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Chairman Price called the meeting to order at 5:00 p.m. with
the following members and guests present:

PRESENT: Chairman Price
Vice Chairman Polish -
Mr. Beyer
Mr. DuBois
Mr. Glover
Mr. Mello
Mr. Prengaman
Mr. Schofield
Mrs. Westall

Please see attached guest register for guests present.

Chairman Price called attention to the packet of information
distributed and identified as EXHIBIT I (attached), which was
a memo from Sharon Alcamo, Chief of the Drivers License Divi-
sion of DMV containing suggested amendments to AB 109 and a
supplemental memo from Mr. Howard Clark, Director of the
National Insurance Consumer Organization containing suggested
amendments to AB 69 and 70. He reminded the members that

Mr. Clark participated in the telephone communication hook-up
when this committee previously heard testimony on this concept.

AB 69 - Prescribes duties for commissioner of insurance.

Speaking in support of both AB 69 and 70 was Mr. Bob Heaney,
President of the Nevada Trial Association. He reminded the
committee that he had furnished members of this committee,
as well as members of Senator Wilson's committee with a letter
dated March 27, 1981 and reiterated some of the areas contained
therein. His association is very much in favor of AB 69 and 70
and they feel it is up to this committee to resolve some of the
specifics that may be bothering some people with respect to the
details of the shoppers guide, rate comparisons, etc. They
support the principles contained in these bills with respect
to strengthening the requirements for insurance companies to
disclose certain information and, at the same time, reaching
out to protect the public in terms of consumer information.
He did point out that these bills are a product of the interim
study committee and have been proposed because that committee
found that there was a need in these areas. He feels certain
this committee is cognizant of that fact and will keep it in
mind during the deliberations of these bills. The purpose of
their presence today is simply because his organization is
interested in, and does speak for, the public and they feel
these bills are good, and right for the public. They endorse
the comments that were heard during the telephone hook-up on
these concepts and emphasized one important aspect in AB 69
and that is the disclosure aspect for investment income. He
feels that is very vital in terms of the insurance commissioner's
factual basis for considering rate increases. He feels with
the mandatory insurance law, the insurance companies have the
benefit of a "captive market"”. He stated there is justification 389
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for making insurance companies disclose that information
fully to this legislature and to the insurance commissioner
of this state so insurance rates can be intelligently evalu-
ated in terms of what insurance companies are really making
from the insurance dollar. >

Testifying next was Mr. Richard Garrod, representing the
Farmers Insurance Group, who stated that he would make a few -
comments on the bill as amended, or proposed to be amended.
He called attention to AB 69, page 1, lines 3 to 5 where it
tells the insurance commissioner and each new insurance com-
_missioner to adopt regulations which will establish uniform
territories. These will be used in setting rates for insurance
which covers vehicles used in Nevada per his concept of a
district. That means that every 8 years, you are going to
have a new insurance commissioner, which means that the con-
stituents stand the risk of having their insurance territory
redistricted because the commissioner might want to do a
little gerrymandering. The insurance industry, basically,
does not change its territories. Once they establish a ter-
ritory, they are not changed unless something very drastic
develops.

He next suggested further review and possible amendment of
page 5, line 14, where it states "the commissioner shall deny
any increase in rates for automobile insurance if the rate

is not based on...". He raised, again, the question of
changing commissioners. The amendment, which strikes the
language from lines 11 to 22 on page 1 is a tried and true
method for the insurance commissioner and it establishes
guidelines, that is removed. Then you go to the will of the
commissioner on line 14 and that can be the will of each com-
missioner. There is nothing that says that once these are
established by the commissioner, that they have to be main-
tained as such; it says the commissioner "shall".

Referring next to line 21, which states, "in determining
whether rates for automobile insurance are excessive or in-
adequate, the commissioner shall consider income from the
investment of unearned premium reserves and loss reserves
and may consider this factor with respect to other kinds of
insurance." They have a question as to what are the "other
kinds of insurance." Does this bill attempt to transfer fire
reserves to auto, commercial lines to auto, and also, as they
read this language about unearned reserves and unearned pre-
miums, he pointed out that these monies required by law to
be set aside and invested for the benefit of those who paid
in that premium. Now it is entirely unfair, or hinges on the
case of almost illegal, for the insurance commissioner to say
that the people who paid the premium in January for an insur-
ance policy to protect them in December, their investment
should be applied to help reduce the rate of the man who buys
a premium in November. That is what this says in the opinion
on the Farmer's Group. He explained that the Farmers Group
isa reciprocal corporation; management receives 12% of the 390
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premium and that 12% is to pay commissions to the agents, the
administrative underwriting and all those types of operations.
The remaining 88% is entirely assigned to paying claims, in-
vestment to pay additional claims, pay the salaries of the
adjusters, etc. It is impossible for one penny of the unearned
premium, which is in the hands of the reciprocal insurance com-
pany to go to the stockholders. That money all goes into the
pot to pay losses which are incurred by the insured. By law,
they are required to have a certain amount of reserve, approxi-
mately 30 to 40% to match the premium dollar income.

Mrs. Westall asked what happens to the interest on those in-
vestment funds and was advised that the interest remains in
the exchange and it becomes part of the reserve or it is used
to pay losses. In the State of Nevada they did utilize
$4,700,000 to pay losses, which were greater than the premium
income of the Farmers Automobile business in the State of
Nevada. Mrs. Westall further asked how much they had in the
fund to begin with, and was advised that it was approximately
$2 billion plus. Mrs. Westall pointed out that is the part
they are trying to get at on the rates, as it is getting bigger
and bigger all the time and all they hear is the small amount
that they do pay out. They try to sound like they are really
hurting and, obviously, they are not.

Mr. Garrod responded by saying that the amount of money they
have in reserve is annually reviewed by the various insurance
commissioners and the insurance commissioner in California
tells them exactly how much money they have to maintain in
reserve. They are on the edge of 30% in relation to the pre-
mium dollar of income. The insurance company is governed by
California law in management of the company as they are a
domestic company and they have to invest under their law.

Mr. Garrod then went on to point out that there is one good
part of this bill on page 2, line 39, where it requires that
you publish a guide for the purchase of automobile insurance
including the coverage provisions, exclusions and other in-
formation which the commissioner deems appropriate for the
instruction of purchasers of automobile insurance. If you
struck everything else in the bill and just retained that,
you would have a good bill.

There being no further testimony at this time, the committee
began testimony on the next bill on the agenda.

AB 70 - Imposes duties on insurers in relation to rates and
coverage for motor vehicle insurance.

Mr. Richard Garrod, representing the Farmers Insurance Group,
began the testimony on this bill by called attention to

page 1, lines 21 and 22, which is language to clear up the
language which was adopted by the Senate Commerce Committee
last session. That has created a situation of "stacking" as
far as underinsured insurance is concerned.

(Committee Minutes)
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The real meat in this bill is on page 2, lines 3 where there
is all new language. It denies an insurance company from
rejecting insurance for any reason i.e., age, sex, marital
status, occupation, lives in certain areas, or duration of
residence, does not have motor vehicle insurance in.force at
the time of application, drives a certain distance or is not
the registered owner of the motor vehicle, or operates and/or
owns several vehicles. Referring to subsection "F", he stated
that provision would force the average automobile insurer to
insure taxicab fleets, that's the first thing he would do.

It would put the average automobile insurer in the fleet busi-
ness, which they don't like. That would, eventually, mean an

" increase in everyones rates because there isn't a taxicab

fleet in the world that drives as safely as the average person.

He gave statistics on drivers as far as safe vs. unsafe drivers
and broken down into sex, age, occupation, etc. He pointed out
that there are different types of insurance companies such as
preferred insurance who will not insure anyone who keeps alco-
hol in the house or, on the other side of the coin, there are
ones that cover everyone known as the "take-all comers", etc.

Mr. Garrod then called attention to line 17, section 2, which
states, “"this does not limit the weight to be given to any of
these factors in computing a reasonable rate", then they have
to go back to AB 69 to try to determine what is a reasonable
rate, what is the insurance commissioner going to say. Going
on to line 30, page 2, section 6 which states, "section 4 and
5 of this act shall become effective upon passage and approval."
Section 4 says each insurer shall file a list of criteria,
which it uses in underwriting risk for coverage under policies.
Section 5 contains the criteria for underwriting risk for cov-
erages under policies of motor vehicles and explanations of
that criteria." Passage and approval must be filed on or be-
fore July 1, 198l1. They would still be required to use and
file an explanation under that language which is stricken on
line 11 through 22 in AB 69 because that will be the language -
of the state until July 1 of 198l1. There is a little bit of
confusion as we are telling him to report criteria for what
they are doing under all these things that the commissioner
may do, but the law will not be repealed under AB 69 until
July 1 if this passes. They then have to work under the old
law, which under AB 69, starts line 11, page 1 through line 22.
Section 4 requires the filing of the criteria immediately for
the new act, but as we are still going to be under the old

act, it just doesn't make sense.

He warned that the insurance companies are going to be in
trouble when you have a bill such as this that says you have
to accept anyone and everyone that comes along, and when you
say "exhausting the capacity", you are referring to the fact
that the insurance commissioner comes along and says, "you
have only so much reserve to the amount of premiums you are
writing and, therefore, you cannot write another policy of

(Committee Minutes)
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insurance”. Then the law says, if they come in the door, you
have to write, they would be in violation of the law and the
insurance commissioner has to declare them insolvent. That

is the way he reads that law.

Chairman Price stated this is basically a "take all comers",
which they have in a lot of states. He asked if any 1nsurance
companies have gone broke because of that provision. Mr.
Garrod deferred to Mr. Slevin, representing the American
Insurance Association, who stated he was not aware of any
information in that area.

The discussion then centered around the feasibility of pub-
lishing a "shoppers guide" with pros and cons brought out by
representatives of the insurance companies and members of the
committee. It was the general consensus of the committee
members that there was a great deal to be gained by having a
shoppers guide published which would tell people where they
could obtain various kinds of insurance and at what rates.
The representatives of the insurance companies expressed the
opinion that by the time a guide could be compiled and pub-
lished, the rates would have changed considerably and would
be outdated by the time it was available for distribution.

Speaking next was Mr. Hale Bennett, Chief of Registration for
the DMV, who called attention to page 2 and the distribution
system that this bill provides for. Section 4, page 2, lines
46 through 50 indicate that the guide to prices shall be fur-
nished to the Department of Motor Vehicles and mailed out
with every application for renewal for motor vehicles regis-
tration. The problem he has with that is that late this year
they intend to go to a postcard mail-out for renewal. The
reason for that is that they have tried it for two years for
drivers licenses and it has been successful in saving a great
deal of money both in preparation of the renewal and in post-
age. They intendedto use that for mail-out for renewals this
fall for registration. That creates some problems in sending -
a shoppers guide with the postcards. Additionally, in lines
37 and 38 where the guide to prices shall be delivered to the
DMV. He suggested that the committee consider amending out
lines 46 through 50 and amending out the first two words of
line 37 and all of line 38 and using the language that is
used for the distribution of the guide for the purchase of
automobile insurance starting on line 42, "the commissioner
shall provide for the distribution of the guide at no cost

to the users through the DMV, county assessors, schools,
courthouses, libraries and other public places." He feels
that is a good method of distribution for both the guides
that are mentioned in this bill. Chairman Price suggested
we might also make them available at insurance agents' offices.

Testifying next was Mr. Virgil Anderson, representing Triple
A, who stated that he feels the issue has been well discussed
but commented briefly on his agency and what he feels compe- )
tition does in providing a good insurance climate. In their ;3u
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case, they are a dual corporate entity and a motor club 1li-
censed under the laws of the State of California and approved
in Nevada and a reciprocal insurer licensed in both states.
They operate on a non-profit basis and whatever is not used
at the end of the year for payment of claims and operating
expenses goes back to the policyholders in the form of a
dividend. Previous years have not been profitable in Nevada,
but this year has. Effective May 1lst, insured members are
getting back a 10% dividend on premiums paid last year. As
an insurer with approximately 47,000 vehicles in Nevada, they
feel that the various types of companies that operate have
provided a good climate and the system that has developed

- from the standpoint of the consumers is as well as any there
is in the nation. Insurance in Nevada is much cheaper than
in California.

Mr. DuBois asked if California has any laws relating to this
concept and was advised that they have a "file and use" law
and the companies file their rates with the insurance commis-
sioner and they can put them into operation. If they are
deemed to be excessive, they can be rolled back by the in-
surance commissioner. He added that insofar as these bills
are concerned, there are certain aspects of them that do
strike directly at his organization, particularly the "take
all comers" provision. They insure private passenger cars
only and do not insure commercial fleets or commercial vehi-
cles. They do no insure anyone but their own members and
knows there are some other organizations in that category as
well. This bill would override that and they feel it has
very serious implications for insurers like themselves.

Speaking next was Patsy Redmond, Acting Commissioner of In-
surance and Chuck Knauss, the Casualty Actuary who has been
responsible for furnishing the committee with information
through the last few years. Mrs. Redmond pointed out that
she has a few comments she wanted to make on AB 69. 1In
addressing the proposed changes in this bill, consideration
must be given to the direction in which the Nevada legis-
lation wants the Nevada rate law to go and pointed out that
several alternatives are available. She proceeded to read
through some written alternatives they would suggest.

Mrs. Redmond commented on some of the work their division
has done and advised that they are presently in the process
of getting a comparison guide printed. They have been hold-
ing off further work on the guide until the completion of
the proposed legislation, but they have contacted the top
twenty writers in Nevada who represent about 95% of the mar-
ket and out of those, they found that in comparing prices,
it would be determined on the classifications that they are
using. They have tried to choose a cross section of writers,
including the least expensive and the most expensive, but
also including those that would write a substandard risk.

They have tried to use different types of situations so that 394
the person reading the shoppers guide could determine that
(Committee Minutes)
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there were insurers that were writing different things and
what their prices would be. Chairman Price reminded Mrs.
Redmond that the reason most insurance policies are written
by a handful of insurers is due not only to price, but pri-
marily due to the advertising that is put out. .

Mr. Mello asked if they have this project in their present
budget or will they need additional funds for this shoppers
guide. Mrs. Redmond advised that they have addressed that

in a fiscal note and if it is not included in the bill, it

is included in the fiscal note with the DMV. If the DMV

does not distribute the guide as the bill indicates, they
"would have to reconsider additional expenses for distribution.
Mr. Mello asked what their estimated cost will be and was
advised that it was $116,358 when they were planning on using
the mail-out system. If they were to do it by providing
state agencies with copies for distribution, it would be less
expensive.

Mrs. Redmond stated they have some preliminary figures on the
development. Printing and postage for the guide was included
in the original fiscal note. That figure was for 100,000
copies of the guide at $2,700. Mr. Mello then asked if the
$2,700 was to print the guides and was advised that the cost
comparison was for printing of the guides only. Mr. Mello
then asked what the total amount for printing would be and

was advised that if they do the cost comparison on a quarterly
basis, it would be broken down for the first fiscal year, 1981-
82 at $18,863 at 4 times a year. Mr. Mello then asked how
many copies they would get and was advised it would be 700,000
that DMV would issue, plus the 100,000 that would include the
guide. '

Mr. Mello then suggested that if this guide is done right and
contains the necessary information, it would be to the advan-
tage of the taxpayer to have one and perhaps they should pro-
pose collecting a small fee. Mrs. Redmond stated that as far -
as the committee was concerned, it was their determination
that it should be free. Mr. Mello reiterated that with the
legislature being concerned with saving money and with this
guide being to the benefit of the taxpayer, he feels they
would be more apt to use it if they were charged a small fee,
perhaps $1 or $2. Mrs. Redmond agreed that a small fee would
give them an idea of whether people were interested.

Mr. Mello then pointed out that if the committee is interested
in passing this bill, with some amendments, it should be sent
over to Ways and Means Committee. However, if a small fee

is put in the bill, it can be amended where necessary and
passed out. He then asked if "start'up" money would be neces-
sary and was advised it would be.

(Committee Minutes)
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Mr. Prengaman reminded Mrs. Redmond that she had stated that
the insurance division is doing a good job, but if we are
sixth in the nation in terms of cost, and our rates are so
high, he doesn't understand how she feels the job is being
done. .

That was answered by Mr. Knauss as the technical person who
explained that rates are figured on losses. Mr. Knauss ad-
vised the committee that there are a number of measures that
should be considered as to how effective any state agency is.
For example, one measure of effectiveness of insurance regu-
lation might be how easy it is for a person who has a good
-driving record to go out and buy insurance. If there are 25
companies who are willing to write him, as opposed to say a
person with a good driving record having to go into the
assigned risk plan. In terms of price alone as a measure,

our current rate law talks about using '"due consideration
shall be given to past and prospective losses and expenses

and balancing those against premium income of insurance com-
panies together with some consideration for investment income."
In terms of giving consideration to all those factors, having
insurance companies that are willing to do business in Nevada,
having an active competitive market, he feels that using those
measures, we are very successful. He added that if you look
at any rate law there is, the rate law will say that rates
shall not be inadequate, excessive or unfairly discriminatory.
They define an "inadequate rate" as one which, taken together
with investment income, as being insufficient to pay losses
and expenses. It would be very possible to interpret those
words to mean that if everything is done perfectly, the mini-
mum return an insurance company should make, including invest-
ment income, is to break even. The maximum return they could
make would get into the area of excessive rates and most com-
panies, in their rate-making formula, have a 5% allowance for
profit and contingencies; that is 5% of sales. There are .
very few insurance companies in Nevada that are making that
return on private passenger automobile insurance and yet, we
do have a healthy market. It is a matter of selecting which
measures you believe to be most effective and focusing on
those and trying to explain them.

Chairman Price asked Mrs. Redmond to recall when they dis-
cussed comparisons, they were talking about a single sheet
with the comparisons listed. He stated he has a problem
figuring the cost she has quoted for a single sheet. Mrs.
Redmond pointed out that the cost she quoted was for both
the guide and the single sheet. Discussion followed on the
expenses to be incurred through the use of state personnel
presently budgeted for, however, there was considerable
concern expressed by members of the committee on staffing
requirements.

396
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Mr. Mello suggested that in light of the many questions
raised this evening, there be no action taken tonight and
that the Chairman appoint a subcommittee to give further
consideration to these pieces of legislation. This being
agreed upon by all members present, Chairman Price volun-
teered to serve as chairman of a subcommittee and appointed
Mrs. Westall and Mr. Prengaman to serve with him.

There was no action taken on either bill, and there being
no further business to come before the committee, the
meeting was adjourned.

spegt ful submjtted,

i Kinsley, Acging Committee Secretary

(Committee Minutes)
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ROBERT LIST STATE OF NEVADA S. BARTON JACKA

Governor Director

DEPARTMENT OF MOTOR VEHICLES
555 WRIGHT Way
CARSON CITY, NEVADA 89711

DRIVER'S LICENSE DIVISION
(702) 885-5360

April 16, 1981

TO: CHAIRMAN PRICE
ASSEMBLY TRANSPORTATION COMMITTEE

FROM: SHERON P. ALCAMO, CHIEF T4idflcant
DRIVER'S LICENSE DIVISION

SUBJECT:  AB109

It is requested AB109 be amended as follows:
(j) 1. Section 485.185.3, Page 2, Line 44:

3. Whenever an application for a driver's license is
made by a person required to maintain proof of
financial responsibility by the state of his prior
residency, he must file proof with the division of
his financial responsibility before he may obtain
a license, and maintain it for the period of time
which that state requires. If he does not so main-
tain it, his license and registration must be sus-
pended.

2. In conjunction with the changes made in Section 485.140, Page
2, Lines 1 - 13, it is also necessary to delete 485.199 to
eliminate all references to a trial de novo.

[485.199 Determination of amount of security: Judicial
review. If a ruling or decision is adverse to the
operator or owner he may, within 10 days from the date
of the decision, appeal therefrom to the district court.
The district court may conduct a trial de novo on the
decision. ]

3. Correct the spelling error on Page 6, Line 2 from foreging to
foregoing.

.<:> Thank you for your assistance.




NATIONAL INSURANCE
CONSUMER ORGANIZATION ;

April 6, 1981

The Honorable Bob Price

Chairman

Assembly Transportation Committee
State of Nevada

Legislative Building - Capital Complex
Carson City, Nevada 89710

Re: AB - 69; AB - 70

Dear Mr. Price:

Consonant with your request, I am happy to provide, in
writing, the suggestions which I made in the course of the
telephone conference covering the referenced bills. The
latter was, I might add, a delightful experience for me, and
I deeply appreciate the opportunity to participate.

I. AB - 69

(1) I would recommend that subsection 1 end with the word
"discriminatory" on line 8, so that it would then read:

. ""Rates must not be excessive, inadequate or unfairly
discriminatory."
Comment: Any lower rate, if continued long enough, may
destroy competition or tend to create a monopoly but there
are better ways of dealing with excessive concentration
than prohibiting an insurer from using a rate which may
tend to create a monopoly. There is a very proper concern
with respect to a rate which is so inadequate as to
jeopardize the solvency of the insurer, but this is covered
in subsection 3.

(2) I recommend that you incorporate into subsection 2 the
same theme of investment income as is contained in subsection
3 to the end that in considering excessiveness both the rates
and investwent income enter into the determination.

344 Commerce Street
Alexandria, Virginia 22314 N
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Thus, I would have this provision read:

"'Rates are excessive if they, together with the investment
income attributable to them, are likely to produce a long-
run profit that is unreasonably high . . ."

Comment: If an insurer with an otherwise inadequate rate

is to receive the benefit of the doubt through consideration
of the investment income flowing from the investment income
from the unearned premium and loss reserves, the same sort
of consideration should be given to determining whether

an insurer's rates or proposed rates are excessive.

(3) Again, referring to subsection 2, I would recommend
that an insurer's rates or proposed rates be measured
against the "riskiness' of the particular class of

business which that insurer writes. Accordingly, at p. 2,
line 1, I would interpolate, after the word 'business' and
before the word 'or', the words:

"generally accepted by the insurer . . ."

Comment: If insurers are going to be permitted to be ultra-
selective in their underwriting acceptances their rates or
proposed rates ought to be measured in the same way in
respect to excessiveness or prospective excessiveness.
‘Otherwise, the group of select risks providing better loss
experience can be denied the benefit of its superior
experience. Insurers have regularly used the legal
proposition that a proposed rate which is less than a rate
already being used by another insurer or rating organization
cannot, as a matter of law, be deemed excessive. Such a
rule rewards ''creaming and tracking'. Thus, an insurer which
has 'creamed the market' can increase its rates, even though
its own experience belies an increase, simply because the
deteriorating experience of other insurers or their rating
organizations has brought forth increased rates.

Combining recommendations (2) and (3), above, I would
recommend that subsection 2 be amended so as to read:

'"'"Rates are excessive if they, together with the investment
income attributable to them, are likely to produce a long-
run profit that is unreasonably high in relation to the
riskiness of the class of business generally accepted by
the insurer, or if expenses are unreasonably high in
relation to the services rendered."

400
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II. AB - 70

I recommend that section 3, subsection 1 be amended by
adding, at the end thereof, a new item (h) which would
read:
"(h) failed to meet an underwriting standard which does
not constitute an objective and generally accepted insurance -
underwriting standard"
The amended provision would then read:
"No insurer may refuse to insure any eligible person under
a policy of motor vehicle insurance, refuse to continue
to provide such coverage or limit the coverage available
because the person:
failed to meet an underwriting standard which does not
constitute an objective and generally accepted insurance
underwriting standard.”
Comment: I have expressed the concern that the naming of
the specific prohibitions in section 1, as presently
constituted, might imply that cancellation or refusal

(:} to write or renew for any other reason is permissible, no

watter how arbitrary or capricious that action might be.
In other words, I would fear application of the rule
"expresio unius est exclusio alterius".

The suggested additional item would bar cancellation or
refusal to write or renew based upon subjective criteria
or standards which are not generally accepted underwriting
standard.

In closing, let me again say that I deem it an honor and a
privilege to have participated in your endeavor.

Sincer®ty.youss, 7
e U 7/ ’f'
\S::zfg:/ziv“~,=/<il;¥f<441;;22///” -

Howard B. Clark
Director

HBC/m




Stats Farm Insurance LCompaniss

ONE STATEZ FARM PLAZA
O BLOOMINGTON, ILLINOIS 81701

CRANFORD A. INGHAM
ASSOCIATE GEnERAL Counser
(300) e62.2037

April 6, 1981

Assemblyman Robert Price

Chairman, Transportation Committee
Nevada State Assembly

Nevada State Capitol

Carson City, NV 89701

Dear Chairman Price:

Recently I appeared before your committee and testified
concerning Assembly Bills 69 and 70, During the course of
Oy testimonies some questions arose as to the size of the
Assigned Risk Plan in New Jersey. 1 promised to send you
some facts on this issue,

year, the percent for Nevada was 00.1 percent,

1978 CAR YEARS

Voluntary Auto. Ins. Auto. Ins.
Cars Insured Plan Cars Total Plan %
N.J. 2508878 1043651 3552529 29.4%
N.c. 2399832 864660 3264492 26.5%
Nev, 367934 469 368403 00.1%
S.C. 1048847 407111 1455958 28.0%

Source: AIPSO Facts 1980
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We anticipate receiving updated figures from the Auto
Insurance Plan Service Office in the next few weeks and we
will forward them to you as they become available. We
expect these figures will show additional growth in the New
Jersey Assigned Risk Plan during 1979 and 1980.

During the course of my testimony I mentioned that the
Insurance Commissioner in Arkansas, William Woodward, who is
also president of the National Association of Insurance
Commissioners, had issued a press release relative to rate
comparisons for automobile and homeowners insurance.
Attached is a copy of a clipping from the Arkansas Democrat,
which I thought you would find to be of interest.

You will note this article and the Commissiorer's comments
are based upon the high and low cost for these policies in
Arkansas. He did not make any reference to individual
companies, but relied upon the range of costs in order to
motivate the insurance buying public to shop.

I will be away from the office for the next few weeks.
Should you need any additional informatioan, please call Gary
Pauley at 309-662-2729.

I appreciated the opportunity to appear before your committee.
If we can be of assistance to you, please let me know.

Yours very truly,

Bk

Pete Ingham
Associate General Counsel .

CAI/kl
Enclosure

cc: Gary Pauley
Phil Heyde
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| C. A. Ingham AUTUMUB ILE RLGISTHAT [UnS AND NUMULR OF VEMICLES IMSUKED EXHIBIT A = PAGE &
i « R. ING PHIVATE PASSLNGER NON=FLELTS COMP ILEV MAY Ty 1940
APR 03 1981 " PENCENT CHANGE FROM PRIUR YEAR ) "{3’1 .
9 " CALENDAR YEAR S
STAIE ' TYPE OF BUSINESLS 1974 1975 1976 1977 1974 1976~1974
NEURASKA : REGISTRATIONS 805000, + 2.6 + 2.6 =15 3.6 «0.0
TOTAL CAR YLANRS 175182, + 5.8 -0+2 + 3.9 + 0.2 + 10.0
VOLUHTARY CAR YEANS 116322, . + 5.9 =0.2, + 3,9 + 0.2 + 10.0
AIP CAR YEARS 660, -25.4 “4,9 * 22,8 + 3.4 -9,y
// NEVADA REGISTRATIONS 369047, “7.7 + 4,2 + bt -9.2 =-0.0
TOTAL CAK YEARS 269617, + 6.5 * U2 + 7.9 TS | + 3b6.6
VOLUNTARY CAR YEARS 269563, e beS + 8.1 « 1.7 + 9.9 + 36t
AIP CAR YLARS 114, + 21.9 +229.4 *117.6 -52.9 + 311.6
NEW HAMPSHIRE REGISTRATIONS 427330, * 2.1 -4e2 + 21,2 + 8.7 * 29.0
TOTAL CAR YEANS . 357183, L 4 k7Y + | L) + 6eb + 59 * 1.0
VOLUNTARY CAR YEANRS 341%60. * 245 -4.8 . he9 L 4 &S * hel
AP CAR YEARS 156213, + 28,9 *14647 + 17.8 + 11.) + 317.0
y/aEH JERSEY REGISTHRATIONS 370146175, =242 + T.2 e ¢ 0e2 + 0.2 * 5.3
JOTAL CAR YEANS . 31715582, + 3.7 =-lebe + S.8° L I T | + l1.8
VOLUNTARY CAR YEARS 2872244, + 243 -8.6 -3e5 -3.1 “12.6
AP CAR YLARS 303338, + 17,1 + 58,0 + 5000 + 23,2 + 264,0
NEW MEXICO REGISTRATIONS 518000, * 6,45 + 4.8 + 1.1 + 8.) + 22,2
TOTAL CAR YEARS 423817, + 6.0 + 4,2 + Lok * 4eb ¢ 20,7
VOLUATAKRY CAR YEARS 422922, + 6.0 + 4, ¢ 443 + 4eb + 20.7
AlP CAR YEARS b9Y5, + 1046 * 1l.4 + 24,1 -7.0 * 62,1
NEW YORK , REGISTRATIONS 6724000, + 0,7 + 1k -2.4 * les e 1.
TOTAL CAR YEANS 5922612, + 3.8 5.1 + 0.4 * 246 + 1.5
VOLUNTARY CAR YEAKS S5443168, + 4,0 -Te1 =1.6 LI 'S | L T
AP CAR YEARS 479044, + 1.8 * 24,9 + 18.1 + 13.3 + 70,5
Jﬁnonlu CAROL INA REGISTHATIONS 2807000, + 1.2 * ‘4.l v 4,9 + 44) + 15,4
TOTAL CAR YEARS 2672034, *+ 560 * “leb + 5.3 + 6.5 ¢ 22,1
VOLUNKTARY CAR YLARS 2086545, * 3.0 * TJe2 -3.3 * 7.7 * 15.9
AP CAR YEARS S86U49, + 12,1 16,0 + 42,3 + 10.8 + 41,5
NURTH DAKOTA REGISTRATIONS 318269, + 6,9 2.5 0.8 2.1 9.3
TOTAL CAR YEANS 316699, + 8.)
VULUNTARY CAR YLAHS 316646, + B3
AIP CAR "YLAKRS 253, -Yeb
o1nto REGISTRATJONS 579u928, V.V
TOTAL CAl YLARS 4712626, + U
VULURTARY CAR YEANS «701sus<::::) . 0.
O ALy CAl YI ARY a2 -20.0




C. A, INENLATN
& PERCENT (CHAROGE FHRUVUM VIRV TLANR

APR 093 1981 ' CALENUAR YEAR .

; STATE JYPE OF BUSINCSS 1974 191 1976 1917 1978 19761978 gg

: OK LAMUMA . REGISTRATIUNS 1406UV0. + 1.3 v 2.) v 5.0 e beb ¢ 166 T
TOIAL CAR YEAKS 1150849, + 5.9 * 9.9 + B2 =262 + 22.4
VOLUNTARY CAR YLARS 11570172, * 5.9 * Yol . 8.1 -2.2 * 22.1
ALP CAlL YLAKS 1717, =11.5 v 52,6 ¢ 860 =22+b + Yu.d
OREGON REGISTRATIONS 1439693, V.0 -543 + 6.1 =245 + 25.b
: 10TAL CAR YEARS 1166040, + 343 -1e2 + 8.5 + 6.0 ¢+ 175
1 VOLUNTARY CAR YEARS 1160671, + 343 ~1.3 + Baeb + b4 + 170
AIP CAR YEARS 3%69. ¢ 29.9 * 20,2 =11 -5440 -3bebe
PENNSYLVANIA REGISTRATIONS 6313031, + 0.6 + T.8 + 0.2 ~-18.8 “11.6
. - TOTAL CAR YEARS 4542192, + Y.b + 3.6 ¢ 6.0 -244 ¢ 11.b

! VOLUNTARY CAR YEARS 4467537, + 9.2 + 3.0 + 1.6 -2.9 + 1009 .

_ AlP CAR YEARS 76655, + 4849 + 32.8 +15743 + 3.9 + 420.0
/ _RHODE 1SLAND RCGISTRATIONS 515000, . -U.Y 0.3 S Y 4.9 “l.4
‘ TOTAL CAR YEARS 3527317, + 3.9 + 1ok + 1ok -2.4 + 3.9
: VOLUNTARY CAR YEARS 343937, + 3.9 0.5 0.7 ~5.0 =246
AIP CAR YEARS 8u00., +« 3.9 + 81,9 + 49,5 + 2707 + 2061.2
J’sourn CAROL INA REGISTRATIONS 1281014, + 249 + 12.1 -1.0 + 2.8 + 1748
TOTAL CAR YEARS 1115867, v lob + S.b *« 3.9 + 3.9 + 30.4
VOLUNTARY CAR YEARS 1005291 . * 4Ll c=lod + 3.0 + led - t.)
‘AlP CAR YEANRS 110576, +107.8 + 50,2 v 643 + 10.7 + 263.1
SOUTH DAKOTA REGISTRATIONS 328417, + 1.0 + 3.9 ¢ 4.0 “0e2 + 9.0
. TOTAL CAR YEARS 316768, YO Y | + 1447 + 2.3 « 143 + 21.0
VOLUNTARY CAR YEARS 316346, + 1.7 + 1446 + 243 ¢ 162 v+ 21.0
AP CAR YEARS HL22. -13.2 * L0 =0.5 + 16.0 * ). 5
TENNESSEL REGISTRATIONS 2034000, -8.6 + 17.0 + 1.8 + 10,9 + 2944
TOTAL CAR YLAKS 1616101, + 6.1 + 3.2 P | + 4.1 < 19.1
VOLUNTARY CAR YEARS 15636260 + 6.1 + 3.0 + 3.3 + 40 . 1u.2
AP CAR YEAHS 5261717, -12.8 ¢ 1246 * 3546 e 1.9 v 43,1
TEXAS REGISTRATIONS 5829613, + 5.2 3.6 ¢ Bl -544 + 12.0
. T1OTAL CAR YEARS 4521040, L 2 6.0 L 4 3.2 +* 1.7 * 3.Y + 15.)
VOLUNTARY CAR YEARS 42716318, ¢ 147 e 3.4 -0.b + 3.7 + &b
AlP CAR YEARS 2641722, -22.8 3.4 + 6442 + 0.2 + 2245
UT AM REGISTRATIONS 619480, =043 -2.0 + 3.0 . -3.5 -3.0
TOTAL CAK YLARS 590676, + 1.0 -2.3 * 442 + 4.9 +  T.9
VOLUNTARY CAR YLARS 594359 * 1.0 -2.3 + 4e2 + 4e9 + 7.9
AlP CAR YEAHS 315, ~2U.0 + 10.7 + b -33.8 -464V

® - .. o



et Inaa SXPeCted to receive paychecks

last Friday got them just before noon
Monday, about two hours before Judge
W.E. “Bill” Beaumont announced the ex-
tension to the county of a $670,000 loan
from 10 of the county’s 12 banks.

First National Bank and Union Na.
tional Bank, both of Little Rock. declined
to participate in the Joan package.

e refusal of the same two banks to

articipate in a $1 milljon loan package

ast week was a contributing factor to the

county’s failure to pay the employees at
the scheduled time.

Beaumont explained at a news con-
ference the two banks were frightened
away by the “precedent” of extending an
Interest-free loan to the county.

.ose two banks were exrected to
provide 33 percent of the $1 mj lion loan
under a pro-rata distribution formula. .

... Beaumont said the : participating

- banks’each would lend a share of the
total package equal to its share of total
bank™ deposits in the county. In other
words, if a single bank has 10 percent of
the deposits, its share of the loan would

-

ices payroll met
L .”' :“i, 5
\‘ AN A e
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i
ed hostages
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RATE COMPARISONS

Beaumont extends olive branch to feuding
Article, Page 58

be 10 percent of the total. { P
Sheriff Tommy Robinson and Circuit
Clerk Jacque Alexander, who have filed
suit against Beaumont and the Quorum
Court over the 1981 appropriations for
their departments, were among four de-
partment heads and three justices of the
peace who sat in on the press conference.
Beaumont also announced that he.
was lifting an order of impoundment im-
posed Friday, which, in effect, directed
county officials to make no more pur-
chases except for emergencies. )
“But,” Beaumont said,

“l am issui'ng
an appeal to each elected o

fficial and de-

_partment head to use restraint in spend-

g and delay purchases as long as possi-
e.” R R et
Beaumont said he had asked the leg-
islature to refrain from approving bills
that would require additional expendi-

tures by the county and that he planned

;i s‘-’ﬂD,C
I+ . Homeowner's Policy
AN .
SOTTICRORS A W H L S .

R

oeaudmon
paid Dec. 10,
expects to re
total tax reve:
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package was n
Friday's payr
loan on the b
and that he de
should be mad
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“It's difficy
same wave len
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m ordeal | - s
: . T Jerry)
) gle against the government of " Approx. [3 g‘haf-';?:;,
iys- l};x'esxdent (Mohammed) Zia ul- - 8309 high £325 P North Li
k- aq.” . el e A i
1a The planeload of hostages were . - 2,? ?&Z’,‘f’
itic  freed Saturday when the prison- HEEN Howea
che ersarrived. - Mavor R
‘od In Washirgton, the State De.- . 5200, e p Mm calling th
‘2y  partment said Soviet and Afgkan - : o Apgy:
authorities may have contributed - . North L‘.
nd to the hijacking by providing o orta Li
te Wweapons %o the air pirates while $1C0 - tempts to
in- the plane wason the sround at the
airport in Kabul.
ck Citing what he said were wit- Mau'can
'a, Ness’ accounts. State Cepariment to esntinu:
1y,  Spokesman William Dyess said the ) of success
d  three hijackers were armed with I
p-  Pistois on arrival in Xubul but ieft
oy thc.‘,x mgachme ::;,:r:;. 0
: n Sunday, Pakistani President P 5 H 2
of Mokammed Zia uldisy said Af pgkib! S’?CEQEHG ;?xczel;cc)ear;
- ghanistan's Soviet-baciad commu- CR) ~ . sippi Powe
:a  Dist government supplied the hi- Chart reflects price variances in pol-  ance companies. _ mail.” Mat
)r  Jackers with automatic weapons icy rates charged by aifferent insur- Article, Page 6C Thomps
0  and explosives. L. 5 similar s
1 At the request of the Canadian AP&L is =
ir  government, police detained the Those neg
“mvstery man” who had traveled IR {‘1 l - ; character::
4 as Lawrence Clifton Mangum of P‘h 'S a ksl irman ‘,’V“” 73 "'Q tle Rock o
New York. dinlomane sources S CLIGRAX 2483 7 Aadas as “strong.
saia. Officials in Ottawa said he Last we
-4 i‘::a been iggn'.nﬁec} tentatively as A~ A 9q " - e ' ]n IR ik (‘] Thompson
r wrence Lome. a fugitive from a ; 4 “back oif*
~ Canadian penitentiary, who es- Cril L ) IJO '1 6“' S C a‘z 1"118(' (s:l?.xrgtorz:
®  caped from custody in 1976 while _ 40'04955“8 im
2 sening Jlme for “a drug-relaied By ED PHILL!PS It is Nortoa's contention. how- did not wa;
- offerse.” . - Democrat 2% Wrmer ever, that the three-member com-  ing North I
3 He was arrosted in his hotel Pubiic Service Commission  mission has scle discration 1o em. - me P
t lobhy Mond ) A tnokaemas 058 Somee - W o & s my
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McCain Mall is site.” "
for Tth lHome Show

‘The Sevenlh Annual llome’
Show, sponsored by the tlome
ttullders Association of Grealer .
Little Rock, will open at noon
Wednesday st McCain Mail in
Notth Litile Rock Ct

*Nalling down”™ the open_lng‘ .

..' ot
L)

T?S:l‘ibl')’z.al'q'updj;fot h(sl insurance deal, departnient says

W01 Woodyard 1.
~ from the Inturence Departiment
Act 731 of 1970 - the open com- “tlow, they can tile sates dnd 10
petition rating law - “opens the * days later wirile husiness al thos
markel place lo piice compelition rates.” Woodyaud saisl. .

Arkansss consumers could save Insurance as well as covernge lim- 1 ronge of rotes reflecting approx!-
“considerable amounts” of money o its, deductibles, exeluglons, efe.” s mate high and low premiums for, ,
i€ they shop around on Insursnce i-  Other factors to be’ constderedd the 10 largest writeis of svio and -

. nremiums, according lo the siale V' are services provided by the com-¢ homcowner’s insurance In Arkant
asurance Depariment, which re-s pany's represeniatives and ls repdd gag . vt - 1, ‘i '

tes the Insurance Industry. 'k ulation In setiling claims, the reqd <, .
sl jease sald. - ley e Every Iosurance company wiit-

*Different insuronre comps-¢ {
nies charge dilferent smounts for lo order to show!consumersil Ing automoblio and homeowner's
essentiaily the same coverage,” 8 #: how much rales can vary, the de-'; PO tcles in Arkansas musl submit
partment recently _deveioped o: premium comparison reporls to

department _rclease said. “Con- ¢
symer cost depends on the type of | chart (see Page u\r.u_:' rsﬂec‘l ihel, the Insurance Depariment’s Com-
I R D LI T IR o i AT D B . KL

the competilim abaelf keeps
13¢s ot the foue | possibie bevel,”
Woardyard sald. *

Belore Arl 112 vas enacted,
companies were requined o ob-
town prioe appemsal af dher vate .

witl be a nail driving ¢
featuring focsl. television per-
sonalities. *

The four-day llome Show wiil
inciude more than 70 booths dis-
playing new products snd ideas
for the home, according to pro-
grom chalrman David Kunkel.

“in this time.of rising costs,
the key to buliding and maln-
taining » home Is economy,”
Kunhel sald. “Many of the booths
wlil show patrons how to make
the eavironment work for them
in reducing energy costs. New
technologles can help people i"
» better home for thelr money.” *.

Dillard stockholders -
to get 10¢ dividend

Dillard Depariment Stores
Ine. has declared a 10 cenl per
share quarterly cash dividend
on s Class A and Class B com-
mon stock, payable May 1 lo
stockholders - of, record ,as of
Marchdl. * & o

NAACP chairman

to meet press in LR

Margarel Bush Wilson of SL
Louis, nallonal chairman of the
National Association for the Ad-
vowcement of Colored People
_ond an sdvocate for domestic en-
erg? ‘development, witl hold 2
"press confesence Friday fo Lit-
le E ek,

Mrs. Wilson Is participating In
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in big bucks gaie
)

HEW YORK - The itne bhe-
tnecn gpotls and business gious
fuszier by the dny, with business
borrowlap the suspense, the glom-
our ond drama of games, and ath-
Tettes gelting involved in multimil-
fion dollar deals.

Malcoln Baldelge, the new
commerce sccretary and fonner
chajriman of Scovill lae ., Is olf tid-
jug in Vhe rodeo. while a pin-
stelped Al Kaline, the former
baseball slar, endnrses U.S. News’
sound economic repotling.

Ray Kroc, whe sucersded in
business with MoeDonald’s ham-
burgers, wonld tike 1o do the same
with his San Diegs Padics base-
hall tcam. Nul Ro’ el UCarpenter,
who loves hasebs ¢, Is nevcilhe.
jess sebilng the Ph-oadetphin Phil-
Hies because the o anomics of the
game nren't what (91 y used to be.

George Steinhyenner, who s
the Hew York Vankees, asembles
teams with dollae= amd imapina.
tlon, lm!ln.;‘: the Iu.'-s:i avallabie tal-

0w D00 NN ) LA Y

BUSHIESS VIO oo~ oa

John A”L
Cunniff x',J
Re¥

batting title? Can the price of gol
hivstifl another high?

Pethaps I Is enly becaose o
the season, bat the <ports page
and the business pye do seen
alike, andd staticties hase 8 ot 1o
dowith it

Sististice. esyeelally ecoleqn
ones, have long Tascinated bLase
ball tans, bt have sou netices
sorie of the pumbers they se beor!
W ing aronad with in basane: '
atoly? Like MY Interast vate 1!
!nire raties, 1acation (o gpeovlucty
v equalions puwld the hike A
hey more meaninetul than bae
ting avernges, tums batled 1y
earned tun averapen? .

1 hooed fop ovn buogd thacge Iy o0?
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Credit Letters  Ngzionwide Decision Study Predicts -

Urged to Cut
Re Firms' Risk

By EDWIN UNSWORTH
Journel of Commmapree Sion

EDINBURGH — Letters of
credit should de used dy rein-
surers 10 reduce securnity
nisks, a leading Llovd's under-
wTiter recommended.

Speakis at the Fxnh Iater-
fational
bere Thmday. Edward ‘(d-
300, director of the K.F. Alder
syndicate at Lloyd's and 2
member of the Commuttee of
Lioyd's. said that reinsurance
companies and underwnters
should bYe prepared to offer

lasurers 8t Lioyd’s are
ordered 10 pay 3$52.5 mil
lion claim to Shell Ol Co.,
thus encing the “‘bitarre
3308*‘ of the sinking of the
fanker Saiem last year off
South Africa.

lettars of credit spproved by
banks 3s one means of reduc-
ing the secunty risk faced by
mmmmm

Me.Nelson said that current
anxieties over the abiity of
many esrers to meet ther
gross tiability can best be

« alleviated by letters of credit

asces, with the expectauon
that a simslar facility will be
made availadle to them, Mr.
eison proposed.

The viahility of this practice
has already been proven, he

. said. Llioyd's underwriters,

when they bocam licensed

Like other speakers at the
seminar, Mr. Nelson ez-
pressed concern about the
“explosive’ growth of the
reinsurance market over the
fast decade and more recently
the substantial and mncreasing
underwning losses being re-
ported by insurers almost
without ‘exception. subsidized
by histonically mugh levels of
investment earmngs.

While the situation of inves.
tors being content with invest-
ment rather than underwnting
profits prevails, we are in for
8 period of conttnuous deficit
underwriting. said Mr Neison.
If mterest rates should fall, as

tcularly true v cregard to
claims and expense costs,

fn ancther talk delivered at
the semusar, Georges Ples
coff. president of the Assur-
ances Generales de France,
said that greater use of data
hanks and improved means of
cempiling and aistnbyueg -
syrance information could
well de 2 means far the

ol ad
oror
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Heightens Clamor
For Reform in NJ

Br.JULIE SCHLENGER

that ft mtends to withdraw
from the property-casuaity
business i New Jersey met
with demands that the state
Legisiature take action on
auto insurance reform.

The Ohio insurer is the
eghth company 0 withdraw
Irom the Garden State in the
last five years. rewforcing the
long-standing complaint that
companies are unabie to make
money there.

Nationwide attempted to
pull cut of New Jersey in 1977,

vdidamnw leaving some
51.000 polices i force. Last

year, the company sustamed
losses there of $8.4 mullion on
premiums of $23 aullicn.
Some compames have elect-
ed t0 stay out of New Jersey
altogether, as is the case wmth

es; in 1979 for example, insur-
ers paid out $201 million more
in auto claums than was taken

Agents cited the failure of the
Legislature to act on auto
reform as the reason for
Nationwide's decision. A
spokesman for the producers
said the association regretted
the deciston and sdded that it
was mandated by the political
chimate.
Threshotd Sattie

The state Legmiature and
the governor have been fight-
mg for {our years on whether
the state shouid have g vernal

als offered by the governor in
the past. Opposition to the
verdal threshold is strongest
from the state bar associauon.
Producer groups hue
fought fer a vernal
however, opposition {rom lho
tnal attorneys has resulted 19
their

Observers of the auto insur-

ance scene 1a New Jersey
beiteve that the inability to
chaage the law was the moti-
vaung factor 1n Nstonwnde s
leaving.

[n some circles, it is specu-
lated that other companies
may follow Nationwide's eso-
dus from the state.

According to the ingustry —
both companies and progucers
- no one 13 satified with the
auto business 1 New Jersey

and there is strong lecling that

sometiung 0as to be done.

in Massachusetts. a state
long known for ity auto insur-
ance prubiems. the governsr
this week introduced compre-
hensive jegislation (o revise

Drivate Rucinece Hac

the system with competitive

raung.

In the past. companies were
required to “take all comers™
at rates gstablished by the
state lasurance Deparument,
regardless of their driving and
claims records.

The new legislation calls for
elimination of the Motor Vehi-
cle Remnsurance Facility,
which covers some 40 percent
of the siate’s motonists. It
would de replaced by 2 joint
cnderwriting association if the
governor s bull is adopted.

The assigned nsk pool in
New Jersey bas expanded
from 323.000 motorists to its
current 1.2 millioa in just

Sheeran
Orders Change
In Auto Rating

Journet of Camengree Soetind
TRENTON - Insurance
Commissioner James Sheeran
'nzmy ordered automobile
insurance compames o end
their system of basing insur-

The major effect of Mr.
Sheeran's order. if it with-

g0 up by at least 10 percent

The order was issued after
the departiment had conducted
vear-iong hearings wn 1979
chullenging the present raung
svstem

Mr Sheeran 3aid that the
present system had no vaidity
and wag unfair and that tiere

Magnitude
Of Quake Loss

By GRIAN P. SULLIVAN
wqu

Losses from a singie major
earthquake in Califcr=a could
exceed the eaure co.lar sun
plus of US. insurers. accord-
ing to figures in a Caitiarmia
Deparune:z of lasurance re-
port. - 5

The report estimates 3 ma-
jot quake would cause proper-
ty damage wn excess ol $80
billion 18 northern Caufcrmia
and $88 billioa 1n souinern
Califorma. A large poruca of
these losses wouit not be
covered Yy earthquice insur-
ance. dut rather would fall
into (e areas of property and
casualty “insurance. 3 degan-
ment spokesman said.

Asgistant [nsurasce Com-
me Bernard Farreil

with the comoany
sarplus dollars for 930 est-
mated at only $47 tuilion (for
the 202 companies 1 the
report), “ii i3 quite oswvious
that the property ans cascaity
buginess does nol save the
M ” 23 . 0‘

magmtude.

Property and casuaity losses
from a major quase would
resuit from secondary damage
ratber than the actuai destruc.
ticn of property by ™e earth-
quake itseif. The extersive
{ire damage expecte? to resuit
from an eartaquaxe. for ex-
ample. would de coveres by
fire insurance ratier than
earthquake coverage. The
same would hold :rue for
other ad casual-
ty policiex, officials say.

Ironicaily, the report sug-
gests that in the event of 2
major incident, preseat earth-
quake coverage wouw.d not de
overextended. The report
shows aggregate 1asurec 033
i a singie quake lor tnese
companies would total $844
million in San Franc:sco Say
area, and $12 ilhos in Los
Angeles and Orange Counues.

Of the 231 comparces offers
ng earthquake coverage. 202
have responded to a California
law requirtng insuraace com-
panies o report earthguake

The Federal Insurance Ad-
mmistration has deen instructs
ed by Congress 10 look o the
{ederal governments rose in
earthquaxe asurance. accurd-
ing to an F1A officia

The federal government das
not estabiished a feceral
earthquake insurarce oro-
gram. m part becazse such
coverage 13 offereg ov prvate
compames (unlike {txng asure
aave, which 18 oifere? dv the
{ederal government pecause it
is a0t readily avai.adle
tarougt private insuress).

A federal earthQuaxe rein-
surance plas hog dees s.geest-
«d 35 a possidility v FlA
offscrals if a capacity ornciem
Geceloped. Such 3 3:3n wowd
devend on the fingurze of the
FlA nucy rexpeciey 10 de

were no proois pr d by
the industry at the heanngs to
Jusuly its existence.
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