albany Insurance Company 
A t l a s  Assurance Company of America 
CNA Companies: Con t inen ta l  Casua l ty  

Nat ional  Fire Insurance  Company 
of Har t ford  

American Casua l ty  Company of  
. Reading, Pennsylvania 

T ranspor t a t i on  Insurance  Company 
Transcon t inen ta l  Insurance  Company 
Val ley  Forge Insurance  Company 

Colonia Insurance Company: U;S. Branch 
Er i e  Ins  ur ance' Company 
F r o n t i e r  Insurance Company 
P l a n e t  Insurance  Company 
Roc kwood Insur  ance Company 
United Canrmnity Insurance  Company 

C. D i r e c t o r s  and O f f i c e r s  

Acs t a r  In s  ur an ce  Company 
Firemen's  Insurance Company of Washington, D. C. 
Ha rbor  I n s  urance Company 
New Hampshire Insurance Company 
P l a n e t  Insurance  Company 
United Commnity Insurance  Company 
V i r g i n i a  Su re ty  Company, Inc .  
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Page 2 

D. Environmental  Impairment ' 

1. Acstar In su rance  Company 
2. AETNA Group: The AETNA Casua l t y  and S u r e t y  Company 
3. The S tandard  F i r e  In su rance  Company 
4. The Automobile In su rance  Company of 

Ha r t fo rd ,  Connec t icu t  
5. AETNA Casua l t y  and S u r e t y  Company of 

I l l i n o i s  
6. P l a n e t  Insurance  Company 

E. I n s u r a n c e  Agents 

Acsta r I n s  ur ance  Company 
AETNA Group: The AETNA Casua l t y  and S u r e t y  Company 

The S tandard  F i r e  In su rance  Company 
The Automobile In su rance  Company of 

Ha r t fo rd ,  Connec t icu t  
AETNA Casua l t y  and S u r e t y  Company of 

I1 1 i n o i s  
I n s  urance  Company of Evanston 
V i r g i n i a  Su re ty  Company, Inc .  

F. Law Enforcement Agency 

1. Erie Insurance  Exchange 
2. Erie In su rance  Company 
3. P l a n e t  Insurance  Company 

G. Lawyers P r o f e s s i o n a l  

1. P l a n e t  Insurance  Company 
2. V i r g i n i a  Su re ty  Company, Inc .  

H. Liquor  L i a b i l i t y  

1. Acs t a r  I n su rance  Company 
2. Albany Insurance  Company 
3. A t l a s  Assurance Company of  America 
4. A 1  li anz Insurance  Company 
5. I n d u s t r i a l  Indemnity In su rance  
6. P l a n e t  I n su r  ance Company 
7. United Canm n i t y  In su rance  Company 
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I. Medical P r o f e s s i o n a l  

E X H I B I T  XV 
Page 3 

1. AETNA Group: The AETNA Casua l ty  and Sure ty  Company 
2.  ?he Standard F i r e  Insurance  Company 
3. The Automobile Insurance  Company of 

Har t ford ,  Connect icut  
4 .  AETNA Casua l ty  and Sure ty  Company of 

I1 1 i n o i s  
5. Harbor Insurance  Company. 
6. J e f f e r s o n  Insurance Company of New York 
7. P l a n e t  I n s  ur ance Company 

J. Municipal or Government 

Amer ican  Mutual I n s  ur ance 
Er i e  I n  sur ance Company 
Home Insurance Companies: C i t y  Insurance Company 

Home Indemnity 
Home Insurance Company 
Home Insurance  Company of Ind iana  

Lance r  In su r  ance Company 
P l a n e t  Insurance Company 
Rockwood Insurance Company . 
S t .  Paul Group: S t .  Paul F i r e  and Marine Insurance  

Company 
S t .  Paul  Mercury Insurance  Company 
S t ;  Paul  Guardian Insurance  Company 

United Cannunity Insurance  Company 
V i r g i n i a  Surety  Company, Inc.  

K. P e s t  Control /Exterminators  

Colonia  Insurance Company - U. S. Branch 
Empire F i r e  and Marine Insurance  Company 
Er i e  Insurance Company 
Home Insurance Companies : C i t y  Insurance  Company 

Home Indemnity 
Home Insurance Company 
Home Insurance of Ind iana  

CIGNA Group: Insurance  Company of North America 
P a c i f i c  Employers Insurance  Company 
CIGNA Insurance Company 
C I G N A  Proper ty  and Casua l ty  Insurance  

Company 
Indemnity Insurance  Company of North 

America 
Bankers Standard Insurance  Company 



E X H I B I T  XV 
Page 4 

Page 4 

L. P u b l i c  Housing 

Cont inen ta l  Companies: Boston Old Colony Insurance  Company 
Buckeye Union Insurance  Company 
Commercial Insurance  Company of 

Newark, N J  
Con t inen ta l  Insurance  Company 
F i d e l i t y  and Casua l ty  
Firemen's  Insurance  Company of 

Newark ,  N J  
The Glens Fa l l s  Insurance  Company 
Kansas C i t y  F i r e  and Marine 

Insurance  Company 
Niagara F i r e  Insurance  Company 

Er i e  In su r  ance Company 
E r i e  Insurance Exchange 
F i r s t  of Georgia  Insurance 
Home Insurance  Companies: C i t y  Insurance  Company 

Home Indemnity 
Home Insurance  Company 
Home Insurance of Ind iana  

C I G N A  Group: Insurance  Company of North America 
P a c i f i c  Employers Insurance  Company 
C I G N A  Insurance  Company 
CIGNA Proper ty  and Casua l ty  

Insurance  Company 
Indemnity Insurance  Company of 

North America 
Banke r s  Standard Insurance  Company 

S t .  Paul Companies: S t .  Paul  F i r e  and Marine Insurance  
Company 

S t .  Paul  Mercury Insurance  Company 
S t .  Paul  Guardian Insurance  Company 

Nor thf  i e l d  I n s  ur ance Company 

n. R e a l  E s t a t e  Agents 

1. J e f f e r s o n  Insurance  Company of N e w  York 
2. P l a n e t  Insurance Company 

N, Recrea t ion  

1. Er i e  Insurance Company 
2. P l a n e t  Insurance  Company 
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0. School  D i v i s i o n s  

1. Amer ican Mutual Insurance 
2.  Er ie  Insurance Company 
3 .  Lan ce r Ins ur an ce Company 
4 .  Nor thf i e l d  Insurance Company 
5.  P lanet  Insurance Company 
6 .  Vermont Mutual Insurance Company 
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