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SCHOOL INSURANCE IN OREGON 

CHAPTER I 

INTRODUCTION 

Public education is primarily a goTernmental function 

at the state level. As any sovereign state has the right to 

do, each state has set its own basic pattern for public edu­

cation by constitutional provision, legislative enactment, 

and court decision. This educational pattern has been es· 

tablished to a large extent independently of any other state 

and has been limited only by the restrictions of our Federal 

.Constitution, laws, and court decisions. 

As a consequence, each state differs considerably 

from others in the details of its educational provisions. 

This variation is particularly true with reference to school 

insurance. Each state differs so .much in its mandatory and 

permissive insurance provisions and in its theory of school 

district and school personnel liability that any study of 

school insurance to have muoh practical significance for 

school boards and school administrators must be made at 

the state level. 

The school district in Oregon is an~~ agency 

created by the State tor the purpose ot conducting a system 

of common schools. The school district has a great many 
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responsibilities to carry out fully its legal and moral 

.obligations among which is the problem of management of 

its school insurance program. As the American Association 

of School Administrators has pointed out, every community 

should protect its investment. 

The school district has an important
financial investment in its educational program.
In many instances the capital invested in school 
buildings and equipment, together with costs of 
operation, constitutes the conmunity's largest
economic enterprise. Protecting the community
against loss from fires, accidents, and othe.r 
t,ypes of misfortunes through adequate insurance 
coverage is an important responsibillt,y of 
local school boards and superintendents. (3 p.3) 

The State of Oregon has approximately $167,695,329 

invested in public school buildings, 24,8.3.3,745 in furni­

ture and equipment and $15,000,000 in school vehicles. 

The importance ot the problem of protecting against the 

loss or this investment and against other misfortunes by 

adequate insurance coverage warrants a serious study of 

school insurance 1n Oregon. 

Purpose ~~ study 

The purposes of this study are: 

1. to study the general principles of 

insurance to determine how insurance 

applies to Oregon public schools, 

2. to analyze the legal requirements of 



Oregon in respect to school insurance, 

). to develop principles upon which a 

sound school insurance program should 

be based, 

4. to determine current school insurance 

practices in Oregon, and 

~. to make recommendations for the 

specit1c improvement of school insur­

ance practice in Oregon. 

Delimitations 2! the stud.{ 

'l'b1s study was delimited as follows: 

l. Because or the wide variation or laws 

and ot school insurance programs in the 

various states. this study was concerned 

only with a detailed analysis or the 

legal status, the legal requirements 

and the present practices in Oregon. 

2. ~his study was concerned only with 

insurance purchased by school boards 

with public funds. 

). MaJor emphasis was given to the 

following types of insurance: 

a. Fire 

b. Liability 
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o. Mo~or Vehicle 

4• .tess emphasis was given to: 

a. Extended Qoverage insurance 

b. Workman 's Compensation 

c. Boiler insurance 

5. District-operated public schools only 

were studied. 

6. uestionnaires were sent to all first 

and second class districts. 

1. ~uest1onna1res were mailed to super­

intendents and prtnoipals whose names 

and addresses were secured from the 

Oregon School Directory for 1953•1954. 

Procedures .2!2, J:!. lli_ study 

The procedures used in this study were as follows: 

l. A survey of the literature in the field 

ot insurance for schools was made. 

2. A studt of the Oregon Laws was made to 

determine the legal status of schools, 

the legal requirements tor school in­

surance• and limitations placed 

against the purchase of such insurance. 

) • The opinions of the Attorney General 

tor Oregon were studied tor 



interpretations of the law and tor 

statements. of t .he implied authority 

of school boards to purchase school 

tnsuranoe in the absence of specific 

legislative authority for such 

~ purchase. 

4. Decisions ot the Oregon Supreme Court 

pertaining to school insurance, school 

district. and school personnel lia.. 

bility were studied. Case law in 

other states was also noted where 

applicable • 

5. The problem of insurance for schools 

was discussed with the following 

groups of people: 

a. MEu.ubers of the State Department 

of Education . 

b. Members of the State Insurance 

Department. 

c. Members of the State Industrial 

Acoident Commission. 

d. Members of the Oregon Insurance 

Rating Bureau. 

e. Representatives of insurance 



companies operating in. the State 

ot Oregon. 

t. Selected aohool board members, 

aohool superintendents, principals, 

teachers. clerks, and attorneys. 

6. A questionnaire survey of first and 

second class school districts was made 

covering the fields of fire, liability, 

and aotor-vehiole insurance to deter­

mine the current practices 1n school 

insurance in Oregon. 

6 

\ 

/ 
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CHAPTER II 

RELATED STUDIES 

The llte.rature in the field of school insurance is 

not extensive although a number of studies have been made 

ot the various aspects ot insurance pertaining directly 

to public schools. 

As tar as could be determined, no study with the 

scope of the present investigation has been made of school 

insurance 1n Oregon. Holy ( 6) ) , as a part of a larger 

study or public elementary and secondary schools in 

Oregon, limited his discussion of insurance to about two 

pages. Horner (64) made a field study .on the adequacy of 

insurance on school buses in Oregon. These two studies 

will be summarized later 1n this chapter. 

Melchior (97) made a study in 1925 of trends and 

practices 1n New York ln public school insurance and com­

pared that city with other cities in the united States. 

He analyzed the construction of school buildings, the 

kinds of insurance carried on them, and the fire losses 

they suffered, He reported methods used in insuring 

school buildings and in determining sound values and 

eliminating hazards. He recommended that school property 

receive more adequate appraisal, that insurance be carried 

tor longer terms, that effort be made to eliminate hazards, 
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and that the coinsurance clause be carried 1n the fire in­

surance policy. This stu.dy was one or the first and most 

important studies made or school insurance. 

Holy (60} studied the insurance premiums paid as 

compared with the tire losses sUffered in Ohio tor the 

period of 1930•)2. In reporting his findings in 1933, he 

indicated that the premiums paid on the school buildings 

during the three-year period tor fire and tornado insur­

ance amounted to 1,347,008, while the reported losses 

were · 93,778, or six and nine-tenths per cent of the 

premiums paid. Rural schools had a slightly higher loss 

ratio. 

Cross (34) made a study in 1933 of forty-rive city 

school districts of California to determine: the kinds 

ot insurance carried and in what amoWltS, how insurance 

values were determined, who decided on types and amounts 

ot coverage, the relation of insurance cost to total 

budget expenditures, insurance procedures, and code and 

case law of California on school insurance. He also 

recommended changes in the California code. 

Viles (157) 1n 1934 studied ways ot improving the 

insurance programs in the local school districts in 

Missouri. He investigated the way the local school 

districts secured protection, the cause of school tires 

and fire losses, the effect ot tire hazards on school 
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building insurance, present practicee in administering the 

insurance programs, and reco.omended ways of improving the 

district insurance program. 

Steinbauer (150) in 1939 investigated the exper• 

1enoes and practices ot fire insurance on Pennsylvania 

public school property. He round that the insurable value 

of school buildings is largely determined by estimation on 

the part of the boards of education with little thought 

given to replacement cost• depreciation, and sound value. 

His study showed that local insurance agent influences 

were detrimental in many cases and that there was enough 

objective evidence to show that school districts in 

Pennsylvania should operate a cooperative insurance 

association. 

Van Ausdal (156) in 1939 studied school bus insur­

ance in the State of Ohio. He showed that losses and 

claims paid bf the various insurance companies indicated 

a rather low loss-ratio experience. 

Fuller (44) in 1940 made a study of tort liability. 

This was an excellent study showing the history and 

development of the principle ot immunity carried into 

school districts, He recommended that the principle of 

immunity be abolished as an ou~oded and unrealistic 

means of meeting the responsibilities of justice. 

Rosenfield (139) prepared a manual in 1940 after 
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studying several hundred court oases • legislative acts,. and 

attorney generals' opinions on the subject or negligence as 

applied to schools . This manual remains a valuable guide 

to school authorities. and Rosenfield, the author. contin­

ues to write on this subject in current periodicals. 

The Association of Public School Business Officials 

(13) made two rathel" comprehensive surveys of public school 

insurance carried by city schools in the united States and 

Canada . Results published in 1941 indicated that only 

26 . 9 per cent of premiums were required to pay losses, that 

public school buildings in cities are a preferred risk, 

that school districts should insure with mutual companies 

or establish State Insurance Funds, that fire insurance 

could be reduced fifty per cent with ample protection 

a:rrorded by either state insurance or self-insurance, that 

public liability insurance was not used widely but pre• 

dieted 1ts increasing importance due to the tendency of 

protecting individuals by placing liability ~on the 

state tor such injuries. 

JohnSton (70) made a detailed stud,r in 1943 ot the 

legal aspects of insuring school propert,r. He analyzed 

the statutes and supreme court decisions of the various 

states . He round that twenty•one states require school 

trustees to insure publio school property and that eight 
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states permit such insurance. ·In the remaining states'· 

the weight of authority seems to hold that school trustees 

have an implied power to insure school property. 

Upton (155) in 1946 studied the costs or fire insur­

ance and insurance practices in. city school districts or 
more than twenty thousand population !n the united States 

and also in some ot the larger Canadian cities. Some of 

his important recommendations we're that school districts 

should take advantage of the eo~nomy of the tive•year 

term or insurance pol1o14s, that the coinsurance clause 

should be continued and expanded in use, that continued 

effort should be made to reduce tire hazards, that the 

school boards should set-up minimum financial standards 

ot companies, that more attention should be given to 

appraisal ot properties, that objective methods of dis­

tributing insurance to local agents be determined, and that 

California school di$tr1ots use a standard fire insurance 

torm.. 

The Association of Public School Business Officials 

(12) studied school fire insurance tor the period 1938-45 

and published a report in 1948. Their recommendations 

were to place responsibility for handling the school 

district's insurance, secure reliable appraisal to deter­

mine insurable values, determine the method to be used 

in insuring the buildings and contents. develop a school 
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torm. obtain all possible rate reductions. and maintain 

adequate records. 

Brooker and Remmlein (104) prepared a pamphlet on 

transportation insurance in 1948. It is an excellent 

guide to the problem of school transportation insurance 

and shows the present legal status of transportation insur­

ance 1n the various states. 

Satterfield (141) 1n 1949 made a very careful study 

of legal aspects of tort liability in school districts by 

documenting recent ootU"t decisions., This study is parti­

cUlarly valuable as a summary of recent case law in the 

various states • liis recommendations include a program of 

ourat1ve legislation including abrogation of governmental 

non-liability for tort now enjoyed by most school dis ... 

tricts; protection of the school e.tnPloyee, who is never 

immune· from suit, from tinanoial loss due to injury or 

damages arising out of the scope of his employ~nt; under­

writing the financial loss of the school districts in 

assuming liability for the tortious aots of its board 

mambers, teachers, and other employees by some method ot 

insurance' protection of all persons transported in 

sohoCl· buses tor all school purpos$s; authorization of 

the board of education to insure its students engaged in 

athletics, physical education1 and other organized 

school activities. 



1) 

The Aesociation ot Public School Business Officials 

(ll) published a study of on•the•job liability of school 

employees 1n 1949. The ba&io research for this study was 

done by Hesse (58) in the same year. Hesse's conclusions 

were published by the Association and are listed as 

follows: 

1. Common law immunity does not acknowledge the 
changes of society and gover~nt that have 
taken place since its adoption. Modern life 
has greatly increased in complexity and 
hazards, and the activities ot government 
atteot a larger portion of the population
than in oolonlal days. 

2. When the school district accepts responsi~ 
bility tor its acts and tor those of its 
employees, the result is to relieve the 
employees ot a portion of their risks since 
those inlured will seek recovery from the 
larger more certain unit which is known to 
be responsible for any judgments secured by 
the injured party. Victims of school 
district negligence, who are themselves 
blameless t are thus saved from unwarranted 
burdens. 

). ~unity to tort actions as practiced under 
common law tends to place an unreasonable 
financial burden ~on persons who cannot 
often artord 1tJ injured parties and the 
individual sohool employees. 

4. The modifications which have been made by 
so~ states in the principle of common 
law immunity to tort suits, and which 
continue to be made, seem to indicate a 
trend toward increasing the liability of 
schools for negligent acts. 

5. Charges ot malicious prosecution may
arise if the attacks made are shown to 
be made with malice and the intent to 
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injure, or if the attacker can show no 
reasonable justification tor his interest 
1n the matter. 

6. Fiduciary relationships between student 
and counselor may exist which prohibit the 
counselor trom any betrayal ot the confi­
dence given him by a student. 

7. Students may be oouented upon by employees 
if related to their assigned duties to the 
other persons equally assigned. Communica­
tions must not be made to third parties not 
equally privileged. 

8. Defamatory statements about persons, even 
in the line ot duty, mu.et be tree of malice ;
evidence must show that the statements · 
were believed true .at the time of publica­
tion or utterance to establish a claim of 
not guilty. 

9. Charges ot libel or slander require the 
detamer to prove the truth of his state­
ments to establish innocence. In practice,
the establishment ot proof has been 
difficult. 

10. Members ot the board, administrative start,
and other employees are qualifiedly
privileged in making personal comments on 
other persons if the communication is in 
the line ot assigned duties and is to a 
person equally privileged. The statements 
contained therein must not be made to a 
third party or to the general public un­
less their W9ltare requires the information. 

· 11. Most court cases involving libel or slander 
arise trom statements charging the person
with incompetence or moral indiscretions 
which attack the person's right to 
professional reputation. 

12. Social justice will not be served often it 
the inJured person's only means ot recovery
is against the individual. School 
employees can rarely meet the assessments 
ot damage set by courts, and the injured 
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person cannot usually secure an adequate 
reco~ense for the inJury. 

13. Individual board members and administrative 
officials are not held liable tor 
ministerial acta required ot them by law. 
neither are they held tor well•intentioned 
uae of judgment: however• they can be held 
tor omitting the pertormanoe of ministerial 
duties. .. 

14. In Michigan. the practice is opposite of 
that of New York State; tor Michigan school 
districts are liable only when performing
proprietary functions not mentioned by law 
and which require the use of discretion. 

15. In New York State, the school district can 
be held liable tor the negligent acts of 
e~loyeea who are performing services 
lnij>osed by statute upon the school district. 

16. School employees may be charged as joint 
tort feasors with the school district in 
States which acknowledge responsibility
for the acts of employees. In California 
1t is common practice to name both the 
district and the employee in tort charges. 

17. School board members, administrative 
officials, and other employees are person­
ally liable tor acts performed beyond the 
authority of established law and lawful 
regulations. 

18. In States that follow common law, an 1n· 
Jured party has no right of redress against
the school district or its board. He is 
forced to seek recovery rrom the individual 
whose alleged negligence was the immediate 
cause of t .he mishap. 

19. Teachers and other school employees will 
be held personally liable by courts for 
negligence in the performance of duties 
that fall within the scope of their 
em,ployment. 
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In 19.50 the Research Division of the National Educa­

tion Association or the United States {103) published a 

bulletin entitled "Who is Liable tor Pupil Injuries'?" This 

•ery valuable basio reference for all school personnel 

covers much the same information as that sunmarized in 

the nineteen points above. 

In 19.50 Holy ( 63) wrote "A Study or Public EleJil8nt­

ary and Secondary Education in Oregon." Two pages of that 

s~udy were devoted to a comparison ot insurance premium.s 

paid and losses sustained in Oregon school districts of 

the first class by years 1944 through 1949. Because ot 

Oregon's relatively high loss-ratio, he did not reco~nd 

the se.tting up of a state plan for insurance. Instead, 

he recommended that the State Department of Education 

make periodic studies of this ratio for the purpose ot 

securing reductions in insurance premiums shoUld the 

loss-ratio drop. 

Dougherty (36) m,ade a studr in 1950 or bodily in­

jury and property damage insurance in the United States, 

collecting information on types of insurance used (stock, 

mutual, and self), methods o:r insurance, publicly or 

privately owned vehicles, relative costs of existing 

sc.hool transportation insurance, determination o:r actual 

costs of the different rates of insurance, and the returns 

in terms of claims paid which had been paid. This study 
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had lit,le application to the prElsent study. 

In 1951 Horner (64) made a f1eld study at the Uni­

versity of Oregon called "Are School Busses 1n Oregon 

Adequately Insured?" He reoo.lDIIlended that the State 

Director of Transportation raoomm.end the f'ollow·ing insur... 

anoe coverage tor .sohool b\Ulcuu (a.). $5 •ooo propex-ty 

damage liability. (b) $15·,ooo-$100,000 bodily injury 11a• 

bil1ty, and (c) up to tsoo per person ror medical payments. 

He recommended that a waiver ot immunity clause be includ­

ed in every insurance contract, that each school adminis­

trator ekflm1ne the insuring company oaretl1l.ly, that legal 

liability ot the district be clarified, and that considera­

tion be given to the possibility of setting up a plan tor 

State.wide self'•insurance for school buses in Oregon. 

Smith (146) 1a 1951 surveyed 305 school districts 

in the State of Washington tor the purpose of aecertaining 

ways of reducing insu.rance costs for school districts and 

included the adv~tages and disadvantages ot a state 

insurance fund for insuring school district property. His 

findings are pointed out later. 

'fa,-lor (152) itt 1952 studied til"t 1 liability, and 

vehicle insu:rance in Nebraska public sohools. Some of his 

more important conclusions are listed below~ 

1. Great savings ma.r be had and the same 
protection obtained by use of a co­
insurance clause instead of £lat 

http:oaretl1l.ly
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lnsuranoe. 

2. A great saving 1.fJB.."7 be realized if insurance 
is purchased on a term of longer than one 
year. 

) • The place to stal."t considering insurance on 
sehool buildings is 1n the planning stage 
where hazards m~y be. eliminated, 

4. Computation o:f depre()iat.ion varies greatly
am.bng the sohools. 

S. The amount ot lnsut".anoe carried by the 
school districts is in many cases inadequate 
oonsid•ring the insurable value of the 
school property. 

6. Despite the tact that liabilit1 insuz•anoe 
1s 1llegal for Nebraska schools, 60 of the 
155 reporting indicated that the school 
d1striot curies such ~surtiUloe ~ 

7. Workmen• s compensation inst.U"anoe is 
carried by only 59 of the reporting schools 
despite the tact that it is required by
Nebraska laVIs. 

8 . The average coat of motor vehicle insurance 
during the period covered by the survey waa 
$11.21 paid out . in !ns1.1ranoe premiums tor 
every $l.OO reoove:red in damages. 

9• The cost ot: insurance on driver education 
oars was ~10.91 paid. out for every $.1.00 
recovered 1n damages. 

Scoville (142), .in studying the problem of tire 

protect1qn itt 1952 tor the schools of Oolorado; f.ound that 

a state self.-1nsurance plan for f'!re protection woUld 

provide adequate protection at a lower cost and that 

there is no coordination ot insurance practices in the 

public schools of Colorada. He recommended immediate 
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establishment or a state self-insurance fund and a closer 

supenision of insurance praotioes in school d1str1ots 

by the State Department of Education. 

Whenever applicable, frequent use has been made 

of the findings. conclusions, or recommendations of the 

related studies in the development of the present 

study, 



20 

CHAPTER III 

INSURANCE 

In this chapter it is nec$ssary to discuss some basic 

principles of insurance which apply to all kinds of insur­

ance, including school insurance. Specifically, this will 

include the definition of insurance and school insurance, 

general considerations and principles including: risk, 

the "law of large numbers," the legal aspects of the insur­

ance contract, and such subjects as indemnity, insurable 

interest, subrogation, concealment, representation, warranty, 

waiver, estoppel, the Standard Oregon Fire Policy, and the 

regulation of insurance 1n Oregon. 

Definition of Insurance_.........,.................._- --.;;;..,;;;;;;;..;;;;;;;;~ 

For purposes of this study the definition of insur­

ance found in the Insurance Laws of the State of Oregon 

(lll p.7) will be used. It is stated that "insurance is a 

contract whereby one undertakes to indemnify another 

against loss, damage or liability arising from an unknown 

or contingent event, whereby the .insured or his benefic­

iary sutters loss or injury." When such an insured is e. 

school district or agent of suoh a district the contract 

will be considered as a school insurance contract and 

referred to as school insurance. 
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Risk-
Risk is the chance tor loss. This is an abstract 

definition and refers to the concept of pure risk because. 

pure risks race only the chance for loss. For example, 

when a school district purchases property, it does not ex­

pect to gain by retaining 1t but immediately assumes the 

chance or loss when it is acquired. This is a pure risk. _ 

Insurance seeks to protect suoh risks because to allow an 

insured to gain by having a loss is considered by society 

to be anti-social and consequently illegal • 

.!!!!.. "Law 2!. Large Numbers" 

The "law of large numbers" is the basis ot all in­

surance. Reigel and Miller (134 p.l9) have said, "insur­

ance is the application ot the statistical law of large 

numbers to the economic problem of risk." The tendency 

ot a large number of oases to take on regularity has been 

proved by experiment. A simple artd effective way to 

demonstrate this "law" is to toss a coin. If we toss it 

ten times, it may come u.p eight times as tails and twice 

as heads. We cannot be sure ot the results with so taw 

chances. However, it the coin is tossed so,ooo times the 

result will t•nd toward half' heads and half tails. The 

m.ore trials we make the more and more regular becomes the 
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result and outcomes can be predicted with more certainty. 

Insurance oo.q>anies have observed so many cases 

that they oan now predict in most areas of insurance with 

reasonable certainty, thus reducing their risk but not 

their loss. For the individual this "law" neither reduces 

risk nor afteots loss, because the individual, although 

aware of the result in a large number of oases, does not 

know the result in a single case. The individual must 

therefore transfer his risk to an tnsuranoe company. 

This insurance carrier, having insured 
a large number of similar risks, can arri~e at 
a stable loss certainty and,, due to the 'law 
of large numbers•, oan eliminate the risk as 
far as the carrier is concerned. Theretore, 
it a large number of people insure their risks, 
the risk is eliminated for all or them and is 
replaced by a certain small loss. This is the 
amount paid tor the policy. (92 p,7) 

Las% Aspects 2!_ ~ Insurance Contract 

An insurance pollcy is in actuality an insurance 

contract. Because it is a contract all principles 

governing the relatio~ship between contracting parties 

generally apply to insurance contracts. 

These principles are discussed 1n detail by 

Magee (92, 9)}, Reigel and Miller (134), Ackerman (1), 

and Mowbra1 (101) and are listed briefly as follows: 

(1) There must be an agreement based upon an otter and 

an acceptance with a meeting of the minds. (2) There 



must be a mutuality of knowledge of all material facts and 

the contract must be tree tl:'o:m fraud or misunderstanding. 

To entorce this principle• the doctrines of concealment, 

representation. and warranty have been developed. (3) The 

agreement must be between pa:tt1es legally capable or con• 

tracting. (4) The 1nsu:t>ed must have an insurable interest. 

(5) The contract must be 1n the form required by law. 

(6) It must be based upon valuable consideration. (7) It 

must be for a le.wtul purpose. ( 8) And to collect on the 

contract, the insured must have suffered a loss. 

The Principle .2! IndeJDD1ty 

·It is a principle. ot law that an insurance contract 

is one ot indemnity and not for ga1n. Public policy pre­

vents the insured from profiting from his loss, this being 

an anti•sooial act. 

Insurable Interest 

Insurance is a contract on indemnity only. The 

insured under this contract must have an insurable inter­

est in the property insured in order to sutter from 1 ts 

destruction. In order to oolleot he mu$t suffer a loss. 

unless the insured has an interest he cannot suffer a 

loss. This interest is called an insurable interest. 

It is not always easy to determine insurable interest 
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ana. the Insurance Laws of the State of Or<:Jgon ·dO not ade­

quately d•tine insurable interea1; except tor marine and 

life (lll p.-121.71) which ue not subjects or this study. 

Subregation 1s def1ntd as the right ot an insurer, 

atter paying a loss to the ins\ll:ed, to acquire aU rights 

possessed by the insured against third parties which Sl"e 
,, 

related to suoh loss .. This permits the insurer to sue any 

third party and to .recover the a.moWlt paid the insu:t>ed 

under the policy. Any excess r:eoovered ovEJr the amount 

paid must be returned to the insured a:tter deducting a 

reasonable amount for costs of recovery. 

Co;ncealznent, Repres,entat1on, and War1antz 

It is a tunda:m.ental. pr1notple of the insurance ct>n­

tract that all parties thereto must have a mutual knowl­

edge ot the risk involved. Any material fact tha' is 

~apt or concealed :rrom on• of the parties 1s usually 

grounds tor voiding the oontra:ct • 

.A representation 1s a statement .regarding a pro­

posed oontraot of insurance, .tnade by the insured to the 

insurer before the aetual conti"aot is entered into. 

These. statements may be oral or written and have an 

important bearing on the insurance relationship. Any 

http:p.-121.71
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misrepresentation of a material fact may void the contract 

but must be proved by the insurer. 

Normally the insurer must prove that any representa­

tion is a material fact. To avoid this problem the insurer 

will f requently include a provision in the insurance policy 

that all representations be warranties. All representa­

tions therefore beo'?me part of the contract and must be 

strictly complied with. Oregon, however, has abolished the 

distinction between representations and warranties as to 

the written application by stating that they "Shall be 

deemed to be representations and not warranties." (lll,p.27) 

Waiver ~ Estoppel 

The doctrines of waiver and estoppel tend to compli­

cate the study of insurance. Waiver is defined as the in­

tentional relinquishing of a known right and estoppel is 

said to exist when a person executes a deed or aot which 

precludes him from claiming anything to the contrary. 

For example, if an agent insured a school building 

knowing it to be unoccupied, the company would have waived 

the clause in the standard form policy whio.h suspends 

insurance for vacancy beyond sixty days. Because the 

company is said to hav$ waived a violation of a policy, it 

is estopped from using the violation as a defense in 

denying subsequent liability. 

http:lll,p.27
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The s tandard oreson ~ Pol!or 

The Standard Fire Policy in Oregon was originally 

standardized bf the Oregon legislature in 1918. Later, the 

policy was revised to conform with the commonly known 

New York Standard Fire Policy of 1943. 11his later enact­

ment appears in Insurance Laws of the State or Oregon. 

(lll pp.l69•173). This standard tire policy will be 

discussed 1n detail. in Chapter IV. 

!.!!! Application 

An application for school insurance is merely a re­

quest in which the school district through its agent sets 

forth the fact that it has a risk to be covered by an 

insurer. It is not ~ contract and it is not binding on 

the insurer. It is in actuality a mere offer which must 

be accepted to be binding. If the insurer accepts the 

risk, a binder will be issued. 

The Binder-
The binder is a memorandum of the offer and 

acceptance of the insurance transaction. It serves as a 

temporary policy and binds the insurer to the contract. 
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!!!_Policy 

The policy is the pr1nted 1 formal. and standard in­

surance contract form. It 1s an important and basic docu­

ment and should be thoroughly understood by school 

officials. 

The first part contains the declaration including 

the name and address or the insured, the location of the 

risk, the period covered by the policy• the description 

of the subject insured by the . policy, the amount of the 

insurance and the premium, and any warranties or statements. 

The second part is the contract itself and includes 

the insuring agreement, the exclusions, the conditions, 

and the endorsements. 

The 1l'lsuring agreement defines the coverage under 

the policy and the se~ioes the insured can e~eot from 

the insurance company. 

The exclusions include those subjects which the 

company considers too hazardous to 1.nsure and those sub• 

J~cts which should be covered under other policies. 

The conditions set forth the rights and duties of 

both parties to the contract. 

The endorsement feature is the method used to alter 

or change the basic oontraot form. Its purpose is to 

either extend or restrict the coverage or other 

conditions. 



28 

Regulation ot Insurance .!!, Oregon 

The Insurance Laws of Oregon (111 pp.?-8) specify 

that there shall be a department of insurance in oregon; 

headed by a commissioner, appointed by the governor of 

the state for a tour-year term. 

The general powers and duties of the commissioner 

(lll pp .9..10) are: 

1. To have and exarc ise the power to enforce the 

insurance laws of Oregon, 

2. To issue licenses and certificates to agents 

and companies to do business in the state, 

J. To receive annual financial statements from 

all companies doing business in Oregon, 

4. To see that such companies publish a 

synopsis of this financial statement in 

newspapers of general circulation in 

Oregon, 

5. To furnish "convention form blanks" on which 

companies can sabmit their annual statements, 

6. To purchase forms to furnish as required in 

number 5 above, 

7. To compile and distribute the insurance laws 

and other appropriate publications, and 

8. To preserve in permanent form all records, 
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proceedings and in'fest1gations Ql'i" examina­

tions made of insurance OOllQ?aniea,. 

The insurance depart~nt or Oregon has been in 

operation now tor about 45 years and has brought about a 

standardization of in.suranoe praot1ca in Oregon. a uni­

formity of rates. polioy tox.-ma, and types of insurance 

coverage, State l."$gulat1on is .generally beneficial to 

both the insurance oompanias and the insuring public. 
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CHAPTER IV 

FIRE INSURANCE 

Introduction 

The State or Oregon has an investment ot 

$167,69.5, 3 29 1n public school buildings, $12 • 613 , 287 in 

school grounds, and 24,833,74.5 in school furniture and 

equipment, according to figures released b~ the State De­

partment ot Education tor 1951•52­

This is a trem.ndous inves,ment for educational 

facilities that the oitizen-ta~ayers have made. Its care 

and management demand careful attention b~ those directors 

of public school districts who 8.1"8 responsible tor its 

protection. 

These directors have a direct obligation to ade­

quatel~ protect the tnvestqent in school buildings, 

turn1ture and equipment at the lowest possible cost. This 

protection can usually best be obtained through adequate 

tire insurance and other extended coverages. 

This chapter is concerned primarily with the 

problem of tire insurance tor public schools in Oregon. 

Howeve~, the advisability of boiler insurance will also 

be discussed briefly. 
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Authority ~ PurohasG 71re Insurance 

Fire insurance is the most ·common device used by 

school boards to protect school property against loss~ 

Yet it is interesting to note that the authority to insure 

school prope~ty in Oregon has never been granted by law. 

Some contusion resulted from this tact in the early stages 

ot this study, until it was determined that a number ot 

other states had also tailed to authorize the purchase ot 

tire insurance bt school districts. 

The Clark School Township v. Home Insurance and 

Trust Company ( 28) oase in Indiana in 1898 has served as 

a precedent for approving the actions ot school districts 

who had purchased unauthorized :fire insurance. In this 

widely quoted case the court stated: 

We are of the opinion that, under the 
statutory provision placing upon the trustees 
the duty ot oaring tor and managing the 
school property, a township trustee has such 
implied authority that, 1n the exercise of his 
discretion, he may make reasonable expenditures 
:trom the special school revenues by way of 
procuring insurance on such school property
against tire. 

No similar ease was found in Oregon but it was 

noted that the Attorney General for Oregon had on 

November 22 1 1909, ruled that: 

The authority of the district to build 
and acquire school buildings implies the 
authority to do whate~r is necessary 1n 
maintaining and protecting such buildings. 
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Therefore a district has the authority to 
contract for insurance on its school 
property, and this authority is delegated 
to the board of directors. (108 p.lll) 

The Need for lire Insurance----.iiiiiiiOi;.;;..;;;;;;;;;..;;;;;;;--.. 

A school district, as a sub-division of the State, 

18 organized tor the purpose ot providing an educational 

program and educational facilities tor the youth or the 

d1strict. By law, the directors ot the district are given 

many powers and duties.. One of these duties is to provide 

and care for school property. 

Most directors are mindful of the tact that a bond­

ed indebtedness is the source of most of their school 

property. The size of this indebtedness is strictly 

limited by law. Most directors also realize that, taoed 

with the destruction of all or even part of their school 

property, the bonding capacity of the district would be 

insuttioient to provide necessary capital for property 

replacement or restoration. 

This realization is given impetus by the fact 

that in 19)7 tire struck an ayerage of five schools a 

· day in the United States while in 1952 it was striking 

eight t~ea a day. (20 p.60) 1n Oregon, the State 

Fire Marshal's Annual Reports (115) of insured losses 

by educational institutions showed losses totaling 
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$969,828 for the five year period 1948 through 1952. 

These figures would see4 to indicate that it should 

be mandatory for directors to provide protection of school 

property, yet it is not. It would seem that directors who 

.tail to so protect district property should be personally 

liable tor losses sustained, yet Johnson (70) located no 

case in which the courts had specifically ruled on the per­

sonal liability or a school board member 1n case of loss 

ot uninsured property. 

Methods £! Securing Protection 

In order to prevent a situation from arising where . 
funds would not be available to replace property, school 

boards usually provide some system for providing the 

necessary funds to replace property losses. 

Selt•insuranoe, part1a1 insurance, state funds, and 

insurance in private companies have all been used as 

methods of securing protection. Although there are many 

arguments tn favor ot each of the above systems, the tact 

remains that "Most of the school boards plan to secure 

the needed protection thru insurance. No plan has been 

devised to give absolute protection without risk or loss 

on the part of the school district. While insurance 

costs may seem high, no other adequate plan of protection 

suitable tor all school districts has been 
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developed .• '* (157 :p.ll.) 

'rhe contract ente:red into between the priY"ate instU"­

an~e company and the sehool. d1str1ot 1s provided tor by 

Ore.gon Law. The main d1vis1~ns of an insurance policy has 

been discussed in Chapter III, but it will now be neces­

sary to analyze the provisions ot the Oregon standard 

form because 1t is Yery important tor members or the 

sol,lool board to know the eaot provisions o:r the policy. 

For this reason, most eontre.ct provisions will be quoted 

and analyzed., 

'!'he taoe of the policy includes the amount of in­

surance, the rate, the premiwn., the pe·riod of ins\U"anoe, 

the expiration date~ the name of the insured, and the in­

suring clause,. It is .important that the exact ownership 

or the property be stated becaase of the personal nature 

of the insurance contract, 

!!!!_ Insurtns O.lause 

The coverage of tbe policy extends only to the 

"Actual cash value of the property at the time of the 

loss. but not exceeding the amount wh1oh it would oost 

to repair or replaoe the propel"ty with material of like 

kind and quality within a reaso.nable time after such 

http:eontre.ct
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loss." {111 p.l69) 

By this statement the company has protected itself 

against an insurer who overinsures his property and 

against the necessity for replacing the class of building 

which might now be required because of some state or city 

statute or zoning ordinance. 

The policy carefUlly states what is insured against: 

•••all DIRECT LOSS BY FIRE, LIGHTNING 
AND BY REMOVAL FROM PREMISES ENDANGERED BY 
THE PERILS DlSURED AGAmST IN THIS POLICY, 
EXCEPT AS HEREmAFTER PROVIDED, to the 
property described hereinafter while located 
or contained as described in this policy, or 
pro-rata for five days at each proper place 
to which any ot the property shall necessarily
be removed tor p.reservation from the perils
insured against in this policy, but not 
elsewhere. (111 p~l69) 

The policy covers property at the designated loca­

tions only but in case of tire the property can be removed 

to other locations. In this case • any insurance 1n excess 

or the company's proportion of the value of the property 

remaining in the original location applies to the property 

removed to the new location for a period of five days. 

The insuring clause also states, "Assignment of 

this policy shall not be valid except with the written 

consent of this Company." (111 p.l69) Due to the personal 

nature of the insurance contract, the insurance does not 

follow the property without the consent of the company. 

School property does not change hands frequently but this 
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clause should be noted carefully nevertheless• 

In summary then, the first page of the insurance 

contract, including the insuring clause, actually sets 

three important limits to the company's liabili.ty under 

the contract: (1) the .maximum l1m.it is the taoe value of 

the pol1oy; (2) the amount is the actual cash value at 

the time or the loss and (3) limits the liability to the 

cost of repairs or replacement with materials of like kind 

or quality. 

The actual terms of the policy appear as numbered 

lines and are stated on the second :page. They should be 

thoroUghly understood by every policyholder. 

Conoeal.m.ent and Fraud ._................................ - ...................... 

L~es 1 through 6 state: 

This entire policy shall be void it,
whether before or after a loss, the insured 
has willfully concealed or misrepresented 
any material tact or circumstance concerning
this insurance or the subject thereof, or 
the interest ot the insured therein, or in 
case of any fraud or false swearing by the 
insured relating thereto. 

This clau.se protects the insurance company against 

fraudulent claims made by the policyholder. Such con­

cealments or misrepresentations which could void a 

contract were defined and discussed 1n Chapter III. 

However • for emphasis it should be stated that such 

http:liabili.ty
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misrepresentations or concealments Jm1st be intentional, 

material, made to induoe the insurance contract and 

actually harmful to the insurer 1n order to void the 

contract. 

Uninsurable !!!.2:. Excepted Property 

Lines 7 through 10 stat•; "This policy shall not 

cover accounts, bills, currency, deeds, evidences of debt, 

money or securities; nor 1 unle$8 specifically named here· 

on in writing, bullion or manuscripts." 

These exceptions are made du to the difficulty of 

actually proving the x1stence and or value of such 

property. Schools ordinarily would not be greatly affect.. 

ed except possibly by the loss of currency or money 

receipts which might be destroyed on the premises. 

Perils not Included....,........,_,__........,..............._ 
Lines ll through 24 statet 

This Company shall not be liable for 
loss by fire or other perils insured against
in this policy caused, directly or indirectly,
by: (a) enemy attack by armed forces, inolud• 
1ng action taken by military, naval or air 
forces in resisting an actual or an immediately
impending enemy attack; (b) invasion; (c) in­
surrection; .(d) rebellion; (e) revolution; 
(f) civil war; (g) usurped power; (h) order of 
any oivil authority except acts of destruction 
at the time of and for the purpose of prevent­
ing the spread or tire,. provided that such tire 



did not <>r1ginate t.rom IU'lf of the pe:rils <iX• 
olud$d by this pQ:llcya (1) neglect of the 
instU"ed to u.se all t-easonable means to save 
and preserve the property at and a:rter a loss, 
ot- when the propE;Jt't.y 1s endangered br fire 
1n ne igbbor1ng pHlllisea.; ( j ) nor sha l this 
ConxpallY' be liable tor loss by theft.• 

tfnder the policy, the company is not liable for 

losses by fire or other p.erils insured against when caused 

directly or indirectly by {a) through (g) because most 

insurenoe compan1Gs do not consider these 1tems ins.ur· 

able. In the oase of (h), civil. authorities sometimes 

must dynamite or destr·oy a building in order to prevent 

the spread o:f fire.,. When this is necessary and the fire 

was not caused by reason of (a} through (g), the pol1oy 

will apply and oo11er .• 

It should also be noted that the insured is obli­

gated to use every reasonable means to protect his own 

property., during and atter a fi:re. '!'he company 1Q not 

liable tor loss by the·tt beoausa thls policy is a fire 

policy not a burglary policy. 

Other Insurance 

Linea 25 through 27 st·at&; "Other insurance may 

be pro.hibited or the 8Jl'l.O·Wlt of insUl"anoe may be liln1tad 

by endorsement attaohed h$reto." 

This statell16nt does not prohibit. other insurance 

1n the same company but it might under unusual 
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circumstances, or in the case of a large school system, be 

used by the company to linli t the amount of the insurance 

by an endorsement to the policy. 

Conditions Suspendipg £! Restricting Insurance 

Lblea 28 through 37 state: 

Unless otherwise provided in writing
added hereto this Co~any shall not be liable 
tor loss occurring (a) while the hazard is 
increased by any means within the control or 
knowledge of the insured; or (b) while a 
described building, whether intended tor 
oooupanoy by owner or tenant, is vacant or 
unooo~ied beyond a period of sixty conse~ 
outive days; or (c) as a result of eX.Plosion 
or riot, unless a tire ensue, and in that 
event for loss by tire only. 

unless otherwise endorsed, these three situations 

merely suspend the insurance coverage. Just as soon as 

the conditions no longer exist, the policy goes back 

1nto ettect. When one of these items is thought to in­

crease the risk, the insurer can either increase the 

premium or exclude the liability. Explosion and riot are 

commonly covered by the extended coverage endorsement. 

Other Perils ~ Subjects 

Lines 38 through 41 state: "Any other peril to be 

insured against or subJect of insurance to be covered in 

this policy shall be by endorsement in vrit!ng hereon 

or added hereto." 
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This clause provides that every other peril or sub­

lect of insurance to be in force and affect must be at­

tached to the policy by way of a written endorsement. 

Many such endorsements are aTailable to school districts 

and others. 

Added Provisions 

Lines 42 through 48 state: 

The extent of the application of insur­
ance under this policy and of the contribution 
to be made by this Company in case of loss, 
and any other provision or agreement not 
inconsistent with the provisions of this policy.
mar be provided for in writing added hereto. but 
no provision may be waived except as by the 
terms of this policy is subject to change. 

This clause indicates that other provisions or ag­

reements which are not inconsistent with either the State 

law or with the terms or the policy may be added by a 

written endorsement. 

Waiver Provisions 

Lines 49 through 55 state: 

No permission affecting this insurance 
shall exist • or waiver of any provision be 
valid unless granted herein or expressed in 
writing added hereto. No provision, stipula­
tion or forfeiture shall be held to be 
waived by any requirement or proceeding on 
the part of this Company relating to appraisal 
or to any examination provided for herein. 



41 

This section is far more applicable to other classes 

of insurers than it is to school districts because it in­

volves insurable interest. As soon as there has been a 

claim for loss filed, an ad·juster ascertains the amount 

of the loss and generally helps the ·claimant file his 

loss claim. This is usually done before the matter of in­

surable interest has been checked. After there has been 

an agreement as to the extent of the loss, the adjuster 

will ask the insured to sign a non-waiver agreement, This 

gives the insurance company an opportunity to check on 

insurable interest and other clauses in the contract 

later without jeopardizing the right o.f the Company to 

refuse payment in case of soms violation or some other 

clause in the contract. 

cancellation 2tPolicz 

Lines 56 through 67 state: 

This policy shall be canceled at any
time at the request of the insured, in which 
case this Company shall, upon demand and 
surrender or this policy, refund the excess 
ot paid premium above the customary short 
rates tor the expired time. This policy may
be canceled at any time by this Company by
giving to the insured a five days• written 
notice of cancellation with or without tender 
of the excess of paid premium above the pro... 
rata premium tor the expired time, which 
excess, 1t not tendered, shall be refunded 
on demand. Notice of cancellation shall 
state that said f!xoess premium (if not 
tendered) will be refunded on demand. 
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Cancellation of the policy of the inaured can take 

place upon demand and up()n sur:rendet- of the policy. The 

pf&mium. tor the unexpired term., less a small charge :for 

overhead, will be refunded. This amoWit is determined by 

us1n6 the short rate schedule. 

It the po~ioy is canceled by the company, a five 

day written notioe ,must be ginn the insured. In this 

case the premiunt must be returned pxoo.-.rata and the 

company will receive nothing tor overhead. 

Mortsase .Interest ~ Obligation. 

Lines 68 through 85 state: 

It loss hereunder is made payable, in 
whole or in part , to a designated mortgagee 
not named herein as the insured, such interest 
1n this policy may be canceled by giving to 
such mortgagee a ten days' written notice of 
cancellation. If the insured tails to render 
proof ot loss such mortgagee. upon notice, 
shall render proof o:f loss in the form herein 
specified within sixty (60) days thereafter 
and shall be subject to th·e provisions hereof 
relating to appraisal and time of payment and 
or bringing suit. If this Company shall claim 
that no liability existed as to the mortgagor 
or owner, it shall to the extent of payment ot 
loss to the mortgagee, be subrogated to all 
mortgagee•s rights of recovery~ but without 
impairing mortgagee's right to sua; or it may 
pay off the mortgage debt and require an 
assignment thereof and or the mortgage. Other 
provisions relating to the interests and 
obligations of such mortgagee may be added 
hereto by agree~ent 1n writing . 
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Under this section or the oregon standard policy 

form. the mortgagee has the same rights as to appraisal, 

tl.rJie ot payment and suit as does the mortgagor, if the 

loss 1s .made payable to a designated mortgagee~ If the 

owner tails i;o sub.ttdt proof of loss 1 the .mortgagee ls ob-. 

ligated to do so.. If the ·Company should pay the- mortgagee 

and not the owner,. 11; may h~ve subrogation ot the 

mortgagee's rights or may P8.1 thcs mortgage. The company 
" 

could thereby obtain actual ownership ot the property. The 

•ortgagc:Je also receives ten days' w:r1tten notice instead 

ot the ·\.UH.lal tive days' notice. 

Llnes 86 thro~h 89 state: 

This CoMPanY' shall not be liable for a 
gree:ter p:roport1cn ot any loss than the amount 
hereby insu:re.d shall bear to the whole 1nsur.. 
ance covering the property against the peril
involved, whether eollect1ble or not. 

This section is tiO pro111de tor situations where 

more than ·one tire 1nsuranc~ polioy covers the same 

property. _The loss will be in the same proportion as the 

policy bears to the entire insurance on the particular 

risk·.. This is true wh6thf5r or not one or mox-e of the 

other oolnpan1es e.ra solvent or in.solvent. 

This clause is not understood by many people and 

is so important that an illustration is provided for 
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further clarification. 

suppose a school building is insured tor 100,000. 

Insurance 1s carried by three co.m.panies 1n amounts or 

$75,000, 15,000 and 10,000. In event or a 50 1 000 loss 

the conwanies would be responsible tor $J7.ooo, $7,500 

and 5,000 respectively. However, if the school district 

could not collect on one or more of the policies, the pro­

rata obligation or the remaining company or companies 

would remain unchanged. When this principle is tully 

realized, districts will give great care and consideration 

to the problem of allocating insurance to companiee. 

Requirements ~ .2.!!!, ~ Occurs 

Lines 90 through 122 state: 

The insured shall give immediate written 
notice to this Company of any loss, protect the 
property from further damage, forthwith separate
the damaged and undamaged personal property, put
it in the best possible order, furnish a complete
inventory of the destroyed, damaged and undamaged 
property, showing in detail quantities, costs, 
actual cash value and amount of loss claimed; 
and within sixty days after the loss, unless 
such time is extended in writing by this Company,
the insured shall render to this Company a proof 
or loss, signed and sworn to by the insured, 
stating the knowl•dge and belief of the insured 
as to the following: the time and origin of the 
loss, the interest of the insured and or all 
others 1n the property • the actual cash value 
ot each item thereof and the amount ot loss 
thereto. all encumbrances thereon, all other 
contracts ot insurance, whether valid or not, 
oovering any of said property, any changes in 
the title, use, occupation. location, possession 
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or e~osures of said property since the issuing
of this policy, by whom and tor what purpose any
building herein described and several parts
thereof were occupied at the til!le of loss and 
whether or not it then stood on leased ground,
and shall furnish a copy ot all the descriptions
and schedules in all polieies and, it required,
verified plans and specifications of any
building; fixtures or machinery destroyed or 
damaged. The insured, as often as may be 
reasonably required! shall exhibit to any person
designated by this co~any all that re.Qlains ot 
any property herein described, and submit to 
examinations under oath by any person named by
this Co.fli>an.r, and subscribe the same; and, as 
otten as may be reasonably required, shall 
produce tor examination all books ot account, 
bills, invoices and other vouchers, or certified 
copies thereof if originals be lost, at such 
reasonable time and place as may be designated
by this Company or· 1 ts representative, and shall 
permit extracts and copies thereof to be made. 

These requirem6nts outline the duties of the insured 

1n case ot loss and carry a bewildering array of technical 

material. Agents have assured the writer that, 1n most 

oases. these exact requirements are very seldom put to 

use• especially in the case of school districts. However, 

there are some very important and special requirements, 

like furnishing immediate written notice of loss, 

protecting the property from further damage, separating 

damaged personal property f'rom undamaged property and 

putting the same 1n the best possible order. 

Then too, the "furnishing of' a complete inventory" 

is especially important for school districts. This 

inventory should be made at the time of insurance and 



should include quan.t1ty 1 cost., date of purchase • and esti• 

mated present 1'alu.e . It should be kept current and be 

filed 1n a place not likely to burn with the property 

insured . 

Proof of loss must be :rurnlshed within si:x:ty days 

according to the poliey,. although the Insuranae Laws of 

the State. of' Oregon :(111 p . l7') 1nd1cate such proof must 

be furnished in ninety days. Tbis is an inoonsistenoy 

which could be construed in favor of the insured in case 

of litigation~ 

Most of these teolulioal Q.lauses are for the protec­

tion of the insurance oom.pa.ny ln oase the insured is 

suspected of attempts to d&fl'aud or to profit from his lOss. 

Lines 123 through 140 state; 

In oase the insured and this Company
shall fail to agree as to the actual cash 
value or the atnount of loss,, then , on the 
written demand of either, ~·aoh shall select 
a competent and disinterested appraiser and 
notify tha oth~r of the appraiser sele~ted 
within twenty days of such demand . The 
appraisers shall first s$lect a co~etent 
and disinterested u.t~Wire ;. and failing tor 
fifteen days to agree up an such umpire ; then, 
on request of the insured or this Company, 
such ~ira shall be se~eoted by a judge
of a court of record i.n t he state in whio.h 
the property ooV'ered is located. The 
appraisers shall then appraise the loss, 
stating separately actual cash valu.a and 
loss to eaoh item; and, failing to agree,. 
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shall submit their di,fterences• only, to the 
l.UDPire, An awa:rd in writ1ng 1 so iteinized,. :ot 
any two when tiled with this Company shall 
determine the a.mouat of ao.tual oasb value and 
loss. Each appra:tse:r shall be paid by the 
party selecting _hlm and tlle expenses o_r appraisa_l 
and um;pire shall be paid 'by the parties equally. 

·t.rh1s section 1s 1nclud.ed to cover a situation where 

the insurance compan,y and t .he insured cannot eo• to an 

agreement on the aJJlOunt <af the loss. In checking w1 tb. a. 

number of agencies-. it was tolUld that this section ls v•ry 

seldom used. 

It the two p-arties to the insurance agreem.ent o·an­

not agree on tbe amount ot the loss, then on written demand 

ot either party, each shall St,ilect a competent and 

disinterested appraiser and the two appraiseJ;-s will 

select an umpire. An aareetQent ot any two will determine 

the amount Qf the loss. It the appraisers cannot. agree 

on an umpire sueh selection will be \l,y a Judge of any 

eour~ ot record in whose jurisdiction the property is 

located. 

Lines 141 through. 149 state ,, 

It shall be optional with this Company 
to take all .r or any part, or the property at 
the agretld or appraised value, and also to 
repair, rebuUd or replaoe the property
destroyed or da.maged with other of like kind 
and qual1 t .y wtth1n a reasonable t iDle ., on 
g1v1ng notice ot its intention so to do within 
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thirtr days arter the r<i()elpt o:r the proof ot 
lose h•rein required. There can be no 
abando~nt to this Co~~Y ot any property. 

This glves the company tht option of either repair­

ing or l:"ebuUding the damaged property with materials ot 

like k.lnd and qual1ty1 or o:t paying the cash value or the 

damage. The company may takt all or any part of the 

damaged property at e agreed pr1o.e. However, the in~u.red 

cannot decide to turn over any ot the damaged property to 

the 4tunpant beoause sueh transfer is at the option of the 

company. 

Llnes 150 through 1!>'6 state: 

No suit or aott.oa on this policy ror 
the recovery ot any ola1m shall be sustainable 
in ~~ oour; of law or equity unless all the 
requ1rements of this polloy shall have been 
complied wlth, and utlless ()Omrnenoed within 
twelve months next a:tter inception of the loss~ 

Vnless all oonditiens ot the policy shall have 

been .OOJllPliEJd with, no $uit may be instructed against the 

company. This pol'-oy is a oontr.oact and as such all 

oonditlons ha'te been agreed to by the parties involved 

and the company is perfectly jus.ti!'ied in holding to 

this particular ole.use. This protects t.he company rrom 

unne.cessa.ry suits. concetved in emger~ over petty 

differences but does not dEJny either party reoO\U"Se at 
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law providing all con~act oond1 t ,ions have been met. Suits 

JUU&t be 1nst1tuted within a twelve month period after the 

t ,1me of the loss. Should the tinal appraisal take more 

than one year to eomplete, the time tor filing suits will 

be extended propo~t1onate~y. 

Subrogation 

Lines 162 through 165 state: 

This oom.pany may require .from the ln... 
sured an assignment of all right ot recovery
against any party for loss to the extent 
that payment therefor is made by this Company. 

Stlbrogation was defined and explained in Chapter III. 

However, it should be stated here, that the company may re­

qui:-e an assignment ot the irun.tre,d• s right of reoovery 

from a third party. This would be tor any amount up to 

the s,wn. paid by the company to the insured. Sllbrogation 

1s used only 1n cases involving negligent third parties 

involved in the particular loss. 

There 1s tar more involved 1n an insurance contraot 

than merely bUying a policy. For schools in particular, 

there a:re a number or important responsibilities that 
. 

should be summarized here; (a) great, care should be taken 

tn establishing the initial value of school property; 

(b) lnitlal inventories should be oo.m.plete and accurate 

and kept current; (c) records attd inventories should 
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be stored 1n a place that will not burn with the school 

property so records oan be produced as proof or loss; 

(d) reliable companies should be selected; (e) the person 

charged with the responsibility of the insurance program 

should be thoroUghly familiar with all contract provisions, 

and (1') an established procedure for reporting losses, 

like a "battle plan•" should be in readiness at all times. 

Endorsements 

It 1s a fundamental condition of the Oregon 

Standard Fire Policy that any change must be made in 

writing. This is accomplished through a system or en­

dorsements. Most of the endorsements used by the various 

insurance companies operating in the State are published 

by the Standal"d For.m,s Bureau or San Francisco. 

There are about two hundred such endorsement forms 

now in current use in Oregon. Obviously• time and space 

will not permit a discussion of each one. Then too, not 

all of them would be applicable to schools. Therefore, 

only extended coverage, the average or coinsurance clause 

and depreciation insurance endorsements will be discussed. 

Extended Coverage Endorsement 

The extended coverage endorsement extends the fire 

insurance policy to include such additional perils as 
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windstorm, hail, e~los1o:n. riot attending a strike, c1v1l 

oolDQI.Otion. aircratt, vehicles• and smoke. 

It should 'be noted that this endorsement merely ex­

tends the coverage and does not increase the amount of the 

1neuranca~ It cannot be written as a separate policy and 

an a.dditiollal premium. ta chargs4. 

Speald.n.g of ·extended covex-age t Linn and Joyner 

(85 PP-53•54) said: "The broad coverage attorded by this 

clause is an important part of any oity school district's 

insurance program- One lerge school district, for in• 

st-anoe, ror seve:ral years collected more under this clause 

than under tire coverages ... 

Coinslll"ance .A.verase OlaW'e 
. . . . 

The prinotple !nvolV$d in this clause is very 

s1Jnple, lt merely proposes that the greater the amoqnt 

of insurance carried Oh a risk relative to its full in• 

surable value, the lower the insurance rate per unit of 

value will be • 

Fire insurano$ oo.mpan1es a:re willing to m.ak such 

reduct1o.ns 1n rates beaa~se they know that most losses 

are partial losses. This was confirmed by West 

(174 p.l2) who reported a study made by the National 

Underwriters Association to the ettect that in every 

1,000 fires only three would ha'ite a loss of 90 to 100 
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per cent • whereas 751 would sutter a loss from. one to ten 

per cent. 

There are five average groUp percentages~ 60%, 

70%, SO%, 90%, and 100%1 witll each carrying a lower insur­

ance rate than the rorme:r. 

To see how the avti}rage or oo1neuranoe clause works. 

let us use an example of a school building worth $100,000. 

In taking out the pt>ligy, the school district elected to 

take the ao pel' cent average clause. This means that the 

district agrees. to keep 80 per cent of the value of the 

bui~ding itlsured. This would be so.•ooo. It will be the 

re$pOnsib1l1ty of the district to determine the value of 

the building insured and to keep up the 1nsl.lrance. If 

the district fails to keep up the required percentage of 

insurance• it will be penalized. 

The following formulas s·how how the liability of 

the insurance ooD'ij)any is a~r1vecl at and the penalty it 

any that the distriot will. sutter: 

No. 1 • Al:aoMt ot Insurance 
S~ or Property Vaiua 

X Amount of Loss ::r 

Co.mpany' s L1a'b111ty 

or 

No. 2 • Amount or Insurance
Am6unt of Insurance 

X Amount or Loss :: 

that shoUld have 
been taken Company's Liability 
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If the loss was $4:0,000 and we apply formula No. 1 

above, the result would be as follows: 

uo,ooo (Atn.ount or Insurance l x t 40 ooo (Loss} :o,Ooo (Sf$ of Property Value} ' 
$40,000 Reoove~ed 

If, however-, after the loss it was found that the 

property was now valued at $1.501000 instead of the 

original loo.ooo due t o a general appreciation of' 

property values, then tormula No. 2 would be applied as 

follows: 

it!§'aggg · (~unt or Insurance) X $40,000 (Loss) : 
v 2 j (Sv~ of present value} 

It thus becomes apparent that 'the a~e~age clause, 

whll.e reducing the oos.t ot insurance ., forces the school 

distriot to keep up its insurance to present property 

val.ues or sutter appropriate losses fo:r not doing so. 

In speaking ot this point., Steinhauer indicated, 

"The presence ot the 8~ coinsurance clause in the insur­

ance aontraet is a •money savtr• only if sound value ot 

the property is known . " (150 p . 97) 

Table I shows a number ot oth6r examples or the 

operat1on of the 80% oo1nsuranoe clause. 



TABLE I 

OPERATION OF SO%· COINSURANCE (85 p.91) 

Calh V~lUI lltaU!'mtde ' !Yi!hll'anoe r:oss Recovery toss 
ot Property Required in by from b1

Insured by SO% Force F1re Insu.rer In• 
Clause sured 

$100t000
1oo.ooo 
100.,000 
100,000 
100,000
loo.ooo 

tso.ooo 
so,ooo 
so.ooo 
so.ooo 
so,ooo 
so.ooo 

$80,000 
80,000 
so,ooo
6o,ooo 
70,000 
90,000 

$20,,000 
so,ooo 
90.000 
40,000 
80,000 
90,000 

t 2o,ooo $ Nil 
80,000 Nil 
so.ooo 10,000 
30,000 10,.000 
70,000 10,000 
90,000 Nil 

Upton (155) in h1s s'udy of California school dis~ 

tricts found that about 80 per cent of the city districta 

studied were using the coinsurance principle and Mann 

(95 p,.l02) stated: "Ullder present conditions coinsurance 

on a three-year or five•year term is the most economical 

way to buy insurance to'r so.hool buildings." 

Dep:reaiation Insuraaoe 

This clause is used by a n~ber of school districts 

1n Oregon because 1t relieves school authorities of some 

of the problalllS connected with reappraisal and deprecia­

tion. 

I.n settl1ng losses unde.r the Standard tire 

policies, the insurance company settles on the basis of 

the replaC$ment Yalue ot the school building less 

r 



55 

depreciation. This value is at the time of the loss; 

rather than on the basis of the cost of actual replace­

ment of the property. 

When the depreciation insurance clause is added 

by endorsement to the standard policy. it permits the 

school district to collecst the full replacement value of 

the building. This feature seems to appeal to many 

school districts notwithstanding the fact that the dis­

trict m.ust carry the 100 per cent average clause with the 

consequent premium increase but at the lower rate. 

This type ot insurance applies only to school 

buildings and does not cover school equipment or other 

contents. Yet, it has great appeal to many school boards 

because they know if a loss occurs complete building re­

placement will be made with little or no additional cost 

to the district. 

Viles (157 p.ll) found that the ordinary fire 

policy usually written tor school districts was in one of 

the following three forms: (l) Specific Coverage Policy, 

(2) Specific Schedule Policy. or (J) Blanket Coverage. 

The specific 1s a rather common form. As Magee 

(93 p-.156) says: "It covers one kind of property in one 

definite location. When the building and contents are 
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1.nslU"ed unde1! a single polioy, with definite amounts on 

eaoh., the policy continues to be specific." 

Schedule policies are act.ually variations or the 

specitio coverages~ ,.All buildings belonging to an insured, 

with their contents, may be grou,ped on a s1ngle torm, in­

stead ot on se-veral f· orms ~• supplying specific insurance on 

each property." (93 p,l,7') 

'l'he speoitlo types have certain disadvantages for 

schools as Viles (1'7 p.,ll) pointed out when he said: 

"The l.lSe ot the specific policy toru u.suall.Y in'folves a 

considerable a.QlO\Ult ot reeol"d keeping, .and the computing 

of premium costs at different rates for each of several 

buildings." 

The Blanket Oove.rage form ts briefly defined by 

Magee (93 p.l;6) as .follows; 

A Blanket. Polley covers the same kind of 
property 1n di:tt·erent locations, or different 
kinds or property at a single location. Thus 
se..ral buildings in different locations may
be 1nsur~d under a blanket policy. as may
stocks of goods, or merchandise located tn 
diff'erent\ wareltouses or stores,, or buildings
and contents at a single location. 

This Blanket Policy seems to be the best and most 

popular for school districts. Cross ()It p.l?8) stated: 

''The blanket form or policy 1s most popular becau,se ot 

its low rates. its equal protection of buildings and 

contents; and its following of property, whose location 
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may be changed." 

Linn and loyner (85 p.92) indicated that of 142 dis­

tricts studied by the Pub.lio School Business Officials 

Ass,ociation; lll reported they usad the blanket polioy 

term. They also give a good aWD.Dlary of the advantages 

usually given for the tlSe of the blanket insurance form.: 

1 . The distriqt detinitely knows at all times 
that pro;pe:rty at l,c;,eatlons designated in 
the blanks t form. 1s in's urad • 

2 . Removal of property :from one building to 
another at the location designated in the 
blanket torm i,s automatically covered. 

3. The district has but one rate to use for 
the l ,ocation covered, and errors are not 
as likely to occur when policies are be1llg
checked with specific 1nsu.rance; ther$ are 
many individual rates on buildings and 
eontents~ 

Appraisal of school property for the purpose of' 

determining the lasu,rable val.ue ls one ot the most 

important problems connected with the school district's 

insurance program. This 1s most especially true where 

the standard fire policy carries a coinsurance clause . 

It will be remembered that the Oregon Standard Fire 

Policy reqt\ires that the dist,r1ct know what the sound 

value of its property is at a:t.l t1znes. It also requires 

the district to oarry the appropriate amount of 
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insurance. "This sound value represents the cost, at the 

time the fire occurs, to reproduce the propert~ at the 

then prevailing prices of labor and materials. less the 

actual depreciation." (85 p .?S) 

To determine reproduction costs of any existing 

school building is not onl~ a difficult task but involves 

aver~ special kind of technical knowledge. Steinhauer 

(150 p.96) however, found tha~ "The insurance value of 

school buildings is largely determined by estimation on the 

part of the Board of Education either as a whole or by 

soma members of the board to whom authority is delegated." 

Ta~lor (152 p.l53), in his stud~ of insurance in Nebraska 

as late as 1952, found that only 2).4 per cent of the 

school districts reporting used an appraising group to 

determine insurable values. 

Because of the technical knowledge needed to make 

accurate and satisfactory evaluations, the Washington 

School Board Association (163 p.2) said: 

It is recommended that every school 
district have a professional and independent
appraiser make a full analysis of its 
property once every five years. The value 
at which he arrives can be kept reasonably 
u,p to date by having a 'thumb nail' appraisal
made once during each school year, at which 
time current building cost factors can be 
applied. A 'thumb nail' appraisal can be 
obtained for 10.00 to 20.00 per structure;
full appraisals are more accurate and more 
ex;pensive. 
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In choosing $tlCh a proreseional or independent 

appraiser, West (174 p~65) s~gests the toll.ow1ng tests: 

1. Will the apprttisal be correct, reliable and 
show all the values pertaining to the 
property in order that the owner be fUlly 
proteote·d? 

2. WlU the completed so.hedule be in suoh 
order and form as t~· be accepted by the 
adJu.ster aa a b«ud.s Qt settling the fire 
losses which may oo.our under the policY? 

) • Will they safeg'l.lud and protect the owner 
under the coinsurance clause? 

Such.. services will cost school districts money. 

Iiowever, every prudent board will ascertain in advance 

what suon services will. cost and weigh this expense 

against the advantage of aoCUl"ate and acceptable 

appraisals• and agatns'b the knowledge that the dist:rict 

will be ne1 ther over insured .nor \Ulder insured w Upton 

(155) found that the cost or aPJ>li'aisal varied as much as 

two cents to tifty•one ¢ents per $1,000 of value. 

ARPraisal of Co~tents 

lt has been previously stated that a complete and 

accurate inventory of school building contents and school 

equipment is 1ndispens·ablEJ to the school insurance program. 

Only by haT~ing such a complete inventory can the district 

be tully protect.ed in case of a tire loss. 

There is no agreement., as far as this Wl"iter can 
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determine, among appraisal authorities as to the rate or 

depreciation on equipment. This is due to the great varia­

tion 1n district policy with reterenoe to maintenance and 

replacement of s,uoh equip.rnent. 

Speaking of tllis problem Linn and Joyner (8; p . 87) 

state: 

Probably the best procedure for a school 
ofticial to use would be to check through a 
local agent to the most r~liable fire adjust­
ment bureau or oompa.n1 in the area and obtain 
the rates which would be used or which would be 
acceptable in adjusting a school t1re loss. 
Calculations for depreciation for insurance 
purposes becomes an almost impossible task and 
no rea~ benefit would be derived. 

In setting up an insurance program~ school officials 

should b cognizant of the tact that building rates are 

lowEJr than rates on contents. Viles (160 p . 6) indicates 

that fixed and loose contents should be insured separately. 

Fixed contents value should then be added to the insur­

able value of the building~ Although not considered as 

p8l"t of the building, they are nevertheless insured at 

building rates. 

Linn and Joyner (85 p.88) give soma specific 

examples of types of fixed equipment that may be 

classified under such building rates. They are: fixed 

desks, fixed tables. benches. oases, counters. lockers, 

ohal.kboards 1 bulletin boards • fixtures , lighting fixtures, 

and stationary heating, lighting, and ventilating 
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equipment and apparatus. 

One problem that confronts a school district 1n 

setting u;p an insurance program is the selection of insur­

ance co.m,pan:ies. In general; the district aan choose between 

stock and mutual companies or a combination or the two. 

In Oregon, the problem is somewhat stxqpli:f' ied be ... 

cause of the regUlation of insurance by the State Insurance 

Dtparl.ment .. When the law provides for a Standard Fire 

Pol1ctt and. when the department of insurancHl is given 

authority to approve rates and the :financial condition ot 

J.nsuranoe OOJDPI!ln1es, it se,rves as. a protection for the 

insurance purohaser. 

It is generally recomme.nded that school districts 

set up oarta1n minimwn: standards that insurance companies 

should meet for the llltlXimWli .Pl.'"Oteotion of the district,. 

However, any COl.DJ>a.nt appro'Y'f:ld tor operation in Oregon 

will have been tound to meet the minimum requirements 

of th.e State and can be considered safe • 

Xn the case of Mutual Companies however, a differ­

ent problem presents itself. Punke {124) has shown that 

in .IJloEU1¥ states, school districts are not permitted to 

insure with mutual companies. The chief objection in the 

minds of most lawmakers is that premium charges tmder a 

http:COl.DJ>a.nt


mutual policy cannot be definite and the policyholders may 

be called upon to pay additional assessments. It has 

therefore been held by courts that this assessment con­

stitutes, in effect, an unl1m1ted pledge of the district's 

credit and is therefore illegal. This objection is not 

usually valid where the policy of the mutual company is 

non-assessable. 

As far back as Novemb~r 22. 1909, the Attorney 

General for Oregon ruled (lOS p .llO} "A school district in 

the State of Oregon is authorized as incident to its 

authority to own school property, to beco.me a member of a 

mutual tire insurance association." 

Further clarifioation came from the Oregon Supreme 

Court in the oase ot Johnson v. School District No . l of 

Multnom.ah County (69) where it was held that a school 

district could not lawfully insure its property with the 

Northwestern Mutual Fire Insurance Company, on the ground 

that a municipal corporation cannot become a member of a 

Joint-stock company. Mutual companies are not usually 

Joint-stock companies as Magee indicates when he says: 

"A mutual insurance company is a corporation owned, 

operated, and controlled by its policyholders. It is 

organized under general laws tor the purpose of providing 

insurance for its policyholders at oost. Every policy­

holder is a member of the company. There are no 

http:Multnom.ah
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stookholders.(93 pp.4l•42) 

on June 9, 1942 1 the Attorney General ruled again 

on the problem when he stated thatt "Counties, school 

districts, and other muniolpalit1es may attain necessary 

insurance 1n inter-insurance exchanges • provided policies 

are non-assessable and conditions of section 101-1304,_ 

o.c .L.A. as amended by Chupt~n.· 268, Oregon Laws, 1941, 

relating to surplus and deposits are complied with." 

(108 pp.644•645) 

Savings oan usually be made by insuring with mutual 

companies as pointed out by L1nn and Joyner (85 p .120) when 

they said " •••• insurance may be placed with mutual 

com;panies at a lower cost than ·that charged by stock 

companies. In some oases the savings to be effected by 

insuring with mutual co~ani$s are very substantial." 

Burke (24 p.528) reco~nds insuring with strong 

mutual companies where this is legal and recommends co­

/ operating to lega.l4.ze this type ot insurance coverage. 

Upton (155) round that over half the California 

school districts studied bought insurance from stock 

companies o~y and that fewer than one-half insure with 

mutual companies but that the number was increasing. 

Insurance Rates 

The regulation of insurance is a function of the 

http:lega.l4.ze
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state and Oregon has provided an act to specifically regu­

late rates and rating organizations. This act states very 

clearly thEl purpose intended. Section 101-2101 (lll p.l90) 

states: 

The purpose of this aot is to promote
public welfare by regt\lat 1ng insurance rates to 
the end that they shall be just, reasonable and 
not untairl.Y d1scr1roinatory, and to authorize 
and regulate cooperative action among insurers 
in rate .making and in other matters within the 
scope ot this aot. Nothing in this act 1s in• 
tended (l) to prohibit or <lisoourage reasonable 
competition, or (2) to prohibit or encourage, 
exoept to the •xtent necessary to accomplish
the aforementioned purpose, uniformity in in­
surance rates, rating systems, rating plans or 
practices. This act shall be liberally inter• 
preted to oarry into etteot the provisions of 
this section. 

Rate making 1s a very complicated soienoe and it is 

not intended here to go 1nto great detail. It should be 

emphasized• however. that school districts should study 

the rating sheets available from the Insurance Rating 

Bureau. These sheets show the various rates, the credits 

allowed and the penelties charged on any building. Garver 

(49 p.56) states that "Periodic examination of these 

ratings is a prime necessity if complete protection is to 

be a raot." Linn and Joyner (85 p.ll5) state: 

At times school business ottioials simply 
accept the rates stip\llated for their properties
without analyzing the rating sheets and, there­
fore, do not realize the possible economies 
that might be effected by some appropriate
actions or procedures. Many times relatively
simple ·actions result in substantial savings, 
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although at other times the investment cost may 
not be justified because, relatively, the 
savings are too small. 

For large school districts. Reger and Bloke 

(1)0 pp.l6S-166) recommend the use of Insurance Engineer­

ing services to make rate savings by: (a) correctly 

applying schedules and by reducing hazarda, (b) accurately 

appraising buildings to ascertain and establish present 

sound value, (c) setting l@ correct policy forms and check­

ing over existing policies to see that they are in order, 

and (d) checking over plans for new buUd1ngs. 

Flans for all new buildings should always be check­

ed by the Insurance Rating Bureau tor the purpose of as­

certaining in advance of actual construction where 

savings can be effected. This seems so obvious as to 

hardly warrant mention yet, tew school districts follow 

such a procedure. 

dditional sa.vings oan be .made by school districts 

by arranging the term of the policy for a longer period 

ot time. 

A three year term rate on a school fire 
insurance policy, with few exceptions, is two 
and one half times the one year rate, The 
five-year rate 1s usually tour times the one 
year rate, providing approximately a 4 per cent 
saving over the three-year rate. 

It is therefore recommended that school 
insurance be purchased on a five-year basis 
with one fifth of the covering e~iring on a 
common expiration date each year. In this 
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manner the yearly budgets for tire insurance 
will be the same each year. (85 p.95) 

BoUer Insurance 

The purpose of boiler insurance is to cover losses 

associated with explosions in the school heating plant. 

The coverage afforded by the policy includes: (a) damage 

to the property of the school district, (b) expediting 

charges • (c) property damage l1ab111ty, (d) bodily injury 

liability, (e) legal expenses, (f) riot and malicious 

damage and (g) automatic coverage may be added for an 

additional premium. 

The necessity for this type of insurance is some­

times questioned by school boards.. However, Smith 

(147 P•25l) indicates "Boiler insurance is an especially 

desirable . type of casualty insurance for a school district 

to carry," 

Englehardt has this to say about boiler insurance: 

"Arguments tor boiler insurance are more or less obvious, 

but most potent of them is the regular inspection service 

which goes with the insurance." (38 p •401) He also says 

that the "Boiler inspection associated with insurance is 

of great value to the small community where untrained fire ­

men and janitors are employed." ()8 P•401) 
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:Pauly ( 1,21) reco.lllDlended ca:rrying boiler insurance 

onl.y during the school term and not during the summer 

months, thereby effecting a substantial saving~ 

i ,. 
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CHAPTER V 

LIABD..ITY INSURANCE 

Introduction 

In the discussion of tire insurance it was pointed 

out that a contractual relationship between the insurer 

and the insured existed. In the case of the liability in­

surance contract, a different type of contract comes into 

operation. This type frequentl.r is called third-party 

insurance because 1t covers only liability for damages im­

posed by law on the insured for injury to persons or 

property of others. In other words, liability insurance 

protects only third parties. It does not co~er the person 

or property of the insured. 

ID the operation of the public school today there 

are many opportunities for injuries to occur to persons 

or property and school authorities are mindful of the 

hazards involved in the operation of stadiums, gymnasiums, 

cafeterias, shops, swimming pools, and motor-vehicles. 

Then too, accidents can happen because of faulty equipment, 

or in the disciplining of students. 

Whether or not the school district, the school 

board, the administrators, the teachers, or other school 

employees are liable for such injuries is a matter ot 
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vital concern and warrants study. 

Before a 
. 
person or an agency can be held liable for. 

an act, some wrong must have been co.mndtted. Under our 

system of law there are in general two classes of wrongs. 

Magee (9) p.))4) says: 

If the ~ong is the violation of a public
law for the protection of the public and is 
punishable by the state in its own name, the 
wrong is termed a 'crime'. Contrasted to crime 
is the private wrong or civil inJury termed in 
law a •tort~. A tort is an 1ntringement ~on 
the civil rights of individuals, whereas a 
crime is a violation of rights that affects 
the entire community. 

In this study we are concerned only with torts, and 

1t will be necessary to discuss the theory of tort lia· 

bliity, negligence, and the extent of liability for 

negligent conduct before proceeding. 

!a! Theory~~ Liability 

Many accidents and injuries occur by pure chance· 

and frequently are referred to as "acts of God." When 

such accidents do happen 1 no person oan be held liable 

tor an inJury resulting therefrom. However, it is fre­

quently very difficult to dete·rmine whether any negli­

gence was present and a court trial may be necessary to 

. decide actually the issue. 

The National Education Association has summarized 

the general theory of tort liability as follows: (103 p.S) 



A tortious aot is a wrongful act consisting 
ot the commission or omission of an act by one, 
without right, whereby another receives some in­
jury, directly or indirectly, in person, property, 
or reputation. A tort may arise out ot the follow­
ing acts, (a) an act which without lawful justi­
fication or excuse 1s intended by a person to 
cause harm and does cause the harm complained of; 
(b) an act in itself contrary to law or an 
omission ot specific legal duty. which causes harm 
not intended by the person so acting or omitting;
(c) an act or omission causing harm which the 
person so acting or omitting did not intend to · 
oa.use • but which might and should, with due 
diligence, have been foreseen and prevented. 

It is difficult to believe that any teacher in 

complete control ot his tacultiea intentionally would in­

Jure or harm a student. However, it would be quite easy 

for a teacher to tail to give needed instruction or to 

fail to foresee and prevent the occurrence of some acci­

dent that would result in injury to a st~dent, thereby 

committing a tort. The extent ot the liahil1ty or the 

teacher in such a situation would be determined by the 

application of the laws of negligence. 

Negligence 

The law or negligence is an old branch of the 

common law and is based on the principle that each and 

every person must handle himself and control his conduct 

in such a way that another person is not harmed. Failure 

to exercise such care makes a person a wrong-doer and 

therefore liable for damages. Magee (9) p.))5) says: 
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Negligence is a tort. The negligent 
party or wrong-doer is liable to parties in­
jur"d if his negligent act is the proximate 
cause of the inJury. , 

Negligence is the failure on the part
of an individual to exercise the proper degree
of care required by circumstances. It may
consist in the tai~ure to do what was required
under the circumstances~ or it may consist in 
the doing of so.lll8th1ng that oUght not to have 
been done- Behavior in any circumstances that 
tall to measure up to that expected of a careful 
prudent person 1n like oi.rcumstances constitutes 
negligence. It can readily be seen that faulty
Judgment may result 1n liability for negligence,
even though the motive behind the act was the 
best. 

nlustrating this principle of "due care" is an 

Oregon Su.t>re.tne Court case, Fahlstrom v. Denk (40), in which 

a driver of a school bus waa held liable tor negligently 

parking the bus across a driveway when he knew that 

students at the school were coasting down hill and using 

the driveway, The driver had been instructed to park at 

that place for loading and unloading of students by 

school authorities. In spite of these instructions, the 

court held him liable tor inJuries to a student who 

coaste.d into the school bus .. 

rhere a~e different degrees of care required of a 

person under difterent circumstances. This can be 

illustrated by referring to another school bus case. 

Pelfrey v. Snowden et al (122) • in which a student was 

injured atter alighting from a school bus. In crossing 



the highway the student was hit by a car driving without 

lights. Because the car was without lights, the cout-t 

indicated the driver of the bus could not have fore.seen 

its approach and was therefore not .liable for negligence. 

The two cases indicated above illustrate that 

negligent behe;V'iol" 1s• to a la.rge extent, determined by 

specitio details or oirawnstances and eaoh case can be 

different, There are some general boundaries for negligent 

Qonduot however. These geheral principles have betn 

abstracted from Harper's "A Treatise on the Law o:r Torts" 

(10) p~?), and warrant lnol'Usion hel'e• 

An act may be negligent because: 

1.. It is not properly done: appropriate 
care is not em,ployed by the actor. 

2. 'rhe oiroum.stances under which it is 
done create risks, altho it is done 
with due oare and pr~oaution. 

:;. The actor is indulging in acts which 
involve an unreasonable risk of 
direct and immediate harm to others. 

4. The aotor sets 1n motion a force, the 
continuous operation of Which may be 
unreasonabJ..v hazardous to others. 

5. He creates a s1tuation which 1.s 
unreasonably dangerous to others 
because of the likelihood of the 
aot.ion of third persons or or 
inanimate toroes. 

6. Be entrusts dangerous de~ioes or 
instrumentalities to lH'rsons who are 
incompetent to use or care tor suoh 
instruments properly. 
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7. He neglects a duty of control over third 
persons whol by reason of some incapacity 
or abnormal ty. he knows to be likely to 
inflict intended harm upon others. 

8. He fails to employ due care to give
adequate warning. 

9. He fails to exercise the proper care in 
looking out for persons whom he has reason 
to believe may be in the danger zone. 

10. He fails to employ appropriate skill to 
perform acts undertaken. 

11. He fails to make adequate preparation to 
avoid harm to others before entering upon
certain conduct where such preparation
is reasonably necessary. 

12. He fails to inspect and repair instrumental­
ities or mechanical devices used by others. 

lJ. His conduct prevents a third person from 
assisting persons ~eriled thru no fault 
of his own. 

14. His written or spoken word creates 
negligent misrepresentations. 

These general prb'loi.ples 1llu8trate the scope of 

activity that could result in actionable negligence. 

Contributory Neg1igence 

Contributory negligence is a common law rule that 

anyone who tries to bold another person responsible for 

negligence must himselt be free of negligently contributing 

to his own injury. \Vhan used as a defense by the 

defendant in a suit, the burden of proof is placed upon 
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s uoh de:f'endan t. 

Speaking of contributory negligence, Magee 

(9) P•335) says: 

In cases in which contributory negligence
is alleged as a basis for denying liability, the 
claimant frequently advances the plea that the 
alleged contributory neel1genc was in fact not 
a proximate cause of the accident and, therefore, 
did not contribute to the injury . It is 
contended that, 1n spite of the alleged contribu­
tory negligence ot the claimant, had the 
detendant exercised reasonable care , he could 
have avoided the accident . 

Where the law expects every person to practice rea­

sonable self-preservation and protection, it is logical 

to ass~e that alleged wrong-doers will use the principle 

of contributory negligence as a defense whenever possible. 

Extent 2! Liability 

The scope of activity that can result in actionable 

negligence is so broad as to give concern as to the extent 

or liability for tort. An excellent summary showing the 

implications of liability tor negligence was abstracted 

from the "Restatement of the Law of Torts." (103 p . 9) 

I:r the person•s negligent conduct has 
resulted in any injury to another so as to 
create ·a right of action. he .may also be 
liable: 

1. For physical harm resulting from 
fright or shook or other similar 
and immediate emotional disturbances 
oaused by the injury or the negligent
conduct causing it; 
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2. For additional bodily harm resUlting
from acts done by third persons in 
rendering aid irrespective of 
whether such acts are done 1n a proper 
or negligent manner; 

) • For any disease which is contracted 
because of lowered vitality resulting
from the inJury caused by his 
negligent conduct; and 

4.., For harm. sustained 1n a subsequent
accident which woUld not have oceurred 
had . the person's bodily et'tioienoy 
not been 1~a1red by the original
negligence. 

It is due to the growing coneern over the appl1ca• 

tion of tort liability to school personnel and the 

possibility of its application to school districts and to 

district boards that has brought about an awakening ot 

interest in liability insurance protection. 

Ltability 2! School Districts 

During the Middle Ages in England there developed a 

common law principle that the king can do no wrong . In 

the United States we have adopted the old common law 

principles as the basis for our system of law. Not having 

a king it has been assumed that the state was sovereign 

and therefore could not be sued without its consent. 

From this common law principle has grown our concept of 

non•liability . 

In 1857 Chief Justice Taney of the United States 
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StWreme Court state4 the prinoJple of governmental or 

sovereign immunity very clearly when he rendered hi.s 

op 1n1on 1n the case of Beers v" Arkansas ( lB p • 991) • 

Taney declared; 

It is an e.st-ablished principle of juris·
prudence in all e1v·111zG.d nations • that a 
sovereign State cannot b.e ~tted in its own courts, 
or in any other, withol.\t its consent and permis­
sion! but it .lll&y wa1ve this privilege, and 
permJ.t itself to be made a defendant ln a suit 
by individuals. or by anotht.~r State. 

This principle applies t-o both national and state 

governments and to sohoeiJl districts. Hamilton {54 p.2) 

said;. 

The le1aJ. rUle is that since sohool dis ... 
tricts are instr~ntalities of the state, and 
the state is imtrlt'Ule fro:m suit unless it consent$, 
the state's immunity extends to the districts.,. •• 

Weltz1n (164 p.~~n has also expressed this same 

polnt by saying that; 

••• school districts haYe b$en aJ..most 
uniformly declared te> be agent.s of the states,
acting tor the etate governments in the matter 
of publio e:duoation.* . whlch is a state business,
these corporations may not be sued tor damages
for results of ~ongful actions or neglect any 
more than may states the.mselves. 

The school corporation a" a branch or 
agent of the state, engaged in the execution 
of the governmental functions of furnishing
education to the publiot a duty involuntarily
imposed upon 1 t . by the state, is 1n the absence 
of statute to the contrary, protected to the 
same extent as is the sovereign state trom 
responsibility for 1ts own torts or those of 
ita servants, .resulting either from misfeasance 
or nonteasa.nee 1n the execution of its public duty. 
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A sobool district engaged in a .gov-ernmental function 

oooupiea a privileged po$it1on. However, many attemp~s 

have b$en ae.de to collect damages tor in3Ul'ies al.leged to 

have been caused by negligence ot the district.• 

Maintenance 2!. Buildings and Grotmds 

The construction• r~patr. and maintenance of build­

ings and ground$ is essentially, a governmental function 

of the school district. !n the ab&ence of a statute to 

the contrary,, the school district cannot be held liable 

f'or . an;y accident arising out of such construction, Pepair, 

and maintenance. 

In Ward. v. School District No. 1~3' of Tillamook 

County (162) the supreme Court ruled: 

A school district was not liable for 
injuries a pupil sustained while at play, 
during noon reoess, by slipping from a 
ce Uing joist and talling through the ceiling
of school house, since district was acting
in a governmental capacity in relation to 
PUPil. 

In the Spence~ 11. School District No. 1 (148), the 

Supreme Court of Oregon said: 

A school district, ~der Oregon
sts.t\ltes, is an arm of the state tunotioning
in tne maintenance of school buildings and 
accoutrements as agency of the state • .not in 
a private or proprietary capacity. 

A study of case law in Oregon indicates that there 

is little likelihood of a school district being held 
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liable tor inJuries connected with buildings or grounds. 

Supervision 

Many attempts have been made to recover damages 

from the school district on the ground that the supervi­

sion s~pl1ed was grossly negligent. In speaking of this 

problem Satterfield (141 p.l;) said: 

Ordinar1ly an e~loyer is liable in 
damages for the negligence of his employee,
but this is not true of the school district. 
Even in states where suit is allowed, the 
courts refuse to listen to the plea or 
respondeat superior (a phrase indicating the 
relationship ot master and sel"'fant, a relation 
which practically never exists between teachers 
and school districts); tor neither the state 
nor any of .its agencies engaged 1n a govern­
mental function is liable in tort for the 
negligence of its officers or employees. 

Trespass 

In a few instances, courts have held that school 

boards are liable tor trespass where some unlawful act 

with violence has been committed against the property 

of another. "Sometimes it is ruled that where the injury 

is the result of the direct act or trespass of the dis­

trict, the district is liable, -no matter whether its 

officials are exercising obligatory or discretionary 

powers." (4 p.ll) 

Generally however: 
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School districts cannot be held for any
kind of tort committed by its officers for the 
simple reason that a board is not authorized to 
commit a tort, and, when it does, it does not 
represent the district , and the district is not 
bound. (4 p .11) 

This principle was laid down in Wiest v. School 

District No . 24 (175) where the school board had dismissed 

a school teacher for alleged immorality. Wiest , the 

teacher, sought damages and the board admitted the charges · 

were false. The Oregon Suprems Court, however, asserted 

that the board was not authorized to commit tort and when 

the board did so commit a tort it was in effect not repre­

senting the district and the district could not be held 

liable. 

Nuisance 

It has been said that "In some jurisdictions the 

exemption from responsibility which applies to govern­

mental agencies in the case of negligence does not extend 

to oases of actual misconduct • . (4 p.ll) 

For example, it a district permitted conditions to 

exist that endangered lives and property of others it 

would be held ·liable for .maintaining a nuisance. 

School districts are like municipal and private 

corporations as tar as responsibility tor the ownership 

of property is concerned. The general rule is that: 
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Municipal corporations are liable for the 
improper management and use of their property in 
the same extent and 1n the same .manner as 
private corporations and natural persons. Unless 
acting under valid -, special legislative authority.
they must, like individuals. use their own so as 
not to inJure that which belongs to another. 
(4 p.ll) 

Negligent InJury 

In the matter of injury to pupils "The almost uni­

versal rule, in the absence of statute imposing it, is that 

a school district or school board is not liable for injur­

ies to public school pupils." (4 p.S) 

This same principle holds true as far as district 

liability for negligent inJury of district employees 

because: 

As far as school district liability for 
negligence is concerned there is no significant
distinction in the eyes of the court between 
pupils, school employees, and the general public.
Consequently, the same principles of law which 
exempt a school district from liability for 
injuries sustained by pupils exempt it from 
liability for injuries sustained by employees. 
(4 p.8) 

It the injury is to a private person on school 

property there is little chance or district liability 

because "In virtually all oases where persons of the 

general public are injured on school property, the non­

liability principle is applied." (4 p.9) The general 

legal pattern has been: 
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That 1:f' the board is acting in a govern­
mental capacity it is not liable in tort; if it 
is acting in a proprietary capacity its act is 
ultra vires (an act beyond the scope of 
authority) and there is no liability. (4 p.9) 

Exceptions . ~ ~ Rule 2! Non-Liability 

It has been stated frequently that in the absence o:f' 

a statute to the contrary, a school district is not 

liable in tort. This principle has been the general rule 

of law with New York the only exception. However, Hamilton 

and Mort (55 pp .268-269) have said that: 

The legislatures of all the states haTe 
made school districts bodies corporate with the 
power to sue and be sued. It would seem that 
the intent of such legislation was to waive 
immunity from suit on the part of the state 
agencies. Judicial interpretation, however; 
has made it quite clear that nothing short of 
an express statute will extend the liability
of school districts for damages arising out of 
acts or omissions of the board while acting in 
its governmental 4apao1ty. 

Oregon is one of a number of states that haTe en­

acted legislation to modify the common law principle of 

sovereign immunity. In 1862 Oregon provided such a law 

and in 1887 amended it (113 p.45) to read as follows: 

An action may be maintained against any
organized counties of this State upon a 
contract made by such and not otherwise. And 
an action may be maintained against any o:f' the 
other public corporations in this State 
mentioned in section 346 in its corporate
character, and within the scope of its authority 
or for an injury to the rights of the plaintiff
arising from some act or omission of such 
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public corporation. 

By this statute it seems that actions may be taken 

against school districts because such districts were 

specifically mentioned in section 346. However, the Oregon 

Supreme Court has on a number of occasions ruled to the 

effect that the provisions of this statute were mere re­

enactments of the old common law principle that a public 

corporation is liable in tort only in the performance of 

proprietary functions and not for the performance of 

public or governmental functions. 

In the case of Antin v. Union High School District 

No. 2 (10) the S~reme Court stated that a school district 

performs only public functions. Weltzin (168 pp.l27-128) 

in commenting on this interpretation has indicated that 

it amounts to a practical exclusion of any remedy for 

tort. 

In sum.m.1ng up the issues involved in school district 

liability with possible exceptions thereto, it has been 

said that: 

This distinction .made by the courts 
between public and private duties in order to 
avoid an overruling of their former decisions 
has resulted in hairsplitting and inconsistent 
distinctions between municipal corporations
and quasi-municipal corporations; between 
governmental, municipal, and commercial 
functions of corporations; between discretionary
and ministerial duties of school board members; 
and between invitee and licensee (that is, 
between those who attend school as pupils and 



8) 

those who go to the school house attar school 
hours when the school house is used as a 
community center). Many of these d.istinctions 
appear to be 'distinctions without differences•. 

In the light or such contusion it is 
possible to conclude only that wherever there is 
a suggestion of doubt in the meaning of any 
statute placing liability upon a school district, 
the courts arflt likely to .cn.ake use of that 
suggestion to follow the doctrine of stare 
decisis (upholding precedents) and thus perpetu­
ate the co~non•law rule of non-liability.
(10) pp.l2-l)) 

Liability ~ School Board Members 

There is uncertainty and some concern in Oregon over 

the matter of the personal liability of school board 

members growing out of their handling of school affa1rs. 

Corpus Juris (31 pp .343•344) sets down the status 

of a school board member with reference to personal 

liability for tort in saying: 

In accordance with the rule applicable 
to other public officers, it is the general
rule that an officer of a school district or 
other local school organization ••• 1s not 
personally liable for any loss or injury
resulting from an act within the line of his 
duty or the scope of his authority, unless he 
acts willfully or wantonly, or with malice or 
a corrupt motive, or unless! in doing such 
act, he assumes to act in b s individual 
capacity and not officially as such officer •••• 
A mistake of Judgment. however • does not impose
personal liability. 

In another section of this same publication 

(31 p.).48) it is stated that% 
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School officers, or members of the board 
of education, or of directors, trustees or the 
like, of a school district, or other local 
school organization are not personally liable 
for the negligence of persons rightly employed
by them 1n behalf of the district, and not 
under the direct personal supervision or control 
of such officer or member 1n doing the negligent 
act, since such employee is a servant ot' the 
district and not of the officer or board member. 

Most of the case law seems to stq>port this principle 

of non-liability of school board members. In Oregon. the 

Antin v. union High School District No. 2 (10), is an 

actual case in point.· In this case a s~hool student was 

injured 1n an explosion of a water tank installed on the 

school premises. The Oregon Supreme Court refused to hold 

the individual sohool.ll.oa.rd members liable and stated: 

Persons emp.loyed to do such work, while 
selected by the directors, are not the servants 
ot the directors, but are the servants of the 
district. The relation of master and servant, 
or of principal and agent, does not exist in 
such oases, and hence the doctrine of respondeat
superior does not apply between the directors 
and such persons. 

A public officer is not personally liable 
for the negligence of an inferior official, 
unless he, having the power ot selection, has 
tailed to use ord1n~ry care 1n the selection, 

The responsibility of a school board member in 

Oregon tor tort liability seems quite clear. However, it 

should be emphasized that the principle ot non-liability 

is to a large extent predicated on the theory that the 

director is acting within his line of duty or the scope 

http:sohool.ll.oa.rd
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ot his authority. Should he act, individually or jointly, 

outside of such authority. then, liability might attach. 

The Nebraska case of Fulk T. School District No. 8 

(42) illustrates this possibility. In this oase three 

officers of a school board purchased a home for the 

s~erintendent under authority ot a resolution passed at 

an annual meeting of the district . The Nebraska Supreme 

Court held this to be illegal because the "District was 

without power either by vote or by action of the board to 

make such purchase." It held that the district was a 

creature of the statute and therefore could not be held 

liable; that the original owners of the property were 

legally obligated to restore the money paid for the home; 

and that the individual board members who participated in 

this illegal aot were liable." 

Liability ot School Personnel 

School administrators. school teachers and non­

certified personnel are liable for tort the same as any 

other person. 

In the case of administrators. however, it seems 

that as a group they are in the position of middlemen 

between the classroom teacher and the school board. 

The Research Division of the National Education 

Association (103 p .l4) has pointed out that it seems to 
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be the responsibility of the teacher to prevent pupil in­

jury rather than the responsibility of the administrator. 

That even when the teacher has been given authority to 

conduct some activity which results in pupil injury, the 

. administrator who gave the permission is not legally 

responsible if the classroom teacher was competent and the 

administrator actually ascertained that the teacher would 

be present during the activity. However, if the adminis­

trator himself negligently causes an injury to a pupil, 

his position would be no different than any other negli­

gent person. Satterfield (141 p.5?) pointed out that 

"The principle underlying liability of a school district 

employee, whether certified or not, is the same as that of 

any other person -negligence." 

Linn and Joyner (85 p,l59) point out that: 

Continuous making of administrative 
decisions can easily and often does get the 
administrator over into the borderline 
liability on such matters as: 

(a) corporal punishment
(b) discipline on grounds 
(c) discipline at athletic events 
(d) stopping fights
(e) handling trespassers 

It is common practice for persons receiving an 

injury to seek to recover damages from t he one 

responsible for the injury. Vfuere such damages cannot 

be collected from the school district, as in the case 
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in Oregon, then an attempt is made to collect trozn the 

teacher or other person in charge of the activity at 

which the inJury occurred. 

The status of teachers varies from state to state, 

However, 1n .most states • teachers are held to be e.m.ployees 

of the local school district. Satterfield (141 P•2) has 

said thatf 

If this were strictly correct,. then they
should come under the common law rule of 
respondeat superior; namely, that the employer
(the board) is responsible tor their acts. But 
this is an interpretation from which courts shy 
away, because it conflicts with the doctrine ot 
sovereign immunity. So c.ourts tall back on the 
thesis that teachers are 1nd&pendent contractors .,
and, as such, liable for any injury which may
result from their acts. 

A number or aspects. of a teacher's position tend to 

operate to increase the risk of damage suits involving 

negligence. This was pointed out in a study by the 

Association ot School Business ·Ot-f1o1als { 11 p .,26} when 

they said: 

(1) School eun.ployet~s cooupr the position Gt 
exemplars 1n the oomm.unity; consequently
it is ordinarily expected that a high 
standard of etf1c1enoy• personal conduct, 
and jUd8lJlent may be eXPected ot such 
public servan.ts. 

(2) Dealing almost exclusively with minors .• 
usually in too large numbers to make 1t 
possible to be thoroughly attenti.ve to 
each ot thent all the time, sohool 
personnel tlnd their personu liability
risks• t .hrqugh sheer multiplication, to 
be above that of the average adult work$r. 

http:attenti.ve
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(3) The immaturity, inexperience, and helpless­
ness or small children especially, means 
that more than ordinary care must be 
exercised by those in loco parentis. 

In addition to the personal liability of school 

teachers and other personnel for injuries associated with 

some phy'sical violence, it bas been shown (11 pp.49-61) 

that there are other areas of possible suit. Court 

actions in these areas are brought under libel and slander, 

trespass, false arrest and false imprisonment, deprivation 

of right or malicious prosecution. 

In summarizing basio elements of the school employee 

liability, Satterfield (141 p.?l) quoted a communication to 

the Commissioner of Education in New Hampshire by the 

Attorney-General of the State to the ettect that: 

The exemption of school districts and 
school boards trom liability does not extend 
to school teachers or other school employees.
A school employee owes certain private duties, 
tor the non-performance of which he may be 
liable. A school employee owes a duty to use 
due care not to inJure anyone anywhere, any
ti.rae, and to use due care not to permit a 
person to injure himself while under the 
influence or the employee. The words •due 
care' mean 'ordinary care'; that is, the care 
that a person of average prudence would use in 
the sams situation and under the same circum­
stances. The law does not require the care 
that would be exercised by the .most careful 
person, nor does it permit the lack of care 
that might be used by the most careless 
person. It sets up as a standard the care 
that would be taken by the average person in 
that locality not to inJure anyone nor permit 
anyone to injure h1.Jnselt. Against this 
standard there would be measured the conduct 

I 
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of the employee sought to be held liable. What 
this standard was. what the conduct of the 
employee was, and how they compare are questions
of fact to be determined by the court or jury,
whichever is the trier of facts. If the. conduct 
measures up to the standard, then the employee
has not failed in his duty and there is no 
liability; but otherwise the employee MAY BE 
liable. The failure to use due care is commonly
called negligence. When one is negligent in the 
performance of a private duty, he owes another; 
he is liable for the natural consequences ot 
his acts unless the other ., by his own negligence,
has contributed to his injury. 

The Need fEE. Liability Insurance 

The preceding discussion has indicated quite clearly 

that there is little likelihood of school districts or 

school bo~ds in Oregon being held tor tort liability 

growing out of personal inJury. Garber (46 p.41) has 

said that " ••• courts are in almost total agreement that 

a school district is not liable in damages for accidents 

growing out of the negligence of school district 

employees ..... " 

Howeve.r, Rosenfield (138 p.44) indicates that 

"Pressure continues against the predominant rule of law 

that school boards are not liable for negligence," This 

point of view was expressed 1ndire.ctly in Oregon where 

the Supreme Court said in the case of Lovell v. School 

District No. 13, Coos County (86), that: 
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It may be that the common law rule ot 
immunity is harsh and unjust in requiring the 
individual alone to suffer the wrong, and 
that society, in keeping with the modern trend, 
should afford relief, but that is a legislative
and not a judicial question. If the legislature
desires to impose liability ~on a school 
district for tort, and while acting in any
capacity whatsoever, it clearly has the power 
to do so. Statutes in derogation of the common 
law must be strictly construed and the intention 
to impose such liability must, therefore, be 
clearly expressed. 

The Oregon Legislature has thus far refused to im­

pose such liability on school districts or school boards. 

As a consequence. it would appear that there is little 

need for liability insurance. 

However, there are certain aspects of liability 

insurance that appeal to school boards that are over and 

above the obligation of the insurance company to pay 

damages that might or .might not be awarded by a competent 

court. 

Linn and Joyner (85 pp.l63-l64} have expressed this 

idea in saying: 

The payment by insurance companies of 
claims (settlement out of court) where liability
has been charged but not yet proved has fre­
quently confused school personnel and the public,
The reason for the practice should be rather 
obvious. A competent cla1m.s department knows 
when liability exists and can estimate the 
probable decision to be expected should the 
case go to court. To saye delay and expense 
for both the injured and the company, claims 
approximating the legal liability are frequently
paid. 
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In addition to the protection against
the bodily injury and property damage liabilities, 
a liability insurance policy undertakes to: 

1. Defend all suits brought against
the school district whether justifie.d 
or not. This saves considerable 
expense and annoyance. 

2. Give necessary investigation to all 
liability claims. 

3. Pay expenses for investigation and 
defense of suits. These expenses 
are over and above the limits of the 
policy. 

4. Pay all premiwu on release, attach­
ment, appeal , and bail bonds (in
connection with automobile accidents)
required in any defended suit. 

5· Pay all costs taxed against the 
district in any such suit. 

6. Pay all interest accruing after entry
of judgment until the company has 
paid and deposited in court the 
judgment (not to exceed policy limits). 

7. Pay any expense incurred by the sohool 
district for such immediate medical 
and surgical relief as shall be . 
imperative at the time of the accident 
or occurrence. Usually this is an 
optional coverage and is frequently
excluded from school district policies. 

Then too, "Liability insurance becomes more important 

as courts tend to grant awards in larger amounts and seem 

more inclined to hold school districts responsible tor 

certain types of damages." (78 p .72) 

The matter of larger awards is causing great concern 

and in every suit that comes to trial in Oregon there is 
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always the poss1b111t.r. at least, that the court might 

break precedent and find the defendant sehool district or 

school board liable. The size of some of these awards in 

Oragon in recent years was ~epor~ed by Gearin (Sl p . ?O). 

While not a single award reported was against a school 

district. the size of such awards alone was staggering and 

should give school boards and school employees real 

concern: 

Personal InJury 1947 
Malpractice 1950 
Personal Injury 1950 
Death Action 1951 
Assault and Battery 1951 
Personal Injury 1952 
Personal Injury 1952 

Beerin (51 p .4) also 1nd1oates that a Nat1on.al 

Association ot Claimants and Compens-ation Attorneys hae 

been organized now for seven years, National membership 

totals 1,500 and 75•100 OregQn attorneys are members of 

this organization.. Their pu.rpose is to foroe higher 

settlements and or to seoure higher verdicts from 

casualty underwriters 1n personal injury cases, The size 

of some of the higher awards in Oregon shown above would 

attest to the su.coess of the organization. 

The greatest need for liability 1nsuranoe, however. 

appears to be on the part ot the teaoher or other sohool 

e.II'l.Ployee. S o great is this n.eed that Hamilton reports 

(54 p.,6) that three states have enacted what are called 

http:Nat1on.al
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"s.ave harmless" statutes tor the protection ot teachers. 

These statutes require the districts in New York, New 

Jersey, and Conn.eotiout to pay judgments recovered against 

t .eachers, He expresses the fact that this is enlightened 

legislation and should be adopted widely. 

Carson (26 P•25) goQs further and says: 

In line w:i th the social re.spons ib ility
theory that created Wottklnan's Oo.llq)ensation'" •• 
every boa:rd ....should protect the individual 
liability of its teaoheps against the pupil
cla1ms tnat can and do result from their 
occupation. 

Until such an item can be. brought int.o 
the bu.dget, the teaohers should be offered the 
opportunity to protect themselves at thei;r- own 
expanse under an endorsement to the school's 
policy•. 

Authoritz !2 P.urohase ~1ab111~z Insur~nce 

· It is a well established principle that school 

districts can do only thc>se things whiob by statute they 

have been authorized to do, o:r which oan reasonably be 

1m-plied :t'ro.m. suoh authorization, Applying this principle 

to th.e plU"chase of liability insurance, aohool boards are 

without powe:r to purchase suoll insurance unless specifical­

ly authorize.d beoause the sohool district is without 

liability-• 

.In Oregon there ha.rve been a nwnber or opinions 

on this matter pertaining directly or indirectly to. the 
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right of a board to purchase liability insurance. 

One such opinion was stated by the Attorney General 

(108 p.lO)) who said: 

A district school board has no power to 
disburse the funds of the school district except
where there is express or implied authority
therefore: 

School funds in the hands of school 
officers or boards are in the nature of trust 
funds for the benefit of the public , and such 
funds can be paid out only for the purposes
and in the manner authorized by law. A school 
board has no right to direct school funds to 
p~1vate purposes. 

Members of a school board who vote for 
or permit a misapplication. of funds are personal­
ly liable on the amount so misappropriated •••• 
Therefore. it is .my opinion that the board of 
directors of a school district has no authority 
to e:x;pend the funds of the school district 
intended for the education of its school children 
in payment of premiums upon indemnity insurance 
to indemnify the district against a liability
which does not exist, 

This opinion should haV$ deterred school boards 

from making liability insurance purchases . However, 

pressure to authorize such purchases must have continued 

because in 1945 the Oregon Legislature passed a permissive 

statute authorizing liability insurance. This statute 

appears as § lll•l022a of the Oregon Sohool Laws 

(116 p.78) and is quoted herewith: 

The board of directors of school dis­
tricts be and the same hereby are empowered to 
enter into contracts of insurance for 
liabillty covering all activities engaged in 
by the district. and contracts covering medical 
and hospital benefits tor students engaging 
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1n athletic contests and to pay the necessary
premiums thereon. Failure to procure such 
insurance shall in no case be construed as 
negligence or lack or diligence on the part of 
the board of directors or the members thereof. 

In an opinion after the passage of this statute, the 

Oregon ttorney General (lOS p.40J) reiterated the tact 

that the boards of directors of school districts were 

authorized to enter into contracts for liability insurance 

and especially for medical and hospital benefits for 

students engaged in athl tics. 

In an opinion as lat as September 18, 1952. the 

Attorney General (109}, in answering a letter from the 

State Superintendent ot Public Instruction regarding the 

legality of school district funds being used to provide an 

insurance policy covering medical care tor students' 

injuries due to accidents in the school or on the school 

grounds where such students were not engaged in athletic 

contests, stated, 

We do not believe the legislature in­
tended to limit to purchase •liability
insurance' to policies of 11ndemnity' only,
that is, policies permitting recovery only
after actual loss paid by the insured, or 
after judgment is attained against the insured. 
Under the law of this state school districts 
ara not liable for torts committed in a 
~overnmental capacity. and seldom if ever, 
could a judgment be procured against a school 
district for an accident occurring on school 
premises. 



96 

With these considerations in mind,. it is 
our opinion that ••• (the law) ••• empowers school 
districts to procure liability insurance cover­
ing injuries to students that may result from 
accidents in the school or on the school grounds.
Such policies may be limited to the payment of 
medical care resUlting !rom such accidents. 

This opinion not only clarifies the status of 

liability insurance. p·urohasa, as such, but also indicates 

that accident insurance is also legal under t he la\v. 

It is well known. that an op inion of the Attorne1 

General of the state is advisory only and might or might 

not be validated in an actual court case. However, such 

opinions must serve as guides to school distr icts in the 

conduct of their school insurance programs. 

One serious question regarding the purchase of 

liability insurance remains. Whether under this statute 

a school district board is authorized to spend public 

funds for the purchase of liability protection for 

teachers and other school employees or not. Many school 

boards are making such purchases and it may be ultra 

vires. However, it will remain for either a court case 

or an opinion of the Attorney General to clarify the 

problem. 

Satterfield (141 p .90) has pointed out that "The 

supreme courts of several states have ruled that a 

school district does not waive its immunity from tort by 

reason of purchasing liability insurance." Streit 
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(151 p.6l2) has also stated that "According to the major­

ity rule the presence or liability insurance has no effect 

upon the immunity." 

For this reason authorities are almost unanimous in 

their recommendations that if a school district purchases 

liability insurance such policies should contain a waiver 

of immunity clause. 

Since there is no right of action against
the insurer under the provisions of the (lia­
bility) policy until the liability of the 
insured is established and since liability can­
not be established because of the immunity, 
recovery is denied. In other words, the policy 
protects only against the loss of the insured 
and does not purport to protect the inJured 
person. (151 p.612) 

It therefore becomes important to have this waiver 

ot immunity clause to permit a direct suit to protect the 

injured person. 

Workman's Compensation 

Oregon, like most other states, has enacted Work­

man's Compensation Laws. (110) The purposes and objects 

of these laws which the Oregon Supreme Court has 

recognized are: (110 p.x) 

1. To make every industrial enterprise bear 
the pecuniary loss of all accidental 
injuries without regard to fault or 
negligence •••• 
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2. To create an administrative force through
which wor~n may receive a certain and 
tixed compensation without formality of 
Court procedure •••• 

J.. To replace an unscientific and cumbersome 
procedure for determining the right to 
and amount of compensation for injured
workmen•••• 

4. Minimizing litigation and lessening the 
burden of the taxpayer •••• 

These laws are in a way a combination of accident 

and liability insurance and have a relation to a school 

insurance program because schools can participate under 

the laws although they are not required to do so in all 

oases. 

School districts are considered as employers 

(110 p.2) under the Wor~n's Compensation Laws but are 

not required to oome under the laws because few ot their 

activities have been defined as hazardous. Therefore, 

coverage is optional with the district. 

School boards should investigate the work 

assignments of their employed personnel tor the purpose 

of determining if any positions are hazardous, i.e., 

meat grinders in school cafeterias, carpenters, etc., 

because if personnel are working in hazardous jobs as 

defined in the act, then the district must participate 
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1n Workman's Compensation Insurance. The law reads: 

(110 p.S) 

656.032 Public bodies engaged in hazardous 
occupations without right to reject
benefits; ••• If the state or any state 
department, county, incorporated city or 
town, school district •• .,engages as an 
employer in any hazardous occupation as 
defined ••• , it may not :reject the provisions 
and benet!ts. , •• 
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CHAPT&R VI 

MOTOR VEHICLE INSURANCE 

Introduction 

School transportation at public expense began 1n 

Massachusetts (9 p.45) as a result of a law passed in 

1869. Numbers of school students transported have in­

creased tremendously sine$ that date and so have the costs 

of transportation. Cooper (30 p.ll) indicated that from 

1923 to 1950 alone the cost increased about 400 per cent. 

In Oregon the pattern is similar. Holy (63 p.335) 

reported that transportation of school pupils at public 

expense was first authorized in 1903 but by 1948 approxi­

mately 800 districts were transporting 98,000 students in 

1,250 buses and 250 cars at an annual cost of 3.6oo,ooo. 

The Oregon State Department ot Education in its Transporta­

tion Summary for 1951-52 states that 729 districts ware 

transporting 123,858 students in 1,573 buses and forty­

five oars at a cost of slightly over $4,653,145. A 

total of 72.5 per cent of all school districts transport 

their students at a cost of $37.57 per pupil (average). 

A total of 40.6 per cent of all Oregon students are 

transported. 

Along with the growing problems of furnishing 
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transportation facilities to Oregon students is the problem 

ot 1nsur~ce on the school buses that transport the 

students. In speaking of this problem 1n Nebraska, Taylor 

(152 p.88) said: 

~he school officials should feel the 
responsibility for the pupils' safety and the 
preservation of the equipment in which the 
community has a large amount invested ••••The 
conscientious school official should be 
familiar with the types of insurance available 
on the district's motor vehicles and know what 
protection they afford. It is his responsibility 
to see that the people of the comaunity have 
adequate protection against litigation as well 
as protection of their investment. 

Authoritr ~Purchase Motor Vehicle Insurance 

A school district in Oregon could not purchase 

motor vehicle insurance until the state legislature passed 

an enabling statute 1n 1939. This statute (116 p.78) 

states: 

That the ' board of directors of school 
districts by and the same hereby are empowered 
to enter into contracts of insurance for 
public liability and property damage covering
the motor vehicles operated by the districts 
and to pay the necessary premiums thereon. 

It should be noted that this authorization is quite 

specific as to the kind of insurance but it does not in­

clude other types of insurance coverage commonly associat­

ed with liability and property da.ma.ge insurance. Cover­

ages like fire, theft, collision, and accident were not 

http:da.ma.ge
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authorized 'b.Y t .ne law and the quest.ion 1mmEu11atelJ' uises 

as to the authority of a school district to enter into 

auoh contracts. 

This type of 1ns.uranott is quite different from 

liability and prop$rt1 damaee because it involves repair 

and replacelJlent ot phys10:•l eq\li,pment owned by the dis­

trict. Should an1 tU.striet board decide to contract for 

such insurance 1 t aou.ld do so wtth the assurance that i .t 

has the 1m;pl1$d authority from the general. powe:r of sobool. 

boards to manage, oare tor, and maintain school property. 

'l'h1s pr1n.o1ple was discussed at length in Chapter IV. 

As far aa coUld be ascertained, there has been no 

court oase or attorney general's opinion on the authority 

of d1striot boards to provide tor $$d1oal pay.ments to 

persons inJured in school bus accidents although dis• 

triots are authorized to purohase suah coverage :for 

1n3uries to stude·nts in sohool buildings and on school 

grounds. 

The Need ·tor Motor Vehicle InsY!ffllee 

··In the absenoe ot' a statute oreatin,g liability, 

the school district is i.rmnune t:rom liability for · the 

neglige·nt operation o:t 1ts school vehicles. This 

1m.rnun1tt has been prE!viously diaaussed. Genet>al.ly it can 

http:Genet>al.ly
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be said that an accident involving a aehool nhtcle is no 

ditterent from an accident on th~ school grounds• in a · 

school building• or at any school aotivi.ty because the 

district is no·t liable while :P·$i'to:rming a government 

function. 

'l'he .An.lerioan AssouJrat1on of Sohoo.l Adm1n1stratore 

( 4 p.1;) has sa1d tha.t: 
" 

The wholt question or the school district's 
~unity r~om liability in pupil transpo~;at1on 
is basically no different than its immunity
from liability for tortious action in any other 
phase of the organization and. operation of the 
edueatlonal program~~ But 1t has claimed special
a:bte.nt1on btoause of the proportio.na~ely large
nuniber of children transported and the well• 
recognized hazards ot automotive vehicle travel 
on the highways. 

In Oregon t .he Sqpr.-.me Oou;rt in Rankin v. School 

District No. 9 (127) held that ta the transportation of 

its pupils by bus the s·ohool dist-rict was acting as an 

agency of the state, funt\t1onin.g 1n i .ts governmental 

capacity, and was not liable rro.m suoh O\vnership and 

operation of a school bus. 

The need tor liability insurance tor the eo.hool 

district becomes a .matter of discretion on the part of 

the directors~ The Transportation Handbook ft:>r School 

Administrators and School Board Members (llS p.?) states 

that~ 

http:Sqpr.-.me
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Vnd'r our law what h~pens is this~~lt a 
perfJo:n 1& injured and the lnsurancu~ company
pr()tests the payment or the claim, the inJured 
put.r must take his case to oo~t. He sues the 
school board, but the oaae is dismissed because 
the school board has governmental immunity. In 
other words, the liability of the insurance 
company does not arise until the liability ot 
t.he d1stri.ot has been established . The injured 
person cannot sue th• 1nsurance company because 
the insurance eontrect is between the oarr1er 
and the sohool district . Frankl_y;, it would se:em 
that most pu,pil 11a'bilit,t Insuranee is wortli1ef.s 
as writ~ ®!.ass . £1ie 

1 
00!RW se,.s t1t .to sett <J 

th~ c:ta~ without the neoess~t,r of court action. 

Holy (63 pp,)47•348) in speaking of transportation 

insurance and sohool d1st.r1ot ·liability saidt 

••• it is difficult to determine Whether 
su.eh insurance is neaessar,y. ·Ap;uently most 
·of the school districts. o:f t.tle state do not wish 
to assume any risks because more than 98 per­
cent carry property damage insurance .. ore than 
two- thirds of them carry colliSion and theft 
insurance, and an even larger p~rcent oarry fire 
insurance. There is no untrormity in the extent 
of coverage o!' insurance carried. 

' 

It liability insurance !s carried, every sonool 

district should see that a wa~ver of immunity clause is 

written into the contract. Such a clause is reoolDlllended 

(ll8 p.?) as follows: 

In consideration of the prelllium to which 
this policy is written , it 1s hereby underst.ood 
and agreed, by and between the company and the 
l .tlSured na.med in the poltoy1 ~hat the contpany
w1ll not raise, nor permit its :rep:resentatives 
to raise , in any suit brought against the insured,
and otherwise covered by the polioy, any question 
ot governmental immunity srow1ng out ot the 
exercise of t.he goverwn.ental :runction. 

http:d1stri.ot
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ManT authorities have 1ndioated that this type or 

clause in an insurance oontraot does not guarantee that 

the insurance company will pay the claims nor does it 

guarantee that the courts will allow an injured party to 

sue thG school board to establish his claim. for dama~s • 

. Thus tar liability insurance only has been dis­

cussed under need. Prudence would seem to dictate that 

school directors provide insurance protection for replace­

ment or maintenance of school district vehicles in case or 

accident, fire, or theft. However, the State Departmsnt 

or Education (116 p,S) recommends the following school bus 

insurance program: 

1 . Property damage liability 5,000 . 00 
2 . Bodily inJury liability per one person 10, 000 . 00 
3. Bodily inJury liability for any accident 100,000 . 00 
4. . Medical payments per person due to accident ;oo.oo 
; . Collision insurance ...... 

(Very e:x;pensive - not reco!D~Il$nded} 
6 . Fire insurance Necessary
7 . Theft insurance Unnecessary 

The American Association ot School Administrators 

(4) indicate that independent contractors 1n every state 

haTe a common law liability and are responsible ror the 

negligent o eration of school vehicles. This is also true 

of bus drivers employed by the school district. Almost 

without exception , governmental immunity does not extend 

to the driver . It a person is inJured or his property 

damaged through any misfeasance, or nonfeasance or 
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malteasanoe on the part of the driver; he is personally 

liable regardless of whether the school bus is owned in 

whole or in part by the school district. 

The Oregon case of Falstrom v. Denk illustrates 

this principle and indicates the Oregon practice. In this 

case the bus driver was held liable for parking his bus 

where the school authorities had instructed him to park it. 

Satterfield (141 p.67) states that "••• the school bus 

driver's only protection against suit is care, prudence, 

and liability insurance." 

Factors ~ Consider 

After an exhaustive study (1.)) ot court decisions 

affecting the various provisions of school vehicle !nsur-. 

ance contracts, it was pointed out that many situations 

might arise in school transportation services in which 

there would be no insurance coverage under the ordinary 

standard torm policies. This be 1ng true • it would seem 

i.mportant that school officials study such services 

carefully before buying insurance and ma.ke sure that the 

oo~any o~ its representative is given complete data in 

regard to such factors as; legal l1&b111ties of the 

district, services to be performed • equipment to be used, 

housing fao1l1t1es and areas ln which the equipment is to 

be housed. School orticials should be sure that they 



107 

understond all prOYisions in the insurance policy, the 

protection being given th~ district• and the responsibilit­

ies ot the district 1n cu1se .of accident or suit ... 

Jo.vnex- (71 p .52) lists som$ speolfio pol!oy provi­

sions that the school district should see are included in 

the insurance policy: 

(1) Eliminate any restrictions as to periods 
vehioles may be in us ; 

(2) Additions to or deletions trom coverage 
sheuld be made. on a. pr·o-rata basis ; 

(J) Provide that any error or omission tor 
unin.tentional violation of warranty by the 
·assured shall not invalidate the oove:rage; 

(4) Automatic coverage shoUld include new or 
substitute equipment; 

(5) Loading and unloading clause should be 
·nltt·en in; 

(6) Any desired changes in the notice or the 
accident, subrogation rights, or cancella­
tion clause should be made. 

(7} Prbvide tor the broadest protection on the 
use of the equipment1 suoh as ••• the use of 
busses for any aot1v1ty authorized by the 
board or its adli.\1n1.st.rat1ve officers. 

Provision (7) is very im;portant to schools who 

frequently u.se their school buaes to transport students 

on ex()ursions, field trips, and otb.er similar activ1t1esA 

Likewise, school driver training cars are frequently 

used to run school errands ana oarry students on any of 

the aotivltie$ mentioned above. When such other 
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services ere rendered by school transportation vehicles, 

specific coverage provisions must be included or suoh 

vehicles may be operating without insurance coverage. 

To assist school authorities in buying the type of 

lnsuranoe protection needed on district owned vehicles. 

Linn and Joyner (85 pp~267-275) have provided a suggested 

list of specifications for buying such insurance. They 

also suggest a Bid or Quotation Form to be used where 

purchases of insurance are made after taking competitive 

bids. These should prove very value.b.te to those having 

to .make insurance purchases . 

http:value.b.te
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CHAPTER VII 

PRlNCXPLES OF A SOUND SCHOOL INSURANCE PROGRAM 

It is impractical, it not impossible, for anyone to 

formulate detinitelr a master insurance program or plan 

which can meet the needs of all school districts in Ore­

gon. School districts vary so much, in geographic size 

and location, 1n school census. in assessed Taluati.on,. 

and 1n the types of their school building construction, 

that any insurance plan must be worked out by the 

appropriate authorities in the ind1Tidual districts as to 

specific particulars. It is desirable, however, to 

follow basic principles 1n planning any sound iohool in­

surance program.. These basic principles should f .orm the 

over•all pattern tor the district insurance program and 

give it desirable form and substance. 

In studying the literature on school insurance it 

became apparent that there are a number of basic 

principles to be considered in setting up and .operating 

a district illsuranoe program. These principles are that: 

(a) the program should be planned and farsighted, (b) 1t 

should provide for responsible administration, (c) it 

should provide adequate protection, (d) it must meet 

legal require~nts and limitat1ons1 (e) it should be 

http:Taluati.on


llO• 

based on complete and accurate records and appraisals, 

(t) 1t should provide for periodic review and reappraisal 

or the program., (g) it should provide tor selecting 

reliable .companies, (h) it should provide tor the elimina· 

tion or hazards and pe.nalties., (1) lt shou.ld provide for 

an objective. and equitable distribution or pQ11cies. 

(J) 1t should establish a ;procedure for .t-eportl.ng losse.a 

and accidents., {lc), it s.hould be economical, and {l) 1~ · 

shoUld include e. safety progr6lJl .• 

!!!!, Program: Should !,! Planned and Farsighteg. 

Planning is the. slae qua non or the school insurance 

program.. The board or directors shoUld plan oaref·uJ.ly and 

formulate long•·ter.m. philosophy towards the district insur­

ance ;program ju~rtt as it does with educational phil.osophy'. 

In speaking ot pl.ann1ng Eichler (37 p.4.l) says 

"School directors are custodians of much valuable public 

property, 'They owe 1 t to themaelves and to the aommuntt.r 

vo put into ettect a aarefull1 .Planned insurance program. n 

West (174 p.J2) goes on to say that "There is abt.Uldant 

evidence showing that a carefully planned fire.•insuranoe 

program even now 1s the exception rather than the rule." 

Carson (26 p,7) is very apeoifio about planning 

when he says: 

http:oaref�uJ.ly
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••• .tn the ~S\Ul&lCe detail of sohot>l ad• 
.ministration, perils shoud. cease to exist; 
knowledge should ~place ignorance; guess!.iig
should give way to facts; and casual, occasional 
or StWert1oial oonsid$l-8:t1on .ot insurance 
matters should give way to careful, systematic.
long.... term plaxud.ng. 

The ProQ:&lil Should Provide . tor: l{esponsible Administration . . 

Under Oregon School Law there is no quest ion as to 

responsibility tor the school district insurance program•. 

The board of directors are legally responsible as 

custodians of school distr1c.t property.. In setting up any 

insurance program some one 1nd1vidual or committee should 

be delegated primfll-y responsibility for the continuity and 

general ope~ation of the program. 

Taylor (152. p ..,l.;J tn reterr1ng to this aspeet 

stated that: 

While the sohool board as a whole has 
the legal respens1bil.1t1 tor the school, the 
board may delegate this responsibility to 
some one of its membe~s or some other capable 
person. However they retain the legal
responsibility end final control in all 
matters. 

Various ways have been suggested by writers in the 

tield of school insu.ranee, as to how to handle the problem 

of respons1"b1l1ty for the school insurance program. 

Sears (14) p .•.)27) says the district: 

Should either employ- a dependable firm 
'Ot experts to plan 1ts insurance program or 
see that a me~er of its own start is capable 

http:plaxud.ng
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of and is g1ven :responsibility for the servio,. 

Nolting (107 p.2)) states that the school board 

should: 

Assign to one official, preferably the 
responsible finance officer, the responsibility 
tor the entire 1nsuranoe ·program. 

Taylor (152 p.l6) indicates that: 

It the responsibility for the insurance 
program is delegated to one person he should 
be carefully chosen. This individual may be 
tnas~ertntendent, the secretary of the board• 
another board member, or some other quaJ.if'ied
and interested person. He should have control 
of the program insofar as is legally possible.
Of course, in the end he cannot, without the 
consent of the board of education, enter 
contracts or make settlements in their stead 
as this is the ~egal responsibility or the 
school board as custodian of public funds and 
property. The responsible individual should, 
however, have access to all records, all 
reports of losses should be made to him; he 
should have charge of all revaluations and 
should carry out the business concerning the 
insurance company to the point or termination. 
He should not have complete jurisdiction over 
the program but should be a coordinator of all 
insurance carried by the school district. 

Joyner (76 p.29} advocates that one 1rid1vidual 

should be given primary responsibility when he says: 

The first desirable steps in handling
the school district's insurance program are 
to establish the general plan governing the 
purpose of insurance and to appoint one 
ottioial to handle the entire program. This 
person should be held responsible for the 
administration of the insurance plan and see 
that protection in proper amounts is secured 
to contorm to approved policies and 
procedures. In the event of loss, he would 
be empowered to conduct the loss adjustment 
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with the carriers involved, althoUgh the final 
approval of the adjustment would be retained by
the board of education. 

Methods ·or practices of handling insur­
ance vary a great deal. There are school 
dist.ricts in Vlhich: · 

1. The board o:t' education as a whole! 
or a committee of the board, hand. es 
and distributes the insurance. 

The sqperintendent. business manager, 
or other school official is held 
responsible tor the function. 

). Authority has been given to an insur­
ance adv1s..r, usually a looal insur­
ance agent or broker. who receives 
a larger proportion of the premiums
in return for his services. 

Alocal agents• association, as a 
unit, handles all the fire insurance 
~or the district. This method, known 
as the 'Oakland Plan' , is used quite
wide.ly. Under this plan the distribu­
tion ot commissions is made by the 
local association to its members. 
Membership in the local unit is open 
to all representative agents. 

Methods 2 1 ) 1 and 41 are acceptable methods 
and any one might well receive serious considera­
tion. The seoond plan is the most desirabl$ 
practice. This plan will enable a school district 
to purchase 1ntel11gently•planned 'insurance 
protection' rather than .a collection of unrelated 
policies. Under it, !naurance agents and brokers 
may have only one person to contact to get
ini'ormation regarding coverage and policies. 

In his study Dougherty (36 p.29) round that the 

problem was complicated by the raot that board members 

were also insurance agents on oooas ion and that ''Some of 

the agents were more interested in selling policies than 
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in the welfare of the oot~Dunity, with the result that 

some districts were oarrying more insw:anoe t ,han was 

necessary as well as more than thay could aftord." How... 

ever • the Viasb1ngt.on Sta1;e School Board Association 

(163 .p . l) has stated that:. 

Experience .ha$. demoastrated that a 
eo.nu>etent agent er grol(P ot agents are not 
only able to assist the board in securing
the best possible pr~teot1on. but their 
services r elieve the school board and its 
employees of many otherwise burdensome 
details • . The responsibility ot· handling the 
bu.sineas 1n the proper manner is centralized 
and the board is 1n a po$1tion to make 
dec1a1ons on matters whieh can best be pre­
sented by experienoe.d insurance men. 

~ Program Should Provide tor Adequate Prot,otion 

Pro"/1d1ng tor the ·adequatt:J proteotion of the dis• 

triot against the many hazards it races is not an easy 

.matter . It is, however, ot ;pril:na.ry consideration tor the 

local board . "Saourtng indemnification for losse$ and 

reduction of risks are among the most important 

responsibilities of sohool bo!U'dS who are the trustees, 

not only of public property. but also the lives and safe­

ty of pupil:;~." (.34 p ,,9) 

Carson (26 p . S) has stated that it is essential 

that the board "Beeome aware of all the different kinds 

of losses that the district :might sutter and which of 

these hazards oan be protected by insurance .• " Englehardt 

http:pril:na.ry
http:Viasb1ngt.on
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(J8 p.40l) says "Insurance, therefore. is a local matter 

and must be adjusted to local needs after a careful study 

ot conditions." Linn and Joyner (85 p.l9} state that 

"To secure the broadest coverage. those responsible for 

· the school tire insurance program must mow the hazards 

to which the school properties are exposed." carson 

(26 p .8) elaborates further by saying the board must 

"ETaluate each hazard and apply sound judgment as to which 

hazards are important enough to insure against and for 

how much." Reeder (129 p .435) comments on the amount of 

insurance when he saya ''The amount of insurance cannot be 

stated categorically. The amount depends primarily ~on 

such tactors as size of the community, the number and 

distribution of riskst and the hazards involved in eaoh 

property." 

Garvey (50 p.58) issues a warning about the 

adequacy ot insurance by saying that: 

My surmise is that many schools have 
had or stand to have serious financial losses 
that are not covered by insurance, not 
necessarily because the school system is not 
paying a suff1o1ent amount for insurance 
premiums - it may be paying too much • but 
beoause coverage is not up to date, the 
proper forms have not been used or the amounts 
ot protection are inadequate. 

Viles (158 p.50) also criticizes boards for not 

generally providing tor adequate protection when he 

states that: 
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• 
School boards spend considerable money 

to secure insurance protection. and in many
instances the money spent is not bringing the 
type of protection desired.. In order to plan 
an e.tticient, economical insurance program the 
boards need to detet"mine the types of insurance 
that are necessary to give the protection
desired. 

!a!, Program Should .!!!! t.es;al. Requirements !.rut Limitations 

School districts and school board members haTe only 

those powers which have been given them by constitutional 

provision or 'by speoifio statutory enactment or which can 

reasonably be implied from suoh provisions or enactments 

by the courts. lt is of first inwortance then that each 

board be extremely careful to see that all actions taken 

are legal, This is particularly true on matters of school 

insurance. 

Roach (lJ5 p.6J) says: 

It has been well said that all educational 
administration is based in law, since it obtains 
its structure trom the provisions of various 
constitutions and legislative statutes ••• 
The portion of this task assigned to local 
boards ot education involves ••• carrylng out these 
responsibilities ••• 1n full accord with existing
principles of law. 

Reeder (129 p,428) says "The types or insurance, 

if any, which should be carried by the school districts 

will be determined first of all by the statutes and court 

decisions of the state." 
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Speaking ,of the insurance pro@l"am, generall.Y Patting­

ton (l~O p .46) says "Follow the state law~ Whenever a 

doubt arises~ the insurance lawa ·or the state should be 

ohe.oked to be sure that aU statutes are complied w.1th . " 

A study ot the state insurance law may not always 

give a definite answer a$ to the legality· ot an insurance 

exPenditure . In such cases ~ber (46 p.41) says "All 

school boards. should· ma.ke inquirt of their state dep~t.... 

ments of' e·ducat1on concerning the legality of suck 

expenditures in their ·own states." 

The Prosram Should ~ Based .2n. Co§l,ete and Aoourate 

Reool"dS and Appraisals . 

One phase of the insurance program that 1s frequent- . 

ly neglected is the aatter ot keeping complete and accurate 

records. Yet this ph~se is or vital importance in the 

insurance program of the school district • Englehardt 

(38 P-404) says ttThe studies made 1n insllrance of public 

school systems show that 1n most oases adequate record$ 

are not .maintained •. " Smith (147 p.26.0) states that "An 

Adequat~ insurance record is essential to the record 

system of every school business office .. " 

The~e is soma variation in the k1nds of records 

that are recommended for scbool districts. Viles 

(160 p.l2). indioates that "Inslil"anoe records should be 
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kept u,p to date. They should be so outlined that school 

officials may by a glance determine: 

The coverage on each building and contents;
the amount of coverage ex;piring each year; the 
date of expiration; the premiums to be paid; the 
name of the agents writing thecoverage and the 
companies providing the protection. 

Pattington (120 p.46) recommends a slightly more 

elaborate system of records and cautions about the 

possibility of required form when he says "Many states re­

quire that a definite form be followed so that state 

auditing practices can be simplified . In generalt a form 

providing for the following should be maintained: 

(l) Number of policy 
(2) Name and home address of company 
3) Agent's name and address 
4) Date of issuanoe

15) Date of expiration 
6) Amount of policy
7) Rate 
8} Premiums! 

(9) Name of property covered and descriptions
(10) Exact extent ot insurance coverage (tire,

liability, bus, etc.). 

loyner (76 p~JO) briefly awns up the case for re­

cords when he says ''Keep adequate records. Any system of 

records should be adequate to give quick, reliable informa• 

tion when needed and should be simJ?le enough that it can 

be economically maintained." 

All insurance is based on a legal oontraot and all 

parties thereto must know their obligations thereunder . 

Holmes (59 p . 23) stresses this point in referring to the 
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general problem of a~praisal by »ointing out that few 

policy holders know their obligation under the insurance 

contract to: (1} provide for correct valuations when the 

Standard New York Policy For~ is used, (2) correctly 

proportion building and content values» ()} make correct 

allowances for depreciation, and (4) determino the 

correct values of such portions of buildings as are ex• 

cluded from insurance, i.e •• excavations. certain 

foundations, architect fees, ato. 

Providing for correct valuations is stressed by the 

Washington State School Board Assoo1atiou. (163 p.2) when 

it is stated that: 

The first and most important step in 
drawing up a property lnsurance contract is 
to determine the nlue or the property. It 
is the directors' responsibility to establish 
this value; which can be sa1d to be the cost 
of the property's replacement, less deprecia•
tion due to age, wear and obsolescence. 

Mann (95 p.l02), Carson (26 p.l6), Nolting 

(107 p.23) and Garvey (50 p.58) emphasize the need for 

knowledge or sound values and correct determination of 

insurable value. Viles (161 p.56) and Joyn$r (76 p.29) 

stress methods of determining these valu$a to preYent 

over or under insurance. 

Appraisal of sohool property is not an easy task 

yet its importance is so great that care should be 

exercised in its determination. "Probably the most 
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desirable appraisals are those made by respectable ap­

praisal conij)anies. ··" (48 p.5J) Yet in the Steinhauer 

study (150 P•97) 1t was found that over 50 per oent of the 

school districts in Pennsylvania did not seek advice in 

the estimation of insurable value of school property. 

!!!!. Program Should Prov1de !2£. Periodic Review ~ 

Reappraisal 

After the property has been appraised and insured, 

the board of directors should follow the principle of re­

viewing all values and insurance requirements at periodic 

intervals. There are always fluctuations occurring 1n 

our economy with consequent increases or decreases 1n 

building values and replacement costs. By reappraising 

regularly the board can protect the district from unnec• 

essary insurance expenditures t .rom over insurance and 

from the threat of financial loss due to under insurance. 

Co~nting on regular appraisal Cross (34 p.l4l) 

stated that "Apparently there is much to be done in 

educating school officials and school trustees to the 

necessity of regular appraisa~s of school property for 

insurance purposes." 

Garver (48 p.5J) has said that "An efficient 

policy for handling school fire and windstorm insurance 

will involve •••accurate appraisals of school property, 
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periodically corrected." GarYey (50 p.60) stated that 

" •• •.many school in.surance programs are not reviewed often 

enough and a school district would stand to lose tor the 

lack of application of some ot these principles." 

Scoville (142 p.28) reported one example where a 

school building built in Colorado in 1885 was still insur­

ed on the basis of its original cost in 1951. Although 

many districts in Washington reappraised regularly, Smith 

(146) reported that 40 reporting districts had no plan for 

reappraisal and that 37 districts had not been reappraised 

trom tour to sixteen years. 

~ Program Should Provide ~ Selecting Reliable Companies 

Board .members who have the care and custody ot 

valuable school property and who are responsible tor the 

general welfare of the district shoUld give serious con• 

sideration to the determination of reliable insurers of 

district property. It is not enough that the school 

directors should just provide a plan tor insurance protec­

tion tor the district. Rather, they should, as Nolting 

(107 p.2J) says, "Set up minimum standards of acceptable 

insurance companies." Viles (158 p . 50) emphasizes the 

same point when he states that "The board should know 

what criteria to use 1n judging the reliability of the 
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companies with whom the insurance is written." Carson 

(26 p.S) also says that the board should "Become certain 

that all the insurance carried is correctly written 1n 

COlllPanies that are beyond question," 

The tact that considerations other than reliability 

frequently have a bearing on the selection of insurance 

companies is alluded to by Carson (26 p.40) when he says: 

Personal friendship• fraternal relation­
ships, political obligations, sympathy and 
price, should all be secondary to the matter 
of complete and unquestionable protection
from financial loss to the district when 
disaster comes in the form of property destroy­
ed or liability incurred. 

A school insurance program can help solve 
this particular problem by setting up a sim,ple 
set of standards by which each company ean be 
tested. 

The tact that many school districts do not provide 

a means for selecting reliable companies was shown by the 

upton study (155) of California school districts where 

40 per cent of the districts studied did not require an 

insurer to quality~ 

Insurers should be or unquestioned stability and 

practice a fair claim policy before being considered as 

an insurance carrier for school districts. 
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~ Program Should Provide !2£ Eliminatins Hazards ~ 

Penalties 

hen some condition that creates or increases the 

probability of loss exists. a hazard is said to exist .. 

When such hazards are noted by rating bureaus or under­

writers, a speo1al rate charge· is added to the basic 

insurance rate. This special rate is called a penalty. 

Every school insurance program should provide for 

the elimination of hazards and penalties. Viles 

(l61 p.57) has said that eliminating such hazards would 

e:ftect a substantial. saving in insurance premiums. Roberts 

(137 pp.27•29) also says the insurance dollar can be 

"stretched" by eliminating hazards. Burke (24 p.525) says 

the "Largest savings on insurance coma from eliminating 

risks and hazards." 

Carson (26 p.9) states that boards should "Endeavor 

to remove all rating penalties, if it is humanly possible 

to make the requisite improvements." Later he says, 

" ••• the insurance adviser can show the board all the 

dangerous hazards existing in the school. what these 

teatures are costing in penalties,. and advise about 

changes or corrections that will produce credits or 

eliminate charges." (26 p.l3) 

Garver (49 P•57) adds his authority to this point 

by saying "It is absolutely essential that buildings be 
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inspected regularly and that, following the inspection, 

proper steps be taken for the correction of such hazards 

as 1lla¥ be found economically justified." 

!!!, Prosra.m Shoul4 l?rQvide s ObJective ~ Esuitable 

D-.1-s.t..r_i~b.-ut_i_o_.n .2!, Folioiee 

"The problem ot school insurance placement." says 

Carson (26 p.)6)• is perhaps the most troublesome and 

vexatious one that a sohool insurance oommittee h.as to 

solve." This being true, school directors and s~erin­

tendents who are mindful of their public relat.ions should 

give serious attention to a solution. of the problem. This 

can best be done by devising an objective and equitable 

basis for distributing insurance to get away from what 

Carter ('27 p.J67) calls "partiality." 

liolting (107 p •. 2.)) suggests that the school 

directors consUlt with the local insurance agents' 

association for suggestions for an acceptable basis for 

distr.1but1.ng the insurance. Joyner ( 72 pp. 50•5~) and 

(73 pp.27-29) suggests detailed procedures tor the 

distribution of school insurance to ageno1es. Womrath 

(176 p.265) says: 

The independent and uncontrolled placing 
ot school insurance by board members by the 
superintendent or by any official of the board 
is a survival ot the spoUs system and nourishes 
criticism, complaints. and ill feeling among 

http:distr.1but1.ng
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the agents who a;re not s1V$n anr at the board's 
business. 'ro alleviate a situat;1on o:r this 
kind, the sohool board $hould adopt a definite 
lllGthod ot _procedurt under 'W'hich 1t will be 
possible equitably t 'o distribute the board'$ 
insurance among a large number ot agents~ 

A .etudy of California school d1strlots by Upton 

(155) revealed that only sl1gbtlt more than 2~ per cent ot 

the districts surveyed had an objeoti'te basis tor distribut­

ing 1nsu.rance. 

!!!!_ Prosram Should Provide .i l'rocedu.re for Repor~ine 

Losses ~ Aoo1fe·nta 

nu.e to the nature of the insu,rance eon~raot, its 

exact provisions mu$tl be tollawed by all parties thereto-. 

Any act of om1sa1on will afford relief to the injured 

party. Every insurance contract ~ontains exact stip\l1a­

tions on the notice required by the insurer and the .manner 

ot .making S\lOh: reports. 

Sohool. d1str1ets should ther.tore nave a det1u1te 

routine provided. tor the re.porting of all losses and 

aco.idents at the ti.DJ.& e.n.d in the form tb.a.t is rQquired. 

Speaking of this procedure for proof and settlement ot 

losses 1 Sndth ( l47 p. 260} says,. "Sohc>ol ·adfldnistrators 

and boards of education, in e'ftnt that they sutter a 

loss, should know the 'routine eo that all require.m.ents 

can be met. n 

http:l'rocedu.re
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Nolting (107 .P .23) sats "Assign 'o one ottioial, 

preferably the responsible financial ott1oer, the 

responsibility for the entire insurance programtt and then 

"Requ.ire that all losses be. t-eported to the official 

responsible for the insurance.,," 

For one reason or another school districts have not 

always followed sound practices 1n their school insurance 

programs. West (174 p .. J2) says "Sotm.d business praetioe 

demands that every possible economy in school administra­

tion should be sought out and studied, and the insurance 

program presents one neglected field for investigation and 

revision. " 

Morrison and Scoville (99 p.29} state that "The 

more prudent schools can be in the wise spending of funds 

for such needs as insurance the more money will be left 

tor the more direct aids of class instruction." 

It would seem that one of the insurance objectives 

of the district school board Should be to protect the 

district adequately against loss at as low a cost as 

possible.. This will demand good business practice and 

more attention to insurance and i'ts problems by board 

members and school administrators. 

Carson (26 p.ll) says that "Before an efficient, 
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econom$,oal program OEUlt be aet up., the insurance oom.mit~ee 

mast focus a definite responsibility upon a selected tew. 

intelligent and trustworthy agents, who will beoom& 1ts 

advisers." 

As fe:r back as 1925 this principle was stated bt 

Melchior {9? p .49) when he said "Tbe cheapest and be.st 

form. of protection against tire is prevention•• ,until 

everyone responsible tor a school plant knows and acts in 

accordance with prinoipleS. of fire px-oteet1on, the insur­

ance policy is but an attempt at snift1ng respons1u111ty; 

tor • a1 thoUgh insurance p:rem1wns partly buy back a 

destrored building, they can ne·ver bur baok lives." 

This statement that pr•vention i ·s better than 

insurance has received aboat unanimous approval but 

others have stressed similar ideas. Regarding the safety 

ot children• Carson (26 p.8} said, ~ ••• a sound insurance 

program. puts conservation paramount to insurance cost," 

McCw:m ( 89 p .1.,4) indicated that the insurance program for 

sohoo~1 boards should be based on the "Pr1noiple ot a 

well•fU:itablished a.nd functioning satety program. " 

Steinhauer (150 p.J?) also stress$d satety when 

he stated that: 
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Data•••points to the need for a type 
ot insurance which woUld eause school trustees 
and personnel to become more cognizant of 
th$ p~t they play in the reduction or 
insurance costs and in the development of a 
tire prevention program. wh1oh would help
J;"eduae the oost and provide safe build1ngs
1n which to work. 
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CHAPTER VIII 

TBE S'l'UDY 

A part of this study ot school insurance in Oregon 

was to det•rmine the current practices 1n the administra­

tion of the school insurance programs of the school dis­

tricts. To do this, a qu.esti.onnaire was used, a copy ot 

which is included in the appendix. 

The questiouaire was prepared after a thorough 

study of school insurance, It was submitted to the State 

DepartmEint ot Education; to various insurance company 

representatives and to one school superintendent. It was 

then revised, printed 1n booklet form and mailed with a 

covering letter endorsed by Mr,, Rex Putnam, State Super­

intendent of Public Instruction. A tollow-up card was 

sent three weeks afte.r the mailing of the questionnaire. 

Copies of the covering letter and the follow~up card are 

included in the appendix. 

The schools to which the questionnaire was sent 

were selected upon the recommendation of the State De­

partment of Education and included all districts of the 

:first and second class 1n the State of Oregon as indicat­

ed by the Oregon School Directory for 19.53•1954. These 

schools included 103 districts of the first class and 

260 districts of the second class or a total of )63. 
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Seventy-five districts or the first class responded 

tor a return of 73 per cent. One hundred thirty-five 

districts or the second class replied for a percentage of 

52. In all, 210 school districts submitted returns for an 

over-all return of 58 per cent. Table II gives a 

complete breakdown of the number of questionnaires sent 

and returned from each county. 
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TABLE II 

DISTRIBUTION OF QUESTIONNAIRES BY GOUNTIES 

i ; 
• District ..• District• lst Class 2nd Class 

~County : . .• No. :: No. Ro. : No .. 
~Sent .: ~e~urned Sent . Returned 

Baker 1 l s 2 
Benton l 1 5 2 
Clackamas 10 8 14 8 
Clatsop
Oolumbia 

2 
l 

2 
1 

5
10 

4 
5 

Coos 7 7 ' 4 
Crook 1 1 0 0 
Curry
Deschutes 
Douglas
Gilliam 

0 
) 
1 
0 

0 

' 5 
0 

5 
)

lJ 
) 

3 
2 
5 
1 

Grant 0 0 7 2 
Harney
Hood River 

2 
1 

0 
l 

2 
0 

1 
0 

.Jaokson 
Jefferson 
Josephine
Klamath 

) 
2 
1 
5 

) 
0 
l 

' 

12 
2 
6 

10 

a 
l 
6 

10 
Lake 
Lane 

l 
,g 

0 
6 

0 
20 

0 
9 

·Lincoln 2 2 9 9 
Linn 
:U:alheur 
Marion 
Morrow 
Multno.mah 
Polk 

6 
4. 
6 
0 
8 
2 

5 
2 
4 
0· 
) 
2 

17 
4 

15 
2 

16 
3 

5 
) 

10 
2 

11. 
1 

Tillamook 
Umatilla 
Union 
Wasco 
Washington
Wheeler 
Yamhill 

l 
4 
l 
1 
8 
0 
4 

1 
4 
l 
0 
5 
0 
2 

9 
10 

6 
4 

2) 
6 
2 

s 
3 
3 
0 
6 
0 
~ 

260Total lOJ z~ 1~~ 
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General Practices 

Centralization of responsibility for the school in­

surance program is a recognized principle and was dis­

cussed in a previous chapter. To determine the extent of 

the centralization of responsibility, the districts were 

asked the question: Who has charge of the insurance 

program in your district? 

In tabulating the responses it was round that many 

school districts indicated more than one choice, which 

accounts for more responses than there were districts re­

sponding. This complicated interpretation. 

Table III indicates the various responses. 
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TABLE fii 

RESPONSIBILITY FOR SCHOOL INSURANCE PROGRAM 

:· 
Response : District . l•t Classt 

Per , District. 
Cent: 2nd Class 

Per 
Cent 

School board 38 36 •112 65 

Superintendent )7 35 42 24 

Clerk 13 12 12 7 

Committee of board 4 4 l 1 

Member ot board l 1 3 2 

Business manager 2 2 

Broker l l 

Insurance agent of record 7 7 
No answer 2 2 2 l 

Total 10~ 100 172 

Table III shows that the school board retained 

control of the insurance program in 36 per cent of the 

responses of the districts of the first class and in 6; 

per cent of the responses of the distr1cts of the second 

class . This would tend to indicate that there is little 

centralization of responsibility. However, in )5 per cent 

of the responses of the districts of the first class it 

was indicated that the superintendent was responsible for 

the program. Inasmuch as this is almost half of the total 

number of districts of the first class who reported, it 

100 



is felt that in most of these districts the board and the 

superintendent share responsibility. In the case ot the 

districts of the second class, only 24 per cent of the 

responses indicated that the superintendent was respons­

ible tor the program. undoubtedly the superintendent of 

the districts of the second class also shares respons­

ibility with the school board. 

Further study of Table III shows that 62 per cent 

of the responses of districts of the first class indicat­

ed some centralization ot responsibility. In the case of 

the districts of the second class, however, only 34 

per cent of the responses indicated any centralization of 

responsibi~ity. 

It is generally recognized that the distribution 

ot the school insurance business is a complicated and 

persistent problem. This was pointed out in a previous 

chapter. The weight of opinion setms to be that every 

district shoUld have some objective method or plan for 

determining the allocation of insurance to companies. 

Table IV indicates the response to the question: Do 

you have an objective method of distributing your insur­

ance business? 
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TABLE IV 

DISTRIBUTION OF INSURANCE 

1 : 
Response District Per District Per 

lst Class Cent 2nd Class Cent 

Distributed 
objectively 58 77 60 44 

Not distributed 
objectively 12 16 70 52 

No answer ~ 7 5 4 

Total 7~ 100 1J5 100 

Table IV indicates that 77 per cent of the districts 

of the firat class have an objective method of distribut­

ing the school insurance business. However, less than 

half or 44 per cent of the districts of the second class 

have such an objective methOd. The peroentage of ob­

jectivity in Oregon is considerably higher than the 25 

per cent reported in California by upton (155). 

Many of the districts indicated that they had 

worked out local plans tor distributing insurance with 

local insurance associations and that such plans were 

mutually satisfactory. A number of districts ga"te very 

subjective reasons for awarding their insurance business. 

Table V will show these reasons. 

Schools who had reported an objective method of 

distribution were not to indicate reasons included in 
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Table v. However, a number did check one or more of the 

responses in Table v. lt appears that agent's reputation, 

company reputation. service and cost are important 

factors in allocating the school's insurance. 

TABLE V 

REASONS GIVEN FOR DISTRIBUTION OF INSURANCE 

Response : District Per : District Per 
: lst Class Cent 2nd Class Cent 

Agent's reputation 

Company reputation 

Friendship 

Insurance always
carried 

Service 

Cost 

Other 

16 

7 

1 

12 

6 

lt 

JS 

15 

2 

26 

l) 

9 

19 

29 

;o 
2 

27 

24 

l 

12 

17 

18 

1 

Total 46 100 166 100 

It is almost axiomatic that the school insurance 

program is no stronger than the insurance companies oarry­

1ng the school insurance. As pointed out earlier, every 

company authorized to do business in Oregon has met 

minimum standards. However, if more than minimum strength 

is desired , then some qualification or financial rating 

is necessary. A question was included to determine 



ll7 

whether school 
/ 

districts were actually r qu1r1ng inSw:'• 

anoe companies to q®lity for insurance business. Table 

VI indicates the response to this question. 

Table VI shows that 70 per cent of the districts 

of the first class do require some qualification and that 

54 per cent or the d.1str.iots of the second class req\dre 

companies to qualify-. Sixty~~wo different districts use 

the Best's General PoltcyhQlders Rating, which 1s recog­

nized as perhaps the most rel.ia\Jle rating system in 

common use. 

TABLE VI 

Q,UAL!FICATIONS REQ.UIRED OF INSURANCE COMPANIES 

Response 
.. 
j 

: District 
lst Class 

Per 
Cent 

: 

•• 
District 
2nd Class . 

Per 
Oen.t 

None 16 21 51 )8 

Best •s General . 
Rating 22. 30 4-0 )0 

Financial 16 21 18 1) 

Other 14 19 15 11 

No answer z.. .2 ll a 
Total 1S lOO 135 1001 1 

No law, court case, or attorney general's opinion 

oould be round in Oregon wll1ch speo1fically required 

school districts to use competitive bids for purchasing 
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insurance. although such bids are sometimes required for 

other things, such as supplies and equipment. 

A question was asked to ascertain the bidding 

practice: Do you require companies to submit competitive 

bids for your insurance? Table VII indicates the current 

practice. 

It is interesting that 19 per cent of the districts 

ot the first class and 39 per cent of the districts of the 

second class require competitive bids for insurance. In 

addition, a f'ew districts make this requirement for 

speoitio types of insurance only. 

TABLE VII 

COMPETITIVE BIDS FOR INSURANCE 

.•
Response : District Per District Per 

• lJt Class Cent • 2nd Class Cent 

Required 14 19 S3 39 

Not required 47 6) 79 58 

Boiler only l 1 

Liability only 4 6 

Vehicle only 7 9 1 1 

Will attar this year 1 1 

No answer 1 l 2 2 

Total 12 100 12~ 100 
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In a previous chapter the importance of furnishing 

the required notioe of loss or accident to the insurer was 

pointed out. To determine this practice. the school dis­

tricts were asked to indicate whether they had a definite 

procedure set up for re.porting losses and accidents. 

Table VIII indicates their answers. 

Sixteen per oent of the districts of the first 

class and 29 per cent of the districts of the second class 

do not have a definite procedure or plan established to 

report losses and accidents. It is possible that where 

no established routine is provided that the district is 

not clear on the requirements for furnishing notice. Only 

by having such a definite routine can the district be 

sure of meeting the contract provisions with reference to 

the furnishing of proof of loss or accident. 

TABtE vni 
PROCEDURE FOR REPORTING LOSSES AND ACCIDENTS 

.• 
Response : District Per .• District Per 

let Class Cent 2nd Class Cent 

Have definite 
procedure 58 78 92 68 

No definite 
procedure 12 16 39 29 

No answer 6~ !t l 
Total 22 lOO ll2 100 
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A question was asked: Do you he.Ye a definite 

program tor the elimination of hazards? The principle in­

volved in this question was discussed in a previous 

chapter and the advantages or such a pro~am are obvious. 

In answering, 75 per cent ot the districts of the f.irst 

class and 70 per cent of the districts or the second 

class indicated they han such a program. Twenty per cent 

of the districts of the first class and 26 per cent of the 

districts of the second class answered negatively. 

A preyious chapter revealed that it was aood 

practice to have about an equal amount of insurance prem­

iums due each year,. This simpllties budgeting and account­

ing practice and helps make it possible to have some 

insurance policies expiring at the same time each year. 

To determine the current practices in this regard, 

the districts were asked the question: Do you have approxi .... 

mately the same amount of insurance premi~s due each year? 

Ninety•one per cent of the districts or the first. 

class reported that they did have the sa.me amount ot 

premiums due each year and 93 per cent of the districts 

of the second class also reported "yea" to the question. 

This 1s a V·ary commendable percentage and indicates that 

most districts are following recognized practice. Only 

tive districts of the t1rst olass and seven districts of 

the second class reported "no" to the question. 
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It is important for districts that have more than 

one policy for the same kind of protection to have their 

policies worded alike so they will be consistent and 

concurrent. The study revealed that 87 per cent of the 

districts of the first class and 75 per cent of the dis­

tricts of the second class bad policies worded the same 

tor the same coverage. Eight per cent of the first and 13 

per cent of the districts of the second class reported 

their policies were not worded the same. Three districts 

or 2 per cent of those or the second class indicated they 

did not know whether their policies were worded the se..rne 

or not. 

The original insurance policy is a very important 

document and it should be protected by tiling in the · 

safest practical place. Filing practices vary greatly as 

indicated by Table IX. 

A brief study of Table IX indicates that tar too 

many ot the filing places are not fireproof. In tact, 

most of the school offices and sates are not fireproof, 

Although the twelve districts of the first class which 

reported policies filed in clerks' offices did not 

indicate whether such offices were fireproof, it can al• 

most be assumed that all are not. According to the 

answers to this question, most clerks of the districts 

of the second class have their offices in their homes. 
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This indicates that 33 per cent of those 1n this olass1f1­

cation have their policies rUed in family dwellings which 

undoubtedly are not fireproof. Securing the insurance 

policies against loss or fire should be of paramount oon­

oern to the districts. A number of districts indicated 

that they had milt1cop1es ot their policies all filed in 

different places a& an additional precaution. This is 

commendable practice. 

T.ABLE IX 

LOCATION OF FILED INSURANCE POLICIES 

Response 

Safety deposit box 

School vault 

Administrative 
office safe 

Clerk's office 

School office 

School file 

Board office 

.
•
:District 
:1st Class 

lJ 

29 

9 

12 

3 

l 

School and broker's 
office 

Insurance office 1 

No answer 7 

Total 1~ 

Per 
Cent 

: District 
2nd Class 

Per 
Cent 

18 

J9 

31 

19 

23 

14 

12 24 lS 

16 ,. 44 

5 

2 

33 

4 

1 

1 

2 1 

1 

2 
100 

8 
'" 

1~2 

6 

100 
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Fire Insurance 

In an earlier chapter it was pointed out that it was 

important to secure a rating sheet from the fire rating 

bureau. This sheet shows the rate and all penalties and 

credits on every building in the school district for fire 

insurance plU"poses. This question was asked to determine 

if school were S$cur1ng these sheets= Have you obtained a 

rating sheet from your rating bureau? Seventy-three per 

cent of the first and 45 per cent of the distriCcts of the 

second class reported that they had secured such sheets. 

Twenty•two per cent ot the first and 50 per cent of the 

districts of the second class indicated that ·they had not 

secured the rating. On a following question all districts 

who had secured the rating sheet indicated that they had 

used the sheet to reduce hazards and penalties. 

As discussed earlier, 1t is prudent practice to 

submit plans for new school buildings to the tire rating 

bureau before starting construction. By so doing, school 

districts can determine what penalties, if any, will be 

assessed against the building at a time when such 

penalties might be eliminated. Every penalty eliminated 

is a saving in fire insurance premiums. Forty-two per 

cent of the first and 28 per oent of the districts of the 

second class reported that they submitted building plans 



to the :rating bureau before beginning construction.. Fifty­

one per cent or the first and 58 per cent or the districts 

or the second class reported that they did not submit 

plans. 

In the chapter on tire insurance, the three main 

types of tire policies were discussed and it was p.ointed 

out that the blanket policy form was usually recommended 

for school districts. Table X indicates the response as 

to type of policies carried by the districts. 

TABLE X 

TYPE OF POLICY FORM 

~. 
Response •• District Per • District Perit 

,•. lst Class Cent :. 2nd Class Cent 

Specific policy form ; 1 )0 22 

Specific schedule 
.form ; 7 20 15 

Blanket policy form 61 81 81 60 

No answer ;; ~ ~ ~ 

Total zs 100 135 100 

It is significant that 81 per cent of the first 

and 60 per cent of the districts of the second class use 

the recommended policy form.. This indicates praiseworthy 

practice . However, ten first and fifty districts of the 

second class still use either the specific or specific 
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schedtlle torm. 

It bas been pointed out earlier that considerable 

saving was possible by running the fire insurance policy 

for longer terms. The weight of opinion indicates that 

schools should use either the three•year or preferably 

the five-year term fire policy. Table XI shows the current 

practice 1n Oregon. 

TABLE XI 

TERM OF INStlRANCE POLICY 

I : 
Response :District Per : District Per 

:lst Class Cent 2nd Class Cent 

One year 

Two year 

Three year j 4 1) 10 

Fin year 69 92 118 88 

Combination 2 1 

No answer ) 4 2 1 

Total 75 100 135 100 

The findings showed that 92 per cent of the first 

and 88 per cent of the districts of the second class use 

the ti~·year term policy and that an additional 4 per 

cent of the first and 10 per cent of the districts of the 

second class use the three-year term policy. This 
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indicates that Oregon school districts are fOllowing recom­

mended practices and are receiving the benefits of the 

consequent savings. 

In states where it is legal for school districts to 

insure with .mutual companies, it has been pointed out that 

savings are possible by insuring with such companies. The 

survey showed that 40 per cent of the first and 33 per cent 

ot the districts of the second class carried all or their 

insurance with stock oompan1es. Moreover, 80 per cent or 

the :first and 74 per cent of the districts of the second 

class had at least part or their 1nsm-anoe with the stock 

companies in Oregon. 

Mutual companies received all of the insurance 

business from only 15 per oent of the first and 23 per 

cent of the districts of the second class. Howeverj 54 

per cent of the first and 64 per cent ot the districts or 
the second class carried at least part of their insurance 

with mutual companies. 

There was some ev1denoe that as insurance policies 

&xPired some school districts were converting from stock 

compan1e$ to mutual companies because of the. savings 

that co.uld be secured .. 

Districts that carried all or part of their insur­

ance with mutual companies were asked to indicate the name 

of the mutual company or companies. These names were 
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comp1l$d an<l taken to the Department of ln.sur&.noe for the 

State of Oregon where the t.v,pe or policy the company issued 

was checked,. It was fe>Wld that every company named by a 

school d1atr1ct issued a non·asaessable polioy. It is 

not legal in Oregon for a school distr1ot to insure in a 

mutual company unless the poli~ oy is non-assessable. 

Extended coverttge is a vex-y important addi11on to 

the r•gular fire policy because it insures against common 

perils not covered by the regular policy. This was shown 

in a previous. chapter. 'rh& sqrvey revealed the.t 7"J 

per cent cf the first and 68 per o~nt of the d1str1ats ot 

the second class carried the extended coverage endo;rse• 

ment. This waa sllght.ly lower than the 77 per cent re-. 

ported 1n Nebraska ( 152 p .155). This would seem to be a 

ve:ry low peroentage in view ot the .rEJlatively low addi­

tional cost tor the added ;protection. 

The advantages of depreciation insurance was 

discussed previously. In order to determine how widely 

depreciation insurance was being used, the districts were 

asls:ed; .Do you carry depreciation insurance permitting 

y~ our d1$tr1ot to eollect full :replacement value on the 

building? Only 42 per cent or tlltl ftrst and 24 per oent 

ot' the districts of the second o:lass indicated that they 

carried till1S type of insuranee. Several comments were 

added indicating that some distriots were now in the 

http:sllght.ly
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px-ooess of considering the addition of t .hi.s type t:rf insu:r­

ance. 

Th$ purpose of a Qotnsuranoe claus$ is to .tnake the 

school district. keep the property covered to a oertain 

amount or become a coinsurer for a part of any loss that 

.is sustained. In a previous chapter it was shown that con­

siderable savings can be e:t.tected by using the coinsurance 

ola\.l$8• It was su;rpr1s1ng that only 76 per cent of the 

tirst and only 5S per cent of the districts ot the 

second olass indicated that they carried this clause. 

This 1s ·sllghtly lower than the 76 per cent Taylor (152 

P•lJ;) round 1n Nebraska, but higher than S.rrdt.h (146 

PJ>-3•6) :reported 1n Washington-

Table XII indicates the per cent .of coinsurance 

ear~itld by the distr.iote that ;rep.orted 1ts use. 

Table XII shows 'Jihat most ot the districts oarr1 a 

relatively high percentage ot coinsurance due no doubt 

to the tear of gene:rally increasing property values and 

the desire to get as near complete re'placement as 

possible in event of a major loss. Then too, the higher 

the percentage of eo1nsuranoe ¢arried the eheape.r the 

rate~ 
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TABLE XII. 

PER CENT OF COlNSURANCE CARR.IED 

Response : D1etr1ct PaX" District Per 
••.. lat Class Cent 2nd Class Cent 

100 per cent 
coinsurance 19 3J ll 15 

90 per cent 
coinsurance )8 67 54 ?3 

80 per cent 
coinsurance 4 

70 pe:r cent 
coinsurance 2 3 

No answer 
I I 

4 5 

Total ~z 100 2!1: 100 

In the chapter on tire insurance 1t was shown that 

an accurate school property appraisal was necessary to 

determine the amount or insurance the district should 

carry. This ts even more important to the districts that. 

carry the coinsurance clause because of the penalties 

that can be sut:tered where 1nsutf'1o1ent insurance 1a 

carried. Table XIII shows the individual, group or 

agency making appraisals or school property in Oregon. 

Appraisal of school property is a very complicated 

problem and necessitates a lot or technical knowledge. 

Yet, Table XIII shows that only 6.5 per cent of the 
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TABLE XIII 

PROPERTY APPRAISERS 

Response· .• DistriQt Pel' District Per 
lst Class Cent : 2nd Class Cent 

School board 

Insurance agent 

Contractor 

Appraisal firm 

S~er1ntendent 

Insurance company
appraiser 

No one 

Other 

No answer 

Total 

l 

12 

) 

41 

9 

15 

2 

j 

86 

1 

14' 

4 

48 

ll 

17 

2 

3 

100 

25 13 

52 28 

16 9 

22 12 

19 10 

43 23 

1 1 

2 l 

5 j 

185 100 

responses or first class and only 35 per cent of the 

responses of th·e districts of the second olass indicated 

use of appraisal firms or insurance company appraisers. 

Table XIII also indicates that a number of different types 

of appraisers are used. A number of school districts re­

ported using more than one type of appraiser, which 

accounts for more re.sponses than districts reporting on 

the question. 

In this survey the schools were asked the question: 
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How is the insurable value of buildings determined? Table 

XIV shows the methods used by the reporting school dis­

tricts in determining this all important value. 

TABLE XIV 

METHODS OF DETERMINING INSURABLE VALUE 

Response 
t 
t 
: 

District 
lst Class 

••
Per . District•
Cent . : 2nd Class 

Per 
Cent 

By appraisal 55 67 61 40 

By estimate 8 9 35 2) 

Original cost 5 6 30 20 

Cost less 
depreciation 9 11 15 10 

Commodity index ) 4 ) 2 

No answer 2 ~ z 2 
Total 82 100 151 100 

Table XIV shows that the most common single .method 

used to determine insurable vuua is the appraisal method. 

Sixty-seven per cent of the responses of the first and 40 

per cent or the responses of the districts of the second 

class indicated the use of this method. It is evidence of 

bad practice when as many as eight tirst and thirty-five 

districts of the second class still use the estimate 

method of determining insurable value. Table XIV 

indicates the extent to which other methods are used and 



152 

shows that a number of districts use more than one method 

w.niob accounts for a larger number ot responses than the 

total number of districts responding. 

The insured school district is not always sure that 

their appraisals will be aceepted by the insurance company. 

However, any a.pprailiJal .made by a. reputable appraisal firm 

or by an insurance appraiser repx-esent1ng the company 

carrying the insurance will usually be acceptable. Eighty­

tour per cent of the first and 78 per cent of the dis­

triots of the se.cond class report that they know their 

appraisals will be acceptable in event of a loss.- Only 

8 per cent of the first and 15 per cent of the districts 

of the second class indicated that their appraisals will 

not be acceptable. A number of dist.riots did not answer 

this question. 

The cost of appraisals varied from a high or a 
per 1,000 of value to a low of fifty-one cents ror new 

appraisals and from sixty cents to seventeen cents for 

reappraisals. 

The receno.r of the appraisal that determined the 

insurable value is important to the sohool district. 

Table XV shows the years that current insurable values 

were determined. 
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'l'ABLE XV 

RECENCY OF APPRAISAL OF PROPERTY 

: : 
R.esponse : Distrio.t Fer ; District Pet-

i. · lst--.Glass Cent' = .. 2nd Class Cent 

1954 1 l 4 ) 

,..,1953 34 75 '6 
1952 ' 24 )2 21 16 

11951 5 7 10 7 

1950 1 1 4 ; 

.1949 2 ) J 2 

1948 1 1 2 l 

1935 1 1 

No date re~orted 1 9 15 l! 

Total U . . . l.OO . 1~5. 100 

Eighty•six per ¢ent ot the t:i.rst and sa per cent of 

the districts or the second class have determined their 

in.surable value in the last tour years which indicates 

that serious consideration has been given to keeping 

property values current. I:Ioweve:r, it was f'ound that some 

appraisals ;run ba.ok to l935. 

As pointed out b.:.tore, standard practice calls tor 

a district 'o reappraise the property and re•lae the 

insurance at tbree ...,year or five•year intervals. However, 

during periods of rapidly increasing values, more 
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frequent reappraisals are necessary. To determine the 

Oregon practice. the question was asked: How often do 

you reappraise and revise you:r insurance? Table XVI 

will show the current practice. 

TABLE XVI 

FREQ.tlENOY OF PROPERTY REAPPRAISAL AND INSURANCE REVISION 

1 !
Response :District Per : District Per 

• 1st Class Cent . 2nd Class Cent 

Every 6 years l 1 

Every 5 years 6 8 11 8 

Every 4 years 1 l 

Every 3 years 1 9 11 8 

Every 2 years 4 6 10 7 
:Every 18 lllOnths 10 l) 17 1) 

Annually 21 28 27 20 

Semi-annually 1 1 

Plan to annually 1 1 1 1 

Monthly l l 1 l 

Having first made 2 j 1 1 

Never 5 j 

Not regular 5 7 28 21 
Appraised once 2 l 

Don't know 
.. 

l l 

No answer 18 2/t 17 12 

Total 22 100 135 100 
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Practice varies widely as far as the frequency of 

property reappraisal and insurance revision is concerned. 

Table XVI shows that 64 per cent of the first and 57 per 

cent of' the districts of' the s.eaond class reappraise at · 

intervals of' one to five years.. The number of districts 

that indicated no regular practice of reappraising and 

the number that failed to answer the question at all 

shows poor practice is fairly general especially among 

the districts or the second class. 

School districts have a great deal of money in­

vested in the contents and equip,ment of school buildings 

and the importance of accurate and regular inventories 

.has been stressed 'before in this study. Table XVII 

shows the current practice with reference to the 

frequency of this type or 1nventory. 

The majority of the school districts inventory 

at intervals of six months to five years. Table XVII 

shows that ?l per cent of the first and 66 per cent of 

the districts of the second class inventory every year 

which is excellent practice. 
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TABLE XVII 

FRE"UENCY OF INVENTORY ... Btl'ILD!NG CON'I'.ENTS AND EQUIPMENT 

: 
Response 

a· 

: District 
' );st Cle.ss .. . 

Per 
Cent 

: 
: 

District 
2nd Class 

Per 
cent 

Every S years 4 s 2 1 

Every .3 years 5 ? 8 6 

Eftry 2 years ) 4 10 8 

Every li years ) 4 7 5 

Every year Sl 71 89 '66 

Every 6 .months l 1 ~ 2 

As necessary J 2 

Never 2 1 

Being done now first 
time 1 1 

No answer 6 8 lO 8 
.-. ~-, 

Total ~~ -12 I ~00 1)5 100 

The districts were asked the question: Consider­

,f.n,g the recent trends in the eost ot buildings and 

equipment, do you consider the o,ove;rage ,on your buildings 

and equipment adequate? Table XVIII indicates the answers 

to this question. 
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TABLE XVIII 

ADEQ.UACY OF INSURANCE 

Response District Per District Per 
lst Class Cent 2nd Class Cent 

Adequate 60 80 113 84 

Not adequate ll 15 19 14 

No opinion 4 ' ) 2 

Total 100 135 1007' 
Eighty per cent of the first. and 84 per cent of the 

districts of the second class indicated that their insur­

ance was adequate. Only 15 per cent ot the first and 14 

per cent of the districts of the second class which 

answered this question indicated inadequate insurance. 

Although relatively tew school districts indicated 

inadequate insurance, there is a suttio1ent nwnber to be 

of concern. If the insurance is inadequate in any one of 

these thirty districts and a serious tire loss is sustain­

ed, then a serious financial burden would be imposed on 

the taxpayers of the district. 

The number of school districts which reported tire 

or extended coverage losses in the last fi~ years is 

shown in Table XIX. 
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TABLE XIX 

LOSSES J'OR LAST FIVE YEARS 

Response 

Loss suttered 

No loss sutrered. 

: ,. D1stridt•. lst Class• 

'4 
'9 

Per 
Cant 

t 

45 

S2 

:. District.. . 2nd Classe 

26 

107 

Per 
Cent 

20 

79 
No answer 2 ' l 2 l 

Total Z2 100 1)2 100 

This table shows that 4.5 per cent Of the first and 

20 per .cent ·Of the districts of th~ second c).ass report~d 

some fire or extended ooverqe loss 1n the past five years .• 

Most of the districts l"eporting losses indicated the 

·amount of the loss recovered from the 1nsu.ranoe oo.nq>a,ny,. 

These losses totaled $474,154• Most of tba districts also 

reported the amount of th~ annual premiums on fil"El and 

extended coverage. The premiwns totaled $5J3 ,599, Thls 

represents a oos·t ot $5.61 paid out in premi\l.!JlS for every 

dollar recovered from claims. 

The survey showed that 68 per oent of the first 

and 59 per cent of the districts of the second class 

carried boiler insurance. This type of insurance was 

discussed earlier and includes a regular inspection 
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service. The value of this service was mentioned by 

several school districts. This inspection service aids 

the school district in maintaining boilers in good condi­

tion even though many unskilled firemen ar employed. 

L1ab111tr Insurance 

This section deals primarily with general liability 

insurance which protects the school district. school 

directors , and school district employees from legal 

liability for negligence in performing official responsi­

bilities or from accidents occurring on school property. 

Seventy-two per cent of the districts of the first 

class and 46 per cent of the districts of .the second class 

reported that they carried liability insurance., A total 

of 116 school distriots c~rry . such insurance. 

Each district that carried liability insurance was 

asked to state the amount of insurance coverage per 

person. per accident and for property damage. 

Table XX: indicates th~ liability insurance limits 

per person for the 116 school districts that reported 

such insurance • 

L1JD1ts for bodily injury liability insurance 

varied from a high of 0250.000 per person to a low ot 

s.ooo per person . Fi:tt,v•eight per cent of t .he districts 

purchased amounts trom 25.000 to $100,000 while 19 per 
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cent purchased amounts from S1 000 to 20,000. 

TABLE XX 

BODn.Y INJ'URY LIABILITY - LIMIT PER PERSON 

Response Number Per Cent 

250,000 1 1 

150,000 1 l 

100,000 2) 20 

50,000 21 18 

25,000 2.3 20 

20,000 3 2 

15,000 3 2 

10,000 14- 12 

5,000 4 3 

No report 23 20 

Total ll6 100 

Table XXI snows the liability insurance limits per 

accident for the 116 school districts that reported 

liability insurance. 

Limits for bodily injury liability insurance ranged 

from $1,000,000 to 5,000 per accident. This is a very 

wide range; however, 43 per cent of the school districts 

reported limits upward from 100,000. 
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TABLE XXI 

BODILY INJURY LIABn.ITY ... LIMIT .PER ACCIDENT 

. Response Number Per Cent 

1.,ooo,ooo l 1 
500,000 5 4 

300,000 24 21 

200,000 13 ll 

100,000 2) 20 

60,000 1 1 

50,000 16 13 

40.000 l 1 

25,000 2 2 

20,000 I+ 3 

s,ooo 1 1 

No answer 25 21 

Total 116 100 

Table XXII indicates the property damage limits 

for those districts reporting liability insurance. 

This table shows that limits tor property damage 

insurance vary from 100,000 to 1.ooo. Sixteen per cent 

of the districts purchased the 25,000 limit while J2 per 

cent li.mited themselves to $5,000. Thirty•nine per oent 

ot the districts failed to indicate any limit at all. 
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TABLE XXII 

PROPERTY :DAMAGE Ll.A.SILITY 

- ---...- ~-"'-' --:-~,=~~:=~-~- - - -~ - --- -____;:__-~ -- -~ : _:.:_:_.::::....:.::.=.=::.=-~- ~·:.-:=.::::-:-:-:.-=_-:- - -"------:.;:~ --~·~ - · - -- ---·- ·- ·~-~--. - - ~--- -- --·-- -- - _:__ ~_._ 

Respoase .. _ , ,Nsmber , Per Cent 

100,000 l 1 

50,000 a ~ 

25 000 18 16 
. ' 

ao.ooo 3 2 

10,~,000 9 7 
5,000 31 )2 

1 1 000 1 l 

~-0 ~$Wf5~_ . ~-~ . "--·. "· ~...~~-~+'-~--~ - - -~~- ~. ~ -- .....--~- ___.)9.. . 

Total. .. .... . ____ ____,__. . __U6 .~ - --~-- - - - - __--~ -·.. _.\09 

Atter 1nd1oatlng the lWts tor liability insurance, 

the districts were requ.e·sted to show it the liability 

pol1o.v protected: the d1str1ct• the board members ,, or all 

employees. 

Eighty-seven per cent ot the districts having 

liability 1n.suranoe said the district was protected from 

liability. Eightr..:rour p·er oent reported the policy 

covered the board members, Sixty-one per oent of the 

districts indicated the policy afforded protection to all 

employees. lt is interesting that so many districts feel 

the need for liability protection ln suoh large amounts 
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1n view of the persistent refusal of the oregon Legislature 

and the Oregon courts to impose liability on school dis­

tricts and school boards for negligence. 

It is interesting that 61 per cent or the school 

districts hal"ing liability insurance are carrying lia­

bility policies on employees and paying for them. with 

public funds. This is being done in spite of the fact 

that there is some question about the legality of the use 

of public funds for such private protection. 

In a previous chapter it has been pointed out that 

authorities are almost unanimous in their recommendations 

that all liability insurance policies should contain a 

waiver of immunity clause. Otherwise the traditional 

immunity of a school district could prevent e.ny right of 

action against the insurer by any injured third party. 

In order to ascertain whether the liability insur­

ance policies <:overing school districts contained such a 

waiver of immunity clause the question was asked: Does 

your policy carry a wa1ver of immunity clause? 

Table XXIII indicates the presence or absence or 

such a clause. 

Table XXIII shows that only 44 per cent of the 

liability policies of the districts of the first class 

have the waiver of immunity clause and only 13 per cent 

of the districts of the second class have the clause 



included~ lt is :s1gn1ticant that so many districts do not 

know whether they have suoh a clause or do not answer which 

could 1nd1oate the same lack of knowledge. 

TABLE XIIII 

WAIVER OF IMMUNITY CLAUSE 

.•Response ~ District .Per ! Distl"iot Per 
lst ·Class Cent : Znd Class Cent 

Policy has the clause 24 44 8 1) 

Polioy does not have 
the clause 18 33 26 42 

DOn.tt bOW ; .10 24 39 

No answer 
t 7 ll It 6 

1 5lt ~00 62 100 

The schools were asked the quest1ont Has there 

been any case covered by liability insurance in the last 

rive years? Ten first and five districts of the second 

class lndt.oated such cases had arisen. Information sub­

mitted on tb.e amount ot money that had bee.n recovered 

under the liability policy was very limited. However, a 

total ot $867 was reported. Five cases were. reported 

still pending, one of whioh was tor $150,000 for a shop 

inJury. The total of tb.e annual premiums for liability 

insurance for se,-enty-eight d:tatriots which reported this 

tigure was $23,.454. This represents a. cost of $173.40 



165 

in premiums tor each dollar recovered from claims. 

Workman's compensation is a combination of lia­

bility and accident insurance and is therefore discussed 

briefly under the general heading of liability insurance. 

The schools were to answer the question: Do you 

carry workman's compensation? 

Slightly more than 82 per cent of the districts of 

the first class and 57 per cent of the districts of the 

second class :reported they carried this type of insurance. 

The study showed that the general practice was to cover 

custodians• cooks and other laborers. However. a number 

or districts included athletic coaches, and a few included 

all employees or the district, including teachers. 

Vehicle Insurance 

This section deals primarily with the insurance on 

school buses. 

The districts were asked to indicate the type of 

insurance and the appropriate limits carried for each type 

ot insurance. Table XXIV shows the number of school dis­

tricts carrying the various types of insurance protection. 

Table XXIV shows that a total of 165 districts 

reported that they carried bodily injury insurance on 

vehicles. This figure was taken as 100 per cent and other 

percentages tigured therefrom. 
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TABLE XXIV 

TWES OF VEHICLE INSURANCE 

Response Number Per Cent 

Bodily injury 165 100 

Property damage 158 96 

Collision 83 50 

Comprehensive 6$ 39 

Fire 11) 69 

Thett 120 7) 

Medical 110 67 

In the chapter on vehicle insurance the recommenda­

tions ot the State Department o~ Education tor a school 

bus insurance program were presented . This reconmendation 

included: bodily 1njuryt property damage, fire and 

medical payments in case of an accident. It did not recom­

mend collision, comprehensive or theft insurance. 

In view of this recommendation it is interesting 

that 4 per cent of the districts do not carry property 

damage insurance; that 31 per cent do not carry fire 

insurance; and that 33 per cent do not provide for .medical 

payments. 

Contrary to the State Department's recommendations, 

50 per cent do carry collision insurance, 39 per cent do 
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carry comprehensive, and 73 per cent do carry theft insur­

ance. In actual point of faot, an ottioial of the State 

Department Of Education indicated that two school bu.ses 

had been stolen in recent years. 

Table XXV shows the number of districts that have 

varioWJ limits par person for bodily injury insurance. 

TABLE XXV 

VEHICLE BODD..Y INJURY • LIMIT PER PERSON 

Response N!!mber Per Cent 

250,000 5 3 

2oo.ooo 1 l 

120,000 1 l 

100,000 19 u 
50,000 j2 19 

40,000 l 1 

25,000 18 ll 

20,000 1.3 8 

15,000 9 ' 
10,000 42 25 

s,ooo 6 4 

No answer 18 11 

Total 165 100 
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It will be noted from Table XXV that 2; per cent 

or ~~e distr1.ots carry a 10,000 limit p·er person f or 

bodily injury. This is the amount the State Departlllent 

has recommended for this l:lmit-. However• ninet1•nine 

districts, which is 60 per cent or the total numbe:r 

carrying bodily injury 1nsl.U"anoe 1 are carrying amounts in 

excess of the recommenda-tion and 4 per cent ee.rry less 

than the recommended amount. 

Table XXVI indicates the bodily injury limits for 

eaeh accident and the number or districts that have s.uoh 

limits. 

In Table XXVI it can be seen that 28 per cent of 

the districts have limits of $100,000 tor each accident. 

This is the amount the State Department has recommended. 

By this standard, 23 :per cent or the districts are under­

insured and J5 per cent are over·-insured. 
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TABLE XXVI 

VEHICLE BODILY INJURY • . LIMIT EACH ACCIDENT 

Ria:Jponse Nwnber Per Cent 
1' .............. 

.500,000 9 5 

400,000 l l 

)00,000 21 ll 

250,000 2 1 

200,000 20 12 

l50,000 4 2 

125.000 l 1 

100,000 47 28 

60,000 1 1 

50,.000 12 7 

:30.,000 ) 2 

25,.000 16 lO 

20,000 4 2 

10.000 l 1 

No answer 2J 12 
Total 165 100 

Table XXVII shows the p:r.operty damage lllnits for 

eaoh accident and the number ot districts that have suoh 

l1mits. 
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TABLE roll 

VEHICLE PROPERTY DAMAGE • LM'!' EACH ACCIDENT 

~e· $p~nse 

,oo.ooo 
100,000 

60,000 

50,000 

25,000 

2.0,000 

15,000 

10,000 

5.,000 

NQ _.an,.awer 

Total 

NWllber 

l 

4 

l 

9 

15 

6 

2 

22 

76 

22
"- · I. ~ . 

158 

Per Cent 

l 

2. 

1 

6 

9 

4 

1 

14 

48 

14 

100 

Table XXVII shows that 48 per oent of the dis­

tricts are carrying a !f5,000 limit for each accident 

for prope·rty damage. This is the recommended amount 

according to the State Department or Education. It 

appears that JS per cent or the districts ar e ca:rl'ying 

excess insurance for vehicle prope<rty damage. 

Table XXVIII shows the deductible limits for 

vehlole collision in.suranoe. 
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TABLE XXVIII 

VEHICLE COLLISION • DEDUCTIBLE LIMITS 

RttSI?On~e ., N\)l!lber .. Per Cent 

250 9 11 

200 1 1 

1!>0 2 

100 41 50 ' 
90 1 1 

75 1 l 

~0 21 2S 

25 l 1 

No answer 6 7' . I 

Tota6 8~ 100t ~·_ tli 

Although collision insurance is not recommended 

tor schools 1n Orego:n,. 50 ,per oant of the districts own... 

lng veb.iolea have such insux-anca- Table XXVIII shows 

the number and percentage of districts that oarry the 

various deductible amounts. The $100 deductible is. 

carried by !)0 per (utnt ot the districts while 15 per oent 

~ave mote and 28 per cent nave less than this amount. 

Table XXlX shows the limits of vehicle medical 

payments for eaoh person and the number of districts 

having these lindts ~ 
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TABLE XXIX 

VEHICLE MEDICAL • LIMIT EACH PERSON 

ges.popse Number 
I 

Per Cent 
' ' 

25.000 l l 

20,000 l l 

5,000 l l 

2,000 6 s 
1,000 19 17 

750 2 2 

500 4.9 44 

)00 l 1 

250 14. 13 

150 1 l 

No answer . . 12 14 

Total 110 100 

Table XXIX indicates that 44 per cent of the 

schools have a $500 limit for .medical expenses, which is 

the recommendation of tht1 State Department of Education. 

However t· 27 per cent have limits in exoe ss of this 

amount and 15 per cent or the ·districts are carrying less 

than the recommended limit tor medical payments. 

'The districts were asked the question: If you 

operate tive or more buses, do you have fleet insurance'? 
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Sixty schools answered "yes" and only nine answered "no." 

This would seem to indicate that most of the schools were 

taking advantage or the cheaper rate tor fleet insurance. 

However, those answering "no" should convert to the 

cheaper fleet insurance. 

The schools were asked to indicate the term for 

which their vehicle insurance was written. Most of the 

responses indicated that the majority of schools were 
I 

taking advantage ot insurance savings wherever possible. 

For example. seventy•six districts wrote their insurance 

tor either nine or ten months because this was the only 

period they had any risk under such coverage as: bodily 

injury. property damage • oollision or medical. Fire and 

thett. when carried, were written for the year. Districts 

that used their vehicles for the year carried insurance 

coverage for that period. 

The annual cost of vehicle insurance as reported 

by the schools totaled $71,411, although some schools did 

not submit this information. Sixty-nine districts reported 

that they had suffered losses under their vehicle insur­

ance in the last five years and that they had recovered 

2),444 during this period, This amounts to 1).2) paid 

out in premiums for every $1 collected in claims. 

The question was asked: Are your buses used for 

other purposes than transporting pupils to and trom 
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school? It was interesting that 82 per cent answered 

"yes." Those that gave an affirmative a.nswer were then 

asked to indicate it their insurance covered these other 

trips. One district of the first class and seven dis­

tricts of the second class answered "no." These eight 

districts wo~ld have no insurance protection on these 

extra trips~ 

Forty•one districts said they charged for these 

extra trips. This is 31 per cent of those who use their 

buses for purposes other than transporting pupils to and 

from school. Twenty•two or 17 per cent of the districts 

making this extra charge reported that their insurance 

did not cover them when the charge was made. This of 

course could present a very serious problem for the 

district. 

Several questions on the general subject of driver 

training were included in this survey. Fifty-eight 

schools reported that they had a driver training program. 

or this number, 62 per cent indicated that they used their 

driver training cars exclusively tor driver training and 

28 indicated that they used their oars for other purposes. 

When such cars are used for purposes other than those 

originally intended, it raises a question about the 

insurance coverage. For this reason a question was 

included to ascertain if the vehicle insurance covered 
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these o'bher us&Eh It is interesting that two districts 

ot the first class reported that their insurance did not 

cover these extra trips,. 

seve.n d.1str1cts or 12 per cent of those giving 

~iver training reported accidents with driver training 

cars~ Annual insurance costs on these oars was reported 

as · ),222 and losses reported recovered from insurance 

claims totaled approx1mately $2:~976. '!'his appears to be a 

very higb loss rate caused, .DIO clou.bt, by the total loss 

ot one ear which was includ·ed at an approximate value of 

$2 ,60(h 
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CHAPTER IX 

SUMMARY AND RECOMMENDATIONS 

This study was undertaken because the State of 

Oregon has invested a tremendous sum of money in school 

buildings and school equipment. As a consequence, there 

are many problems and responsibilities for school boards 

and school administrators in the protection of this in­

vestment by adequate and economical insurance coverage. 

The purposes of this study were: to study the 

principles of insurance to determine how insurance ap­

plied to Oregon public schools, to analyze the legal 

requirements of Oregon 1n respect to school insurance, to 

develop principles ~on which a sound school insurance 

program should be based, to determine current school in­

surance practices in Oregon, and to make recommendations 

tor the specific improvement of school insurance practices 

in Oregon. 

The study gave major emphasis to fire, liability 

and motor vehicle insurance with less emphasis given to 

extended coverage insurance, workman's compensation and 

boiler insurance. 

In making this investigation a number ot pro­

cedures were used. A survey of the literature on school 

insur.anoe was made tor the necessary background of the 
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problem.. The Oregon laws were studied to determine the 

legal status of schools. the legal reqa1rements for school 

insurance, and the limitations placed upon the purchase of 

such insurance. The opinions of the Attorney General for 

Oregon were studied for interpretations of the law and for 

statements of implied authority of school boards to pur­

chase types of school insurance that had not been 

specifically authorized. Decisions of the Oregon Supreme 

Court pertaining to school insurance, school district, ·and 

school personnel liability were studied. Interviews were 

had with a number of persons connected with departments of 

the state government, with the field of insurance or with 

schools. A questionnaire survey was made of all districts 

of the first and second class in Oregon to determine 

current practices 1n school insurance. 

The major findings are enumerated under the follow• 

ing headings: general, fire, liability, motor vehicle, 

workman's compensation and boiler insurance. 

General 

The major findings of a general nature follow: 

1. Regulation of insurance is a function of the 

State of Oregon. 

2. There are principles of insurance which apply 

to all kinds of insurance, including school insurance. 
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These are: risk, the "law ot large numbers," the princi­

ples ot the insurance contract,. 1nde.om.1ty and insurable 

interest. 

). There are a number of basic principles to be 

considered in setting up and operating a school district 

insurance program. These prinoiples are: 

(a) the program should be planned and 
farsighted, 

(b) it should provide for responsible
administration, 

(c) it should provide adequate protection. 

(dJ it must meet legal requirements and 
limitations, 

17~
(e) it should be based on complete and 

accurate rec·ords and appraisals, 

(f) it should provide for periodic review 
and reappraisal of the program, 

(g) it should provide for selecting
reliable companies, 

(h) it should provide for the elimination 
ot hazards and penalties, 

(i) it should provide tor an objective and 
equitable distribution of policies, 

(j) it should establish a procedure for 
reporting losses and accidents, 

(k) 1t should ·be economical, and 

(1) it should include a safety program. 

4. Sixty-two per cent of the districts of the first 

class but only 34 per cent of the districts of the second 
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class indicated any centralization of 1"'espona!b111ty for 

the district insurance program. 

S. Seventy-seven per cent of the districts of the 

first class and 44 per cent of the districts of the 

second class hava an obja.ctive plan or method of distribut­

ing their insurance. 

6. Agent • s reputationt company reputation. service 

and cost are 1m;portant tac,tors in allocating the· s , ~hool' s 

insurance. 

7. Regulation of insurance in Oregon s1.mpl1ties 

the problem of selecting reliable illsurance co.m;panies. 

8. Even though every company· authorized to sell in­

surance in Oregon has met m1n1mwn standards. 70 per cent 

of the districts of the first class and 54 per cent of the 

districts of the second class re.quire some additional 

qualification. Be~rt•s General Policyholders Rating 

system was used most frequently by school districts to 

determine qualification. 

9. Savings can be made by insuring with mutual 

insurance companies. The courts and the attorney general 

for Oregon have indicated that it is legal to insure in 

mutual companies provided such companies issue non­

assessable policies,. 

10. Stock insurance companies carry all of the 

insurance for 4.0 per cent of the districts of the first 
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and for 33 per cent of -the districts of the second class. 

11. Mutual insurance companies receive all of the 

insurance business ~or 15 per cent of the districts of 

the first and for 23 per cent of the districts of the 

second class. 

12. Sixteen. per cent of the districts or the first 

class and 29 per cent or the districts of the second class 

do not have a definite procedure or plan established to 

report losses and accidents. 

13 '!; A defini.te program for the elimination of 

hazards was reported by 75 per cent of the districts ot the 

first and by 70 per oent of the districts o:r the second 

class. 

14. Ninety-one per oent of the districts of the 

first and 93 per cent of the districts of the second 

class reported they have a.pj)ro:x:imatel,r the same amount of 

insurance premiums due each year. 

15. There is considerable evidence that insurance 

policies are not filed in fireproof depositories, especial­

ly in districts of the second class. 

16. As far as Qould be determined, school districts 

have never been speo1f1aa.lly required by law to use 

competitive bids for purchasing insurance. Yet 19 per cent 

of the districts of the first class and 39 per cent of the 

districts of the second olass require competitive bids for 

http:defini.te
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17. In the absence of any mandatory law-. direct­

ore of a school district in Oregon have only a moral 

obligation to insure school property, 

Fire-
The .major findings pertaining to fire insurance 

follow: 

1. Authority to insure school property against fire 

has never been authorized by law, However, the Attorney 

General tor Oregon ruled in 1909 that school dj,stricts had 

the implied authority to purchase fire insurance. 

2. The Oregon Legislature has adopted a Standard 

Fire Policy for use in Oregon. 

3. Fire policies for school districts are usually 

written 1n one of the fOllowing three forms: specific 

coverage policy, speo1f1o schedule policy• or the blanket 

coverage policy. 

4. The blanket policy form is the best and most 

popular for school districts. 

5. The blanket policy form is used by 81 per cent 

of the districts of the first and 60 per cent of the 

districts of the second class. 

6. The extended coverage endorsement is an 

important addition to the school district's fire policy. 
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1. Only 73 per cent of the districts of the first 

and only 68 per. cent of the districts of the second class 

carry the extended coverage endorsement. 

8. When the depreciation or replacement cost in­

surance clause is added to the standard fire policy the 

school district is permitted to collect the tull replace­

ment value of the building. 

9. Depreciation or replacement cost insurance was 

carried by 42 per cent of the districts of the first and 

by 24 per cent of the districts of the second class. 

10. The coinsurance clause purchased on a three or 

tive-year term is the most economical way to buy insurance 

tor school buildings. 

11. The coinsurance average clause was carried by 

only 76 per cent of the districts of the first end by 

only 55 per cent of the distriots of the second class. 

Most districts that coinsure use the 90 or 100 per oent 

coinsurance clause. 

12. Ninety•two per cent of the districts of the 

first and 88 per cent of the districts of the second 

class use the five-year term fire policy. 

13. To avoid penalties under the coinsurance 

clause, school districts are required to determine accurate 

insurable vaJ.ues and to keep them current .. 

14. Appraisal of school property for determining 
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insurable value is a very 1.m.port.ant pax-t or the district's 

insu:rance progrEUD.. 

15· Professional appraisers sh(}uld be used wher­

ever possible. 

16. Sixty-five per cent or the districts of the 

first and 35 per cent ot the dlstriots of the second class 

use appraisal t1r.ms or insurance company appraisers in 

determining the insurable value of school property. 

17. E1ghty•four per cent of the districts of the 

first and 78 per cent of the districts of the second class 

1nd1oate·d they know that their appraisals will be accepted 

1n event of a heavy loss. 

lS., 'l'he insurable value of school property has 

been de termined within the last four years by 86 per cent 

ot' the districts of the first and by 82 per cent of the 

districts of the second. class. 

19. Practice varies widely as tar as the frequency 

of property reappraisal and insurance revision is concerned. 

20. It is important for school districts to study 

the rating sheets issued by the Insurance Rating Bu;reau.. 

21. Seventy..three per oent of the districts of the 

first and 45 per cent or the distr1ote of the second 

class have secured a rating sheet from the fire rating 

bureau and have used this rating to reduo.e hazards and 
. { 

' penalties. 
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22. Fifty•one. per cent of the districts of the 

.til"st and 58 per oent or the districts of the second 

class do not submit plans in advance of construction to 

the fire rating bureau__. 

2). Building rates are lower than rates on con­

tents.. Therefore fixed. a~d loose contents should be 

insured separately. 

24. School building contents and equipment are 

' inventoried annually by 71 per cent of the districts of 

the first and by 66 per cent of the districts of the 

second class. 

25. Fifteen per cent of the first and 14 per cent 

of' the di~tricts of the second class indicated they 

carried inadequate insurance. 

26. Fire or extended coverage losses in the last 

five years were repor ted by 4.5 per cent of the first and 

by 20 per cent of the districts of the second class. 

27. The reported cost of premiums for fire insur­

ance was 5.61 paid out for every dollar recovered from 

claims. -
Liabilttr 

The major findings pertaining to liability insur­

ance follow: 

l. In the operation of the public school today. 
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there ~are many opportunities tor 1n3ur1es to occur to 

persons and property. 

2. The principles of tort liability are· firmly 

r·ued in Oregon law .. 

3. The school district in Oregon operates under the 

g$neral pr1.noiple of non•l!abil1ty.. As such, the district 

is not liable tor injuries growing out of any governmental 

function or to;r the ultra vires acts of the directors. 

4• Although Oregon did enact legislation to 

modify the coromon•law principle or sovereign 1nunun1t.v., the 

court.s have ruled this to be a. me.re re-enactment ot the old 

oommon...law principle that a public corporation is liable 

in tort only in the performance or proprietary functions 

and not for the pelrtormance of public or government 

functions. 

5. The doctrine of respopdeat PUR!rior does not 

apply between school dlrectors and persons employed by the 

district. 

6. A school director 1.s not liable for ~he 

negligence of an interior official provided ordinary care 

was used in the selection of' the otfioialj; 

7. Directors are not liable w:hen acting within 

their line of duty or within the scope of their authority. 

S. Soboo.l administrators, school teachers and non­

certified personnel in Oregon are liable for tort the same 
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as any other person. 

9· School administrators are less likely to be 

found negligent than are school teachers. 

10. Liability insurance becomes more important as 

courts tend to grant larger awards. 

11. The Oregon Legislature has authorized the pur... 

chase of liability insurance by school boards for all 

activities ~ngaged in by the district. This includes 

medical and hospital benefits for students engaging in 

athletic contests. Failure to procure such insurance is 

not construed as negligence. 

12. Seventy-two per cent of the districts of the 

first class and 46 per cent of the districts of the 

second class carry liability insurance. 

13. L1m1ts for bodily injury liability insurance 

varied from a high of $250.000 per person to a low ot 

$5 ,000 per person. Fifty-eight per cent of the districts 

purchased amounts from 25,000 to 100,000 while 19 per 

cent of the districts purchased amounts from 5,000 to 

$20,000. 

14. Limits tor bodily injury liability ranged 

from 1,000,000 to 5,000 per accident. Sixty-six per 

cent of the school districts reported limits of $100,000 

or more. 

15. Limits for property damage ranged from 
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$100,000 to $1,,000. Sixteen per cent purchased the 

$25 .,000 .lintit, )2 per cent purohasad the $.5,000 limit and 

39 per cent tailed to indicate any .limit .. 

16. Most of the liability policies were written 

to protect the school distrlct or the school board from 

liability. However, 61 pe;r cent of the policies cove:r all 

employees although the legality or such expenditures has 

·never been settled. 

17 ., The use of publio funds for the purchase of 

liability insurance to protect teachers and other school 

e.tqployees has not been legally decided. 

18. Tl;le presence of liability insurance does not 

waive the traditional immunity ot the school district .. 

19. All school district liability policies should 

contain a waiver of 1mm.unity clause. 

20. Most or the Uab1l1ty policies do not haTe a 

wa1ver of imm.unity clause. 

21. Fifteen school districts reported cases 

covered by liability insurance in the last five years. 

Tlle maJor findings pertaining to motor vehicle 

insurance follow: 

1. School districts we:re authorized to purchase 

public liability and property damag~ insurance on motor 
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vehicles operated by the district in 19J9 by the Oregon 

Legislature. 

~. Pire, theft and collision insurance were never 

authorized by law but may be implied under the authority 

or the school district to care for, repair and replace 

property of the district. 

). As fa~ as could be determined, there has been 

no court case or attorney general's opinion on the author­

ity of district boards to provide for medical payments to 

persons inJured in school bus accidents although districts 

are authorized to purchase such coverage tor injuries to 

students in school buildings and on school grounds. 

4. The school district is not liable for the 

negligent operation of its school vehicles. School bus 

drivers are liable for the negligent operation of such 

vehicles. 

5. Where a district operates five or more buses 

it is more economical to carry fleet insurance. 

6. Sixty per cent of the school districts carry­

ing bodily in3ury insurance on vehicles are insured for 

more than the 10,000 limit per person reco~nded by the 

State Department o.f Education. Four per cent carry less 

than the recommended amount, 

7. Thirty•five per cent of the districts carrying 

bodily injury insurance on vehicles are insured for more 
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than the 100,000 limit per accident reco~nded by the 

State Department or Education. Twenty-three per cent 

carry less. 

8. Thirty-eight per cent ot the school districts 

are carrying more property damage insurance on vehicles 

than the 5.000 limit for each accident recommended by 

the State Depart~nt of Education. 

9. Fifty per cent of the districts owning vehicles 

carry collision insurance and 50 per cent of this numbe:t' 

have the 100 deductible policy. 

10. Forty-tour per cent of the districts owning 

vehicles have a $500 11m1t for medical expenses as recom­

mended by the State Department of Education. Twenty-seven 

per cent have more and 15 per cent have less than this 

limit. 

U. School buses and driver training oars are 

frequently used for purposes other than those originally 

intended. Specific coverages are required to provide in­

surance coverage under these conditions. 

12~ School buses are used for other purposes than 

transporting pupils to and from school by 82 per cent 

of the districts and eight of these school districts 

reported they had no insurance protection for these 

extra trips. 

13. Forty•one school districts make a charge for 
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these extra trips and twenty-two districts report that 

their insurance did not cover them when the charge was 

made. 

14. Twelve per cent of the districts giving 

driver training reported accidents with driver training 

oars. 

15~ The reported oost of premiums for vehicle 

insurance v~s 1).23 paid out for every dollar recovered 

from claims. 

Workman 's Oo!fensation 

The findings pertaining to workman's compensation 

follow: 

1. Workman's Compensation is optional with the 

school district unless district employees are engaged in 

haz~dous work as defined in the act. 

2. Workman•s Compensation was carried by 82 per 

cent of the first and by 57 per cent of the districts of 

the second class. 

Boiler Insurance 

The findings pertaining to boiler insurance follow: 

1. Boller insurance covers losses assooia ed with 

explosions in the school plant and also inoludss an 
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1mport.ant illspaotion service- savings ln bQiler insurance 

can be made by writing this coverage for the school term 

only and excluding the summer months. 

2. Boiler insurance was carried by 68 per cent of 

the first and by 59 per cent of' the districts of the 

second olass. 

llECOMMENDATIONS 

I 1. Because present•day insurance needs are so 

complex and because the field of insuran·oe is so teo~i· 

oal, it is recommended tb.at school distriets select a 

well trained and competent insurance advisor to help plan 

the insurance program. 

I 2. In keeping with efficient administration, it 

is recommended that the resp():nsibility tor the entire 

school insurance program be centralized in one individual 

and responsible to the board of directors. This indivi­

dual could be the superintendent. the business manager • 

the clerk or any other designated person. 

/ 3. It is recommended that the State. Department of 

Education explore the possibility of providing an insur­

ance consultant to audit and assist school districts in 

their insurance progl"ams. 

,/ 4. All school districts should carefully inventory 

thelr present and plan their :ru.ture insurance needs 
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annually in the light of the best informat.ion and advice 

available. 

;. The State Department of Education should take 

the initiative to get legal clarification of or enabling 

legislation for: 

(a) the use of public funds for the 
purchase of liability insurance 
protection tor teachers and other 
district employees, 

(b) the use of public funds to provide
insurance for medical payments to 
persons inJured in school bus 
accidents, 

(c) the insuring of driver-training
vehicles not owned by the di.strict, 

(d) ~datory competitive bids for 
school insurance, and 

(e) the authority of the board ot 
directors to purchase fire, theft, 
and collision insurance on 
district owned motor vehicles. 

6. Legislation should be enacted to require dir­

ectors of a school district to insure school buildings. 

contents and equipment against fire and other common 

perils. 

~ The Oregon Legislature should determine re­

quired amounts for all kinds of school vehicle insurance 

to prevent contusion and over and under-insurance .. 

8. Until required limits are standardized by law, 

school districts shoUld follow the recommendations of the 
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State Department of Education regarding vehicle insurance. 

/ 9. Extended coverage should be added to all 

school fire insurance policies •. 

/ 10. All school districts not insuring under a co­

insurance average clause should be encouraged to add this 

endorsement. 

/ 11. In order to accurately determine insurable 

values. school districts should utilize trained appraisers 

at trequent intervals. 

(' 12, Because it simplifies record keeping and af­

fects economies, school districts should use the blanket 

policy torm written for either the three-year or prater... 

ably the five-year term. 

/ 13. School districts should study stock and mutual 

insurance companies and place their insurance where the 

district will receive adequate protection and service at 

the lowest cost. 
---,...

14. All general and vehicle liability insurance 

policies should contain the waiver of immunity clause. 

15. As a supplement to the insurance ;program. all 

school districts should give serious consideration to the 

adding of Workman's Compensation. 

16. Before any school district uses a school 

vehicle for extra errands or trips, the district should 

ascertain whether its insurance will cover such usage. 
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17. Because or the savings that can be made, it 1s 

recommended that districts operating five or more vehicles 

carry floet insurance. 

~ 18. In order to eliminate the subJectivity so 

common in the allocation of school insurance, every dis• 

trict should develop an objective and equitable plan or 

method for the allocation or its insurance business. 

/ 19. The financial rating of all insurance companies 

under consideration should be checked in standard rating 

systems and their claims settlement policy ascertained 

before insurance is purchased. 

~ 20. Every district should establish a definite 

procedure for reporting losses and accidents. 

/ . 21. In the interest or e:f.'ticienoy and simplicity, 

school districts should revise their insurance so they 

will have insurance premiums due each year in approximately 

equal amounts. 

/ 22. Inventories of contents and equipment should 

be completed annually • . These records along with all 

insurance policies should be filed in fireproof vaults 

preferably away from the school plant. 

23. All liability insurance coverage should be 

held to a minimum. 

24. All insurance policies should be written only 

for the period of time that the district needs insurance 



195 

protection. 

1 25. In order to effect as many savings as possible, 

it is recommended that all districts specifically plan for 

the elim.i..nation of hazar ds and penalties-. 

~ 26.. All sobool building plans and specifications 

for new construction, alteration or addition should be 

submitted to the fire rating bureau so that factors that 

increase the rate make-up for the particular building 

can be checked before the building is constructed. 

/ 27. The insurance premiums paid and the losses 

sustained for every school district in Oregon should be 

incorporated into the annual report ot the Superintendent 

of Public Instruction. After a tew years this cumulative 

record Vlould be invaluable in securing a separate rating 

bureau classification for public schools. 
IYI ( 2 

V 
I 

28. The State Department of Education should take 

the initiative in publishing an insurance handbook for 

the use of insurance advisors, school administrators and 

school board members. 
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BOARD OF DIRECTORS LELAND P. LINN 

6EN T. LOMBARD, Chairman Superintendent 

DOROTHY E. BUSCH IRENE E. ROACH 
HAROLD A. THOMAS 
MARSHALL E. WOODELL ASHLAND PUBLIC SCHOOLS Secretory·Cie rk 

G. EDWIN DUNN SCHOOL DISTRICT NO. 5, JACKSON CO UNTY 
Office in First National Bonk Buildi ng 

ASHLAND, OREGON 

Ashland, Oregon 
December 18, 1953 

Dear Superinte,ldent : 

Most school administrators and school board members are currently 
interested in school insurance . This interest is not new because the cost of 
insurance and the kind and amount of coverage ~eded has always been a worry 
t o educators and lay leaders alike . Ho·Never, with steadily increasing 
educatio~al costs , it is now particularly appropriate and timely to study 
this important problem . We have a legal and a moral obligation to the people 
to get the most from the public funds we spend and to protect the educational 
system we administer. 

Due to the general importance of this problem and be~ause of my 
persoaal interest as a school board member, I am undertaking a rather detailed 
st11dy of school insurance in Oregon. 

As a part of this study, I wish to ascertain some current practices 
in school insurance in Oregon school districts . For this purpose I have 
developed a questionnaire with sections on fire and extended coverage, 
liability and motor vehicle insurance. Would you be kind enough to complete 
this questionnaire or have it completed and returned to me at your earliest 
convenience? 

Your assistance in this study will certainly be appreciated . The 
value of the study will be increased in direct proportion to the number of 
r eturns received . The findings will be made available to school administrators 
and school board members . 

Respectfully, 

Marshall E. Woodell 

We urge your cooperation in this important and 
t.i.'nely study . 

Rex Putnam 
Superintendent of Public Instruction 

Chairman, Do:toral Comnittee 
Oregon State College 
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SCHOOL INSURANCE QUESTIONNAIRE 

Part I 

County_______City______District Number_____Class____ 

1. Who has charge of the insurance program in your district? 
School Board Member of the Board 

--Superintendent --Business Manager 
--Clerk _ Other (indicate) 
--Committee of the Board 

2. Do you have a definite procedure set up for reporting losses and accidents? 
__Yes __No Explain: 

3. Do you have a definite program for the elimination of hazards? 
_ _ Yes __No 

4. Have you obtained a rating sheet from your rating bureau? 
Yes No 

5. If so, have you studied this sheet for the purpose of eliminating hazards and 
penalties? 

Yes No 

6. Do you submit plans for new buildings to the rating bureau before beginning 
construction? 

Yes No 

7. What percent of your insurance business is underwritten by: 
Self- insurance 

--Stock companies 
-Mutual companies (Please name company _______________, 

8. What qualifications do you require of companies? 
None 

--Best's General Policyholders rating 
--Financial rating 

Other (indicate) 

9. Do you require companies to submit competitive bids for your insurance? 
Yes No 

10. Do you have an objective method of distributing your insurance business? 
Yes No 
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11. If so, indicate your plan. (Use other side if necessary) 

12. If not, do you distribute your insurance because of: 
Agent's reputation Service 

--Company reputation --Cost 
--Friendship --Other (indicate) 
_Insur3l)ce always carried -­

13. What type of policy or policies does your district carry? 
Specific Policy Form (where each building is insured separately) 

--Specific Schedule Form (where a number of buildings with their exact 
--locations and amount of insurance on each is shown with a computed average 

rate) 
Blanket Policy Form (where an average rate is computed on a number of 

--buildings without fixing the specific amount for each building) 

14. What is the term of your insurance? 
One year Three years __Other (indicate) 

_ Two years =Five years 

15. Do you have extended coverage? 
Yes No Indicate Kind: 

16. Do you carry Depreciation Insurance permitting your district to collect full 
replacement value on the building? 

Yes No 

17. Do you insure under a coinsurance plan? 
__Yes No If so, what per cent? %.____ 

18. How much insurance do you carry on your school property?
$_______ 

19. What is the insurable value of your school property?
$________ 

20. When was this insurable value determined? _ ___(Year) 

21. Does this value include the value of contents and equipment? 
Yes No 

22. How often do you inventory your building contents and equipment? -----· 

• 
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23. Bow is the insurable value for buildings determined? 
By appraisal Commodity index applied to original cost 
By estimate --leas depreciation 
Original cost Other (indicate) 

=Original cost leas depreciation. 

24. By whom is appraisal of your property made? 
School Board Superintendent 

_Insurance Agent Insurance company appraiser 
Contractor Other (indicate) 
Appraisal firm -­

25. Bow often do you reappraise and revise your insurance? 

26. U you pay for appraisals, what is the approximate cost per $1000 of value? 

27. Do you know whether your appraisals would be accepted by the insurance company 
in case of a heavy loss? 

Yea No 

28. How is depreciation determined on: 
Buildings: 

Contents and equipment: 

29. Considerlng the recent trends in the cost of buildings and equipment, do you 
consider the coverage on your buildings and equipment adequate? 

Yes No 

30. What is the total annual premium(s) on all fire and extended coverage?
$_______ 

31. Have you suffered a collectible fire andjor extended coverage loss on your 
property in the last five years? 

Yes No 

32. U so, what was the amount recovered from the insurance company?
$_______ 

33. Do you carry Boller Insurance? 
__Yes No 

34. Where are all insurance policies filed? 

35 . . Are your policies (if more than one) worded exactly the same with the same 
coverage? 

Yes No 
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36. Do you have approximately the same amount of insurance premiums due each year? 
Yes No 

Part ll 

If your district does not own at least one motor vehicle or does not contract for the 
transportation of pupils, disregard this part. 

1. Indicate • types of 
insurance carried 
and paid for by the 
district on vehicles: owned and 

operated by 
the district 

privately owned 
and operated 
under contract 

Indicate • types of 
insurance required by 
the district of private 
owners under contract 
but not paid for by the 
district. 

Bodily Injury Liability 
Limit each person 
Limit each accident 

Property Damage 
Limit each accident 

Collision 
Deductible 

Comprehensive 

Fire 

Theft 

Medical 
Limit each person 

•Indicate "yes" or "no" for type of coverage and appropriate amount under limits. 

2. If you operate five or more busses, do you have fleet insurance? 
Yes No 

3. What is the annual cost of your vehicle insurance? $________ 

4. Is your insurance written for the year or 9 months? Explain. 

5. Are your busses used for other purposes than transporting pupils to and from school? 
Yes No 

6. If so, does your insurance cover these other trips? 
Yes --No 
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7. Is any charge made for these trips? 
Yes No 

8. Does your insurance cover if this charge is made? 
Yes No 

9. Have you had any claims for injuries or accidents covered by your school bus 
insurance in the last five years? 

Yes No 

10. If so, please describe briefly: 

11. How much was recovered on these claims for injuries or accidents from your 
insurance company? $ 

12. Is Driver Training taught in your school? 
Yes No 

If no, disregard the remainder of the questions in this part. 

13. If yes, is the car(s) used for driver training exclusively? 
Yes No 

14. If they are used for other purposes, does your insurance cover? 
Yes No 

15. What is the annual cost of insurance on these cars? $ 

16. Have any accidents occurred under this insurance? 
Yes No Number 

17. If so, how much was recovered from the insurance claim? $ 

Part III 

This section deals primarily with General Public Liability Insurance which protects 
the school district, school directors, and district employees from legal liability for 
negligence in performing official responsibilities or from accidents occurring on 
school property. It is not automobile insurance or accident insurance. The insurance 
company is not obligated to pay until damages have been awarded by a competent court. 

1. Does your district carry liability insurance? 
Yes No 
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2. If so, what is the coverage: per person $_________ 
per accident $_________ 

property damage $_________ 

3. Does your policy protect: the district Yes No 
--Yes --Nothe board members 

all employees Yes --No 

4. Does your policy carry a waiver of immunity clause? 
Yes No 

5. Has there been any case covered by this insurance in the last five years? 
__Yes No If so, explain briefly. 

6. If so, what amount was recovered? $_________ 

7. What is the annual premium on this policy? $_________ 

8. Do you carry Workman's Compensation? 
__Yes __No Explain. 

If you care to make any comment about yonr insurance program, please do so here. 

Name and tiUe of person filling out this form (optional) 

Please return to: 

Marshall E. Woodell 
119 Seventh Street 
Ashland, Oregon 
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This is a reminder that I am very anxious to have you participate 
in the study of School Insurance in Oregan as requested in a recent 
letter. If you have not already returned the Insurance Questionnaire, 
will you please do so? 

Response has been excellent, but the practices of your board are 
very much needed in order to get a truly representative summary of 
insurance practices in Oregon. Thank you for your reply and I hope the 
intended presentation of results will be of interest and value to you. 

If an additional questionnaire is needed, please request it. 

Marshall E. Woodell 
119 7th Street 
Ashland, Oregon 




